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Market Monitor — Hong Kong
Hong Kong's growth momentum held up in early 2025

e Visitor arrivals grew at a solid pace in the first two months of 2025.

e The Budget rolled out initiatives to build new growth drivers and strengthen
traditional pillar industries.
e The stock market staged a robust rally driven by the Chinese Mainland's

technology development.

Growth momentum held up in early 2025

Hong Kong's tourism sector continued to expand. In the first two months of
2025, total visitor arrivals increased by 7.5% year-on-year (YoY), reflecting a
continuation of the ongoing recovery trend in the tourism sector. The Hong Kong
Tourism Board forecasts that visitor arrivals will reach 49 million in 2025, a 10%
increase from the 44.5 million in 2024. The recent opening of the Kai Tak Sports
Park, Hong Kong's largest sports infrastructure project comprising the 50,000-
seat Kai Tak Stadium, along with a pipeline of mega events, is expected to help
enhance Hong Kong's appeal as a top destination for tourism.

The labour market remained stable while business surveys retreated somewhat.

The unemployment rate was unchanged at 3.1% in the November-January period,
which should underpin a gradual recovery in consumption. In January, retail sales
were down by 3.2% YoY, and merchandise exports grew by 0.1%. Both were
subject to seasonal influences due to the different timing of the Chinese New
Year in 2024 and 2025. Meanwhile, the S&P Global Hong Kong PMI fell into
contraction at 49.0 in February from 51.0 in January amid declining business
activity and new orders. While a softer PMI was likely linked to tariff uncertainties,
low unemployment conditions should continue to sustain Hong Kong's economic
recovery momentum ahead.
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Policy initiatives to build new growth drivers

The 2025/26 Budget rolled out initiatives to build new growth drivers and
strengthen traditional pillar industries. In the latest Budget, the SAR Government
set out a well-rounded development plan. Notably, vast resources will be allocated
for the development of the "Northern Metropolis” and innovation & technology
sector, thereby enhancing Hong Kong's economic capability and diversity. The
Budget also aligns with the national development strategies, with measures to
advance RMB internationalisation, such as promoting the formation of an
offshore RMB yield curve by regularly issuing RMB government bonds and setting
up an RMB trading counter under the Southbound trading of Stock Connect. To
promote cooperation within the Greater Bay Area, various cross-border initiatives
are suggested, covering healthcare, finance, logistics, construction, and data
exchange. These policies are aimed at strengthening Hong Kong's long-term
competitiveness.

The SAR Government is reinforcing fiscal consolidation. The consolidated fiscal
deficit is estimated to be HKD 87.2 billion and HKD 67.0 billion for fiscal years (FY)
24/25 and 25/26, respectively, with fiscal reserves expected to be HKD 580.3
billion by 31 March 2026. The SAR Government has adopted a more stringent
approach in controlling spending by reducing its recurrent expenditure while
raising fiscal resources via expanding revenues and increasing bond issuances.
The fiscal balance is projected to return to a surplus in FY28/29. Regarding the
economic outlook, the Government forecasts GDP growth of 2-3% for 2025, with
headline inflation at 1.8%. In the medium term, the Government anticipates the
Hong Kong economy to expand by 2.9% annually from 2026 to 2029.

The stock market surged strongly

The stock market has staged a robust rally. The Hang Seng Index surged by
13.4% MoM in February. The surge in stock prices was driven by a series of
positive drivers, including the optimism surrounding Chinese Al development,
stronger-than-expected earnings by major technology companies, the Chinese
Mainland's support for the private sector, and expectations for more stimulus
measures to be announced in the National People's Congress in early March.
Rising stock prices are expected to create positive wealth effects and help bolster
consumer confidence and spending ahead.

Home prices continued to consolidate at low levels. The official residential
property price index declined by 0.4% MoM in January, reaching its lowest level
in nearly eight and a half years. In contrast, rental rates rose by 0.4% MoM in
January. The strength in the rental market is supported by a large influx of talents
and a stable job market.
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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.ntml. 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).

© 2025 The Bank of East Asia, Limited
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