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¢ Hong Kong's economic growth beat expectations, rising 3.1% YoY in Q1 2025,
driven by external demand.

e The Hong Kong Monetary Authority intervened in the FX market amid capital
inflows and a weak USD.

e Trade tensions induced stock market volatility in April, while property prices
showed signs of stabilisation.

Growth accelerated in Q1, driven by external demand

Hong Kong's economic growth exceeded expectations in Q1 2025. Real GDP
growth reached 3.1% year-on-year (YoY) in Q1 2025, up from 2.5% in Q4 2024. On
a quarter-to-quarter (QtQ) basis, growth accelerated from 0.9% in Q4 to 2.0% in
Q1. During the quarter, net exports of goods were the primary growth driver, with
real exports and imports of goods rising by 8.7% YoY and 7.4%, respectively, while
real exports of services recorded robust growth of 6.6% YoY, driven by a recovery
in inbound tourism and cross-border financial services. Meanwhile, gross
domestic fixed capital formation grew by 2.8% YoY in Q1, fuelled by public
construction and a revival of property market transactions. Government spending
increased by 1.2% YoY in Q1. However, private consumption remained in
contraction, down by 1.2% YoY in Q1 due to shifting consumption patterns among
residents. Going forward, the high tariff rate and prolonged negotiation between
China and the US are expected to cloud the external outlook for Hong Kong, but
the enhanced policy support from the Mainland, improving financial market
vitality and potential rate cuts are likely to sustain moderate growth ahead.
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Inbound tourism is on the path to a further recovery. In April, total visitor arrivals ~ Inbound tourist vs outbound travel
recovered further in April and reached 3.8 million, an increase of 13.5% YoY. In by HI1(2residents
early May, the number of inbound tourists continued to rebound during the labour e 10
day holidays from 1 to 5 May, rising 21.7% YoY to 11 million. That said, the local § 8
retail sales and restaurant receipts still posted further declines, though at a = 5
narrowing pace, by 3.5% YoY and 0.6% in March and Q1, respectively. With the £ 4
enhanced tourism offerings, including a variety of mega-events and international g 2
conferences, improving financial and property market sentiment as well as stable 5 0
employment market conditions, local retail sales and consumption activities are £ 1118 120  1/22  1/24
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expected to bottom out gradually ahead.
Inbound tourists

Residents' outbound travel

A new round of capital flows into Hong Kong Source: CEIC

The Hong Kong Monetary Authority (HKMA) intervened again amid capital

inflows and a weak US dollar (USD). Since the announcement of US reciprocal

tariff policy, market confidence in the USD has soured, driving capital flight from

US markets and weakening the USD. Besides, Hong Kong dollar (HKD) liquidity USD/HKD Exchange Rate
conditions were once relatively tight, thanks to rising stock market turnover, an

increase in dividend payments, and a resurgence of fundraising activities. As a

result, the HKD appreciated and triggered the strong-side Convertibility
Undertaking at HKD 7.75 to USD 1in early May, prompting the HKMA to intervene

by injecting HKD 129.4 billion into Hong Kong's aggregate balance between 3 and 7.80
6 May. However, HKD demand retreated, and its exchange rate weakened towards

the 7.77 level following an IPO activity. Additionally, HIBOR declined notably, with

an expanded aggregated balance of HKD 174.1 billion.
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HKMA led the banking sector to enhance support for businesses. In April, the

HKMA and 18 banks of the Taskforce on SME Lending announced targeted credit Source: Bloomberg
reliefs and liquidity support measures, including flexible repayment arrangements,
deferment of repayment periods and other tailored credit arrangements to assist
sectors grappling with global trade tensions and economic uncertainties.
Meanwhile, the China Securities Regulatory Commission (CSRC) pledged to
strengthen Hong Kong's role as an international financial centre. In a press
briefing in May, the CSRC will continue its efforts to include real estate investment
trusts (REITs) and add an RMB trading counter to the connectivity scheme. CSRC
will support the launch of cross-border investment and risk-management
products and encourage the return of foreign-listed Mainland firms to Hong Kong.
These measures are part of the policy package to shore up the nation's capital
markets as the trade war ramps up.
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Heightened financial market volatility amid trade tensions

Property prices showed signs of stabilisation. In March, the official home price
index fell by 0.5% month-on-month (MoM) and by 1.7% compared with the end of
2024. That said, sentiment has improved following the relaxation of stamp duty
in the 2025 Budget, as the Centa-City Leading Index, a price gauge for secondary
market transactions, increased slightly in April and the number of residential
property transactions rose 6.1% MoM during the month. The rental market
remained resilient, with the official rental rates rising by 0.1% MoM in March,
driven by a talent influx. Going forward, Hong Kong's housing market could
stabilise further, underpinned by the global monetary easing cycle.

The financial market exhibited volatility in April. The Hang Seng Index (HSI)
declined sharply after the announcement of the US reciprocal tariffs but
rebounded on hopes of de-escalation of trade tensions and expectations of
Mainland's stimulus measures. The HSI fell by 4.3% MoM in April. Financial
markets are expected to stay volatile amid uncertainties over trade negotiations
and further support from the Mainland.
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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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