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Hong Kong Q2 GDP Growth Moderated After a Strong Q1

Summary:

e Hong Kong's GDP grew by 4.3% YoY in Q2 2026, moderating from 5.9% in Q1.

e Exports of goods accelerated further, while growth in business investment and private
consumption moderated but remained solid.

e With robust economic performance in H1, full-year 2026 growth is likely to attain the

strongest level since 2021.

Hong Kong's GDP growth normalised in Q2, while continuing to reflect solid underlying economic
momentum. The Hong Kong economy expanded by 4.3% vyear-on-year (YoY) in Q2 2026,
moderating from a robust 5.9% expansion in Q1. On a quarter-on-quarter (QoQ) basis, growth fell
into a contraction of 0.6% in Q2, following a robust 2.9% in Q1. Specifically, external trade continued
to act as the primary driver, alongside steady domestic demand.

The global Al supercycle remained the key driver of robust merchandise trade performance.
Growth in real goods exports accelerated from 23.8% YoY in Q1 to 28.8% in Q2, fuelled by buoyant
demand for Al infrastructure and rising semiconductor prices. These factors fuelled brisker export
growth in electrical machinery and office & automatic data processing machines. Across major
export destinations, this strong export momentum was widely observed, including the Chinese
Mainland, the US, the UAE and some ASEAN economies such as Singapore, Thailand and Vietnam.
Concurrently, real goods imports edged down from 29.9% YoY in Q1to 29.3% in Q2. Moving forward,
Hong Kong's merchandise trade is likely to remain resilient, underpinned by sustained growth in
global Al capex. Solid export demand should also help cushion the adverse impacts of lingering US-
Iran geopolitical tensions. The resulting strength in trade activity is also set to support logistics and
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trade-related professional services.

Services trade maintained steady growth. Real exports of services increased by 3.4% YoY in Q2,
compared to 3.3% growth in Q1. Although a detailed breakdown has yet to be released, steady
services exports were likely supported by vibrant cross-border financial activities and resilient
inbound tourism. Meanwhile, imports of services eased from 3.8% YoY in Q1 to 2.8% in Q2. Looking
ahead, active fundraising activity in Hong Kong capital markets should further boost financial
services exports, while a strengthening RMB is expected to fuel further growth in Mainland Chinese
tourist arrivals. The outlook for services trade continues to be sanguine.

Private consumption growth eased slightly but remained solid. Private consumption expenditure
rose by 2.9% YoY in Q2 2026, compared to 4.9% in Q1. The easing was partly driven by unfavourable
base effects. During Q2, a pullback in vehicle sales was widely anticipated due to the expiration of
the government's EV replacement scheme, which front-loaded certain demand in Q1. In addition,
the labour market has held up fairly well, with the unemployment rate stabilising at 3.7% in Q2. A
sustained recovery in the residential housing market also provided tailwinds for consumption
growth via positive wealth effect.

Investment activities softened. Gross domestic fixed capital formation decelerated from a rapid
18.3% growth YoY in Q1to 4.6% in Q2. The Middle East geopolitical tensions, the subsequent rise in
global energy prices and rising rate hike expectations by the Fed would be the factors weighing on
corporate sentiment. Besides, inventory changes are estimated to be positive in Q2, contributing
approximately 2.0 percentage points to headline YoY GDP growth.
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The 2026 annual growth outlook remains constructive, underpinned by a robust H1 performance.
Despite the moderation in Q2, overall growth in H1 stood at a firm 5.1% according to our estimates.
Externally, trade is expected to maintain robust growth, driven by substantial global Al demand.
Domestically, consumption momentum is expected to revive as temporary headwinds fade.
Furthermore, sustained supportive fiscal policies will continue to beef up public investment. While
sequential growth is expected to normalise in H2 following a strong H1, full-year growth is likely to
attain the strongest level since 2021.
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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).
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