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Market Monitor — Hong Kong

A steady growth outlook in 2024

e HongKong's PMI held up steadily in expansion territory, withnewbusinesses
posting the first expansion since June 2023.

e Visitor arrivals in December 2023 increased further, sustaining an ongoing
inbound tourismrecoveryduring the festive period.

e The property market entered an orderly consolidation in 2023, with a mild

recovery likely to be seen in 2H 2024.

PMIl signalled a further recovery in business activity

Hong Kong's PMI held up steadily inexpansion territory, with arecovery innew
businesses. The S&P Global Hong Kong Purchasing Manager's Index (PMI) rose
from 50.1in November to 51.3 in December 2023, the highest reading since Apil
2023. The uptick wasled by higher new business, which resumed growth for the
first time since June. Besides, the PMI report showed a further acceleration in
employment growth. Meanwhile, other economic indicators also pointed to stable
growth. For instance, total retail sales value surged by 15.9% year-on-year (YoY)in
November 2023, with a broad-based expansion seen among major spending
categoriessuch as jewellery, watches & clocks, and valuables gifts (+60.8% YoY),
clothing, footwear & allied products (+49.6%), and other consumer goods not
elsewhere classified (+29.0%). Exports also went up by 7.4% YoY in November
2023 amidlow base effects. Overall, a further recoveryin GDP growthin 4Q 2023
is likely to be seen.
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Inbound tourism recorded a solid performance during the festive period. After
a surge during the Golden Week holidaysin October 2023, Hong Kong's tourism
sector regained momentum in the Christmas and New Year holidays, with the
daily visitor arrival on 31 December rising to 227,307, the highest number on a
single day throughout 2023. Many of these tourists were attracted by the New
Year's Eve fireworks display. The full-year visitor arrivals in 2023 were about 34
million. It represented merely 52% of the pre-pandemic level in 2018, suggesting
ample room for further recovery. As transportation capacity and visa restrictions
are set to recover further, along with a series of mega events to be held, the
tourism sector is expected to grow solidly again in 2024.

The labour market remained resilient, serving as an underlying support for
economic recovery. In September-November 2023, the unemployment and
underemployment rates stayed unchanged at 2.9% and 1.0%, respectively, close
totheir full-employment levels. Meanwhile, private vacancies recorded a monthly
average of 91,527, suggesting solid employment opportunities. With resilient
labour market conditions and improved income prospects, Hong Kong's private
consumption is poised to expand ahead.

The Government released the details of the new Capital Investment Entrant
Scheme (CIES). The new CIES requires a minimal investment of HKD 30 million,
of which HKD 3 million will beinvested into a new portfdlio oflocal innovation and
technology industries, and the rest can be invested in assets such as equities,
debt securities, non-residential real estate, funds, etc. As one of the eight policy
measures to promote the growth of family officesin Hong Kong, the new scheme
is expectedtoinvite applicationsin mid-2024.

The property market entered an orderly consolidationin 2023, with a mild
recovery likely to be seen in 2H 2024. Since the implementation of easing
measures in the Policy Address, total residential property transactions have
reported month-on-month increases in November and December. As a whole,
total privateresidential transactions dropped by 4.5% YoY to around 43,000 units
in 2023, marking a record low since 1996. The official private residential price
indexwas down by 5.6% in the first 11 months of 2023, whereas the rental index
was up by 6.4%. With the Government's easing measures, expected interestrate
cuts, a continuous influx of incoming talent and a steady economic recovery,
HongKong's property market outlook in 2024 is expected to start the year atlow
levels and steadily recover towards the year-end.

Market sentiment turned cautious

Hong Kong stocks continued to consolidate at low levels. Rising expectations
for the Fedto takelarger andearlier rate cutsin 2024 once led Hong Kong stocks
to climb. But market sentiment has turned cautious since late December 2023,
as the outlook for the gaming and media sectors became more uncertain. In
December 2023, the Hang Seng Index and Shanghai Composite Index were both
down by about 2% MoM, while the Dow Jones Industrial Average was up 5% MoM.
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This material is prepared by The Bank of East Asia, Limited ("BEA") for customers'referenceonly. Thecontent
is based on information available to the public andreasonably 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 guaranteedreturnin respect of such an offer. The information, forecasts, and opinions contained
herein are as of the date hereof and are 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, Hong Kong Monetary Authority, or any regulatory authority in Hong
Kong.

BEA will update the published research asneeded. In addition to certainreports published on a periodic basis,
other reports may be published at irregular intervals as appropriate without prior notice.

No representation or warranty, expressor implied, is given by or on behalf of BEA, as totheaccuracy or
completeness of theinformationand statedreturnscontainedin this material, and no liability isaccepted for any
loss arising, directly or indirectly, fromany use of such information (whether due toinfringements or contractsor
other aspects). Investment involvesrisks. The price of investment products may go up or down, and may become
valueless. Past performanceis not indicative of future performance. The investments mentionedin this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipientare not considered. Therefore, you should not make any investment decisions
based solely on thismaterial. You should make investmentdecisions based on your own investmentobjectives,
investmentexperience, financial situation, and specific needs; if necessary, you should seek independent
professional advice before makingany investment.

Thismaterialisthe property of BEA andis protected by relevantintellectual property laws. Without the prior
written consentof BEA, theinformationherein isnot allowed to be copied, transferred, sold, distributed,
published, broadcast, circulated, modified, or developed commercially, in either electronicor printed forms, nor
through any media platforms thatexist now or are developed later.

For more information, please visitour webpage at https://www.hkbea.com/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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