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Hong Kong GDP: The economy posted a steady growth in 2023, with a more
balanced outlook in 2024

e TheHongKong economy expanded by 4.3% in Q4 2023, with a full-year growth rate of 3.2%.

e The economic recovery in Q4 2023 continued to be led by private consumption and inbound
tourism, with a rebound in investment and muted goods trade.

e With global interest rates likely to normalise starting in mid-2024, Hong Kong is set to see a
more balanced outlook this year.

In 2023, Hong Kong's real GDP expanded steadily by 3.2%. With Hong Kong entering a period of
post-pandemic normalisation, the economy staged a steady recovery in 2023, registering positive
year-on-year (YoY) growth in all four quarters: 2.9% in Q1, 1.5% in Q2, 4.1% in Q3 and 4.3% in Q4.
Among the major economic components, private consumption and inbound tourism led the
economic growth amidst a continuous unleashing of pent-up demand and the resumption of
normal cross-border travel. Meanwhile, subdued external demand posed a drag on overall growth
as inventory destocking, global monetary tightening and persistent geopolitical tensions weakened
demand for Hong Kong's good exports. Investment rose, mainly due to low base effects, with its
growth limited by cautious business sentiment given the muted performance of asset markets and
high interest rates. Government spending declined, primarily attributed to the resumption of the
normal public spending pattern following years of elevated spending during the pandemic. Overall,
while the recovery in 2023 was slower than expected amid the headwinds from the globaleconomic
slowdown, Hong Kong's economic fundamentals remain sound, which should support a stable
expansion in the future.
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Hong Kong Real GDP Growth Rate YoY Growth Rate of Major Components
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Private consumption served as the major pillar for economic recovery. In 2023, real private
consumption expenditure (PCE) maintained a faster expansion of 7.4%, with its quarterly growth at
12.7% YoY in Q1,7.8%in Q2, 6.2% in Q3, and 3.5% in Q4. Several factors contributed to solid support
for private consumption, including a return to normalcy in various economic activities, a resilient
labour market with a low unemployment rate (2.9% for Q4 2023) and positive real household
income growth, and the Government's stimulus measures like the distribution of consumption
vouchers as well as the launch of major campaigns (e.g. "Happy Hong Kong" and “Night Vibes Hong
Kong").Looking ahead, while it remains to be seen whether the Governmentwill implement another
round of consumption vouchers with a similar scale in the upcoming Budget 2024/25, solid labour
market conditions and an expected stabilisation of asset markets are likely to enable PCE to grow
steadily in 2024.

The tourism sector revived markedly, with room for upside. Thanks to the full border reopening,
along with the Government's efforts to promote Hong Kong and enrich travel experiences by
organising a series of mega events, Hong Kong's visitor arrivals recovered swiftly. In 2023, the
whole-year visitor arrivals almost reached 34 million, up from just 0.6 million in 2022, during which
pandemic-related restrictive measures were in force. The sharp rebound in inbound tourism
propped up the economic recovery, with a visible leap in Hong Kong's real exports of services, which
grew by 21.2% in 2023, a turnaround from a 0.5% decline in 2022. Outbound travel also surged,
with its growth pace even brisker than that of inbound travel, lifting the growth of real imports of
services to 26.0% in 2023 from a 1.2% decline in 2022. In Q4 2023, real exports and imports of
services grew by 22.1% and 27.4%, respectively. Moving forward, inbound tourism is likely to sustain
its rapid growth momentum, driven by enhanced cross-border and international transportation
services, the upgradesof Hong Kong's travel offerings in recent years (e.g. World of Frozen' at Hong
Kong Disneyland, Water World Ocean Park, M+ Museum, Hong Kong Palace Museum and
numerous world class sports, cultural, arts and festive events), as well as the extension of service
hours for immigration clearance services. Moreover, the completion of the Three-runway System
at Hong Kong International Airport in 2024 is set to tremendously enhance its handling capacity.
During 1-28 January 2024, Hong Kong's visitor arrivals averaged about 122,000 per day,
representing about 71% of the pre-pandemic levels in the same period of 2018. It suggests that
there is lots of room for Hong Kong's inbound tourism to grow in 2024.
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Hong Kong's Tourism Related Sectors
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The goods trade remained lacklustre but showed signs of stabilisation. In 2023, real exports and
imports of goods were down by 10.3% and 8.5%, respectively. Similar downtrends were seen in
other Asian economies as global demand weakened due to monetary tightening, rising geopolitical
tensions, a consolidation of the tech product cycle and inventory destocking in advanced
economies. That said, real exports and imports of goods returned to growth of 2.8% and 3.9% in
Q4 2023, thanks to a lower base of comparison in Q4 2022. In 2024, major central banks are set to
cut interest rates and multinational corporations are likely to rebuild their inventories, which should
underpin Hong Kong's trade performance to attain modest growth ahead.

Investment spending rose amid low base effects. The real gross domestic fixed capital formation
observed a 10.6% expansion in 2023, mainly due to a lower base of comparison in 2022. Investment
sentiment stayed cautious, reflecting a combination of high interest rates, geopolitical uncertainty
and declining asset prices. It also led to weak capital market activities and a slight contraction in
loan demand. Meanwhile, real government consumption expenditure fell by 4.3% in 2023, after a
strong rise of 8.0% in 2022. This was in line with expectations, as the Government has gradually
reduced its provisional support measures during the pandemic.

Hong Kong's economic prospects remain positive. First, there is ample room for inbound tourism
to expand further, led by substantial pent-up demand as well as the Government's efforts to
enhance Hong Kong's tourism offerings, such as the "Mega-Event Economy" initiatives. Second,
solid labour market conditions are poised to bolster steady consumption growth. Third, expected
rate cuts by major central banks will reduce financial burdens and revive confidence, which should
generate new growth momentum for investment as well as financial activities. Fourth, external
demand is likely to pick up, which should provide certain support for Hong Kong's trade
performance. Going forward, the Hong Kong economy is expected to continue its steady recovery
trend and grow by 3.5% in 2024, with the CPI inflation rate going up mildly to 2.3% and the
unemployment rate staying low.
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Disclaimer

This material is prepared by The Bank of East Asia, Limited ("BEA") for customers' reference only. The content is
based on information available to the public and reasonably believed to be reliable, but has not been independently
verified. Any projections and opinions contained herein are expressed solely as general market commentary, and do
not constitute an offer of securitiesor investment, nor a solicitation, suggestion, investment advice, or guaranteed
return in respect of such an offer. The information, forecasts, and opinions contained herein are as of the date
hereofandare subject to change without prior notification, and should not be regarded as any investment product
or market recommendations. This material has not been reviewed by the Securities and Futures Commission of
HongKong, HongKong Monetary Authority, or anyregulatory authority in Hong Kong.

BEA will update the published research as needed. In additionto certain reports published on a periodic basis, other
reports may be published at irregular intervals as appropriate without prior notice.

No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or
completeness of the information and stated returns contained in this material, and no liability is accepted for any
loss arising, directly or indirectly, from any use of such information (whether due to infringements or contracts or
other aspects). Investment involvesrisks. The price of investment products may go up or down, and may become
valueless. Past performance is not indicative of future performance. The investments mentioned in this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipient are not considered. Therefore, you should not make any investment decisions based
solely on this material. You should make investment decisions based on your own investment objectives, investment
experience, financial situation, and specific needs; if necessary, you should seek independent professional advice
before makingany investment.

This material isthe property of BEA andis protected by relevant intellectual property laws. Without the prior written
consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed, published,
broadcast, circulated, modified, or developed commercially, in either electronic or printed forms, nor through any
media platforms that exist now or are developed later.

For more information, please visit our webpage at https://www.hkbeacom/html/en/bea-about-bea-economic-
research.html. For any enquiries, please contact the Economic Research Department of BEA (email:
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong).

© 2024 The Bank of East Asia, Limited
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