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Market Monitor — Hong Kong
Goods trade remained the key growth driver
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e Hong Kong's economy grew 3.3% in Q2 2024, thanks to strong goods trade

and a lower base of comparison from last year.
e Early figures in July pointed to a steady recovery at the start of Q3.

e Asset market activities have been slowing down recently.

Further recovery in goods trade supported Q2 growth

Hong Kong's real GDP growth accelerated somewhat in Q2 2024. The Hong Hong Kong Real GDP Growth Rate
Kong economy saw 3.3% year-on-year (YoY) growth in real terms in Q2 2024, 10%
higher than the upwardly revised 2.8% growth in Q1 2024, achieving around 3.0% gz//:
growth in 1H 2024. On a quarter-to-quarter (QtQ) basis, economic growth slowed 4%
notably from 2.5% in Q12024 to 0.4% in Q2 2024. Net exports of goods were the SZ‘;
largest growth driver in Q2 2024 and contributed around 6.0 percentage points 2%
(pps) to the headline growth rate, while gross domestic fixed capital formation '4‘:@
added 1.1 pps, followed by government spending (0.3 pps). On balance, there are ZSOZ
multiple factors that could drive steady economic growth in Hong Kong moving -10%

-12%
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forward. Specifically, a steady recovery of the global economy should sustain the
recovery of Hong Kong's merchandise trade. The Central Government has also
introduced and enhanced various support measures for Hong Kong, while the
SAR Government's efforts to attract talents and enterprises are gradually bearing
fruit. Together with the expected US rate cuts soon, all these are expected to
boost consumer, business and asset market sentiments, attracting more

business opportunities for Hong Kong's business sectors as well. Therefore, the
Hong Kong economy is on track to reach the SAR Government's forecast of 2.5-
3.5% for 2024.
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Early figures in July pointed to a steady recovery at the start of Q3. On business
sentiment, the S&P Global Hong Kong SAR PMI went up slightly from 48.2 in June
to 49.5 in July. The survey showed Hong Kong companies cited heightened
competition and economic uncertainty as the key reasons for lowering output in
the year ahead. Even though business sentiment stayed soft, the pace of decline
has eased since June, possibly signalling that the downward pressure has started
to ease since the start of Q3. On the retail and tourism sectors, the decline of
retail sales narrowed from 11.4% YoY in May to 9.7% in June, despite high interest
rates, volatile asset market performance, and the termination of the consumption
voucher scheme. Furthermore, the number of inbound tourists in July grew 9%
YoY (or 25% month-on-month (MoM)) to 3.9 million, marking the second-best
monthly figure so far in 2024. Recent supportive policies, including the expansion
of the Individual Visit Scheme, an increase in duty free allowance for Mainland
tourists, and the hosting of mega events, should help support the local economy.

Asset market activities have been slowing down recently. After the boost from
the relaxation of demand management and prudential mortgage loan measures,
residential market activities gradually normalised. The official home price index
declined for two consecutive months, down 1.2% MoM in June, by 3.1% in 1H 2024,
and by around 24% from its peak in Q3 2021, as the elevated interest rate
environment has prompted most owner occupiers and investors to defer their
buying decisions. As such, the private residential rental index climbed 0.2% MoM
in June, with a 1.6% increase seen in 1H 2024. The home sales momentum slowed
further, with the number of residential transactions down 3.4% MoM to 3,723
units in July, marking the third consecutive MoM drop. The slowing sales will
continue to put pressure on property prices in the near term, but the upcoming
interest rate cuts could help gradually improve the supply and demand conditions
for the property markets.

Similarly, stock market activities also retreated, with the average daily trading
turnover for Hong Kong's securities market being down 11% MoM to an estimated
HKD 99 billion in July, marking the lowest trading volume since March 2024,
based on our estimate. The elevated interest rate environment and moderation
of the Chinese Mainland economy, as well as the rising risk of geopolitical
tensions, have kept investors' sentiment cautious, though the upcoming rate cuts
could help support the market sentiment ahead.

Stock markets declined amid growth outlook concerns

Hong Kong stock markets declined in July. The slowdown in retail sales and the
property sector in the Chinese Mainland has raised concerns about its growth
momentum, weakening investors' sentiment and sending Hong Kong stock
markets lower. The Hang Seng Index and Shanghai Composite Index were down
by 21% and 1.0% MoM in July, respectively, whereas the Dow Jones Industrial
Average Index was up 4.4%.
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Inbound tourist vs outbound travel
by HK residents

10
» 8
c
Q
@ 6
[0}
o C
52 4
5 €
2 2
€
2 0

1/18 1/20 1722 1724

Inbound tourists
Residents' outbound travel

Source: Bloomberg

S&P Global Hong Kong SAR PMI
60

55
50
45

40
7/21 7/22 7/23 7/24

Source: S&P Global

Equity Indices
Index (30/6/2023 = 100)

130
120
110
A
100 v A
90
80
6/23 9/23 12/23 3/24 6/24
Hang Seng
e Shanghai Composite
Dow Jones

Source: Bloomberg



& BEART

Economic R August
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 securities or 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 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 Hong Kong, 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, 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 involves risks. 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 making any investment.

This material is the property of BEA and is 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.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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