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Market Monitor — Hong Kong
Reviving Merchandise Trade Boosted Recovery in Q1

e TheHongKong economy grew modestly in Q1, led by improvinggood trade.

e Property market activities revived significantly.

o Private sectorbusiness sentiment remained largely steady.

Hong Kong's GDP rose modestly in Q1, with a steady outlook

The Hong Kong economy grew by 2.7% year-on-year (YoY) in Q1 2024. The
economic growth in Q1 2024 was primarily driven by net exports of goods amid
rebounding global trade. During the quarter, the growth of real exports of goods
outpaced that ofimports, leadingtoanarrower trade deficit. In addition, inbound
tourism recovered further, but its boost was partially offset by residents’ strong
demand for outbound travel. Due toa high comparison base, an elevatedinterest
rate environment and generally subdued asset markets, consumption and
investment moderated visibly. Meanwhile, government spending retreated,
reflectinga post-Covid normalising trend.

Hong Kong is anticipated to stage a stable recovery for the rest of 2024. The
risks toHong Kong's economic outlook areroughly balanced. On the positive side,
a stable global economy should continue to benefit trade performance. Moreover,
the enhanced and well-coordinated policy support in the Chinese Mainland to
shore up their economy should generate positivespill over effects for Hong Kong.
Besides, the notable revival in property and financial market activities shouldlend
additional support to the recovery of private consumption and investment. Yet,
these positive drivers could be partially offset by Hong Kong residents' rising
demand for outbound travel and prolonged global monetary tightening. Moving
forward, the Hong Kong economy is on track to achieve the SAR Government's
forecast of 2.5% to 3.56% in 2024.
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Property market activities revived significantly

The property market sentiment stabilised further with a notable increase in
transactions. The official residential property price index ended its trend of 10
consecutive months of decline and posted a modest month-to-month (MoM)
growth of 1.1% in March, narrowingitsdecline to 1.8% as compared to the end of
2023. Meanwhile, residential property transactions surged to 8,551 in April, the
highest level since October 2012. With the relaxation of demand-side
management measures and a stable economic recovery, the demand from first-
time buyers, investorsandforeign talentsislikely to drive the further stabilisation
of residential property markets, despite delayedrate cut expectations.

Business sentiment remained largely steady

Business sentiment in Hong Kong stayed roughly stable in early Q2. The
Quarterly Business Tendency Survey for Q2 2024 indicated that business
confidence in Hong Kong's large enterprises stabilised, with the share of
respondents expecting a better business situation edging up from 13% in Q1 to
14% in Q2, whereas the share expectinga worse situation remained unchanged
in Q2. Meanwhile, the S&P Global Hong Kong SAR Purchasing Manager's Index
retreated slightly from 50.9in March to 50.6 in April, remaining in expansionary
territory. Both output and employment continued to expand, whilst new orders
fellmarginally in April.

Risk-on sentiment strengthened because of supportive measures

The Hong Kong stock market ended notably higher in April. Hong Kong stocks
soared near the end of April. The Hang Seng Index once rose above 18,000,
hitting a 5-month high, before closing at 17,763 in April. Market sentiment was
boostedby the news thatthe ChinaSecurities Regulatory Commission would roll
out new initiatives to bolster the development of financial markets, such as the
inclusion of REITs into Stock Connectand supportingleading Chinese enterprises
to be listed in Hong Kong, etc. In April, the Hang Seng Index and Shanghai
Composite Indexrose by 7.4% and 2.1% MoM, respectively, whilst the Dow Jones
Industrial Average Index declined by 5.0%.
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Disclaimer

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 projectionsand opinions contained herein are expressed solely as general market
commentary, and do not constitute an offer of securities orinvestment, nor a solicitation, suggestion, investment
advice, or guaranteedreturnin respect of such an offer. Theinformation, 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 investmentproduct 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 as needed. In addition to certain reports 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 behalfof BEA, as tothe accuracy or
completenessoftheinformationandstatedreturns containedin this material, and noliability isaccepted for any
loss arising, directly or indirectly, fromany use of such information (whether due toinfringements or contracts or
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 this material. You should make investment decisions based on your own investmentobjectives,
investmentexperience, financial situation, and specific needs;if necessary, you should seek independent
professional advice before makingany investment.

This materialisthe property of BEA andis protected by relevant intellectual property laws. Withoutthe 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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