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Market Monitor — Hong Kong
External demand remained a tailwind for the economy

]

e Hong Kong's merchandise exports in July marked five consecutive months of
growth, indicating continued tailwinds from external demand.

e Home prices dropped to a near 8-year low amidst elevated interest rates,
whereas rental levels were just 3% shy of the record high seen in Q3 2019 on
the back of an influx of talent via various admission schemes.

e Activities for both property and stock markets have stayed muted in recent

months, but the upcoming rate cut would help stabilise the markets.

Strong external demand propelled trade growth

Merchandise exports remained on an uptrend. Hong Kong's total merchandise
exports jumped by 13.1% YoY in July, marking the third-fastest monthly growth so
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exports. In addition, the updated figures for GDP showed that the Hong Kong
economy grew by 3.3% YoY in Q2, consistent with the advanced estimates
published in late July. The SAR Government kept its 2024 economic growth
forecast unchanged at a range of 2.5%-3.5%. We view that the growth forecast
should be attainable as the recovery continues to progress steadily.

Source: Bloomberg
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Inbound tourism saw ongoing recovery during the summer. Visitor arrivals in
August jumped by 14% MoM (or 9% YoY) to 4.5 million, marking the best monthly
arrival figures since the post-pandemic normalisation of cross border travel in
early 2023. For the first 8 months of 2024, visitor arrivals grew by 44% YoY to
around 30 million, equivalent to around 70% of the pre-pandemic levels during
the same period in 2018. However, outbound tourism remained strong as the
number of residents’ outbound trips increased by 7% YoY to a new record high of
9.4 million in August. Meanwhile, retail sales remained largely sluggish, with the
retail sales value in July down by 11.8% YoY, marking the fifth consecutive month
of decline. Changes in consumption patterns among visitors as well as a strong
HKD exchange rate are some of the factors affecting Hong Kong's retail sales,
despite the rebound in visitor arrivals.

Asset market activities stayed muted. The residential property market has been
under pressure along with a volatile stock market performance. Particularly, the
official home price index saw another MoM decline of 1.9% in July, marking the
third consecutive month of decline. As of July 2024, the index was down by 4.7%
year-to-date and by around 25% from its peak in Q3 2021. Concerns over housing
oversupply and elevated interest rates were the key factors weighing on the
market. Home sales momentum also slowed. The number of private residential
transactions dropped to 3,654 units in August, reaching a new low after the
relaxation of demand management measures in February. That said, the
residential rental market has been resilient, with an influx of migrants under
various talent admission schemes. The official rental rate edged up by 1.1% MoM
in July and was just 3% shy of the record high seen in Q3 2019.

In the stock market, the average daily turnover of the Hong Kong securities
market was down by another 3% MoM to HKD 96 billion in August, marking the
second-lowest monthly figure so far in 2024. Besides, IPO fundraising for the first
seven months of 2024 was down by 15% YoY to around HKD 18 billion, the lowest
first seven-month figure in the past decade. Nevertheless, the anticipated interest
rate cut is expected to uplift stock market sentiment and bolster confidence
among consumers, investors and potential homebuyers, thereby strengthening
the outlook of the asset and retail markets.

The Hong Kong stock market soared on rising hopes of rate cuts

The Hang Seng Index surged in August. Rising expectations of US interest rate
cuts became a major catalyst for the Hong Kong stock market, fuelling a
resurgence of risk-on sentiment. Particularly, rate-sensitive sectors in Hong Kong
edged notably higher. At present, Hong Kong stocks' valuation remains near the
lowest end of historical records. Overall, the Hang Seng Index was up by 3.7%
MoM in August.
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Inbound tourist vs outbound travel
by HK residents
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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 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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