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Hong Kong’s 4Q GDP growth accelerated to 4.3%

2023 growth at 3.2%; government expects sustained growth of 2.5-3.5% in 2024

Consumers remained the main pillar; but exports drove the acceleration

Headwinds from tight financial conditions; offset by Budget stimulus

Overview

Hong Kong’s final 4Q GDP was left unchanged at +4.3% y/y and +0.4% q/q
respectively from flash estimates (3Q: +4.1% y/y and +0.2% y/y), marking
the second consecutive quarter of acceleration although growth was
initially below consensus forecast. With this, the economy rebounded from
-3.7% y/y in 2022 to +3.2% y/y in 2023 and is expected to grow between
2.5-3.5% y/y in 2024.

Details

Largely driving the stronger y/y growth in 4Q was a turnaround in exports
of goods due to low base effect (+2.6% y/y vs -8.7% y/y), while exports of
services remained robust with double digit expansion (+22.2% y/y vs
+23.2% y/y), thanks to the revival of visitor arrivals after the resumption of
normal travel with China and the rest of the world. Private consumption
remained the main contributor to growth, although it moderated to 3.3%
y/y (3Q: +6.2% y/y) due to tightened financial conditions, but also
supported by the removal of anti-epidemic measures throughout the year,
rising household income and the Government's various initiatives.

Outlook

The undershot in 4Q GDP largely shows that the economy is still feeling the
pinch from a slowing China economy and tightened financial conditions
globally, the latter weighing on exports but could stabilise in the year as the
major economies cut rates. We view the 33.6% y/y jump in January exports
as a blip, partially underpinned by low base effects due to the timing of the
Lunar New Year.

Moving forward, the Government is expecting the economy to expand by
2.5-3.5% in 2024, and averaging 3.2% from 2025 to 2028. With this,
domestic cost pressures are also expected to accelerate alongside the
economic recovery, partially offsetting the easing external price pressures.
The Government also expects core and headline inflation rate to average
1.7% and 2.4% (2023: 1.7% and 2.1%).

The difficult external environment, especially from China, will continue to
pose pressures on exports although it may stabilise later in the year if
advanced economies cut interest rates as expected. External demand will
also face headwinds from geopolitical tensions which could disrupt global
supply chains. In fact, Maersk North America President Charles van der
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Figure 2: More moderate consumer
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Figure 3: Property market boost from the Budget
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Steene also warned customers that they should be prepared for the Red Sea
situation to last into the 2H of the year and to build longer transit times into
their supply chain planning.

Domestic wise, visitor arrivals should increase further as handling capacity
continues to recover, with additional boost from the Government's efforts
to promote 80 mega events and tourism like Art Basel. Together with the
Government's various measures to support consumers like the reduced
salaries tax that is expected to benefit 2.06m taxpayers, rising household
income should continue to support private consumption. However, high
borrowing costs may remain a constraint and tourism spending could be hit
by weakened spending power from the Mainland visitors in the near term.

Notwithstanding the tight financial conditions, investment, both fixed and
non-fixed, should also grow further alongside continued economic growth
further supported by newly unveiled Budget measures to boost:

] Businesses — such as giving funding to help SMEs to expand e-
commerce operations and reduced profits tax by 100%, subject to
HKDS3k ceiling

. Foreign investment — The Government is working to launch a Hong
Kong-focused ETFs in the Middle East; will be proactively attracting
family offices, asset and wealth management industry through the
new Capital Investment Entrant Scheme; pressing ahead with the
development of an offshore RMB ecosystem; in discussion with
Mainland authorities over the introduction of block trading and the
expansion of mutual market access regime to cover REITS

= Property sector — scrap all property cooling measures with
immediate effect while HKMA has adjusted its mortgage rules that
includes a reduction in its loan-to-value ratios. It remains
questionable whether this is adequate to reverse the property
downturn due to the expensive interest rates.

= Accelerating high-quality development in the green future,
innovation & technology, aviation and maritime, intellectual
property as well as legal and dispute resolution services. For
example, the Government is expediting the establishment of an Al
Supercomputing Centre and the Al Subsidy Scheme to advance
technology companies.
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Figure 4: Exports supported growth in 4Q
and in January
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DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of
any particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer
or solicitation with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a
part of any contract or commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be
reliable and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or
suitability of the data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the
opinion of HLBB or any of the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without
notice and the opinions do not necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update
this report or to otherwise notify a reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or
estimate set forth herein, changes or subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by
reason of negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising
out of, contained in or derived from or omission from the reports or matter.

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group.
These entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other
activities for their own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their
own account or for the account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with
its business activities, may possess or acquire material information about the financial instruments. Such activities and information may involve
or have an effect on the financial instruments. HLB Group have no obligation to disclose such information about the financial instruments or
their activities.

The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts
made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this
report are based on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be
construed as a representation that the matters referred to therein will occur. Any projections or forecasts mentioned in this report may not be
achieved due to multiple risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailability of
complete and accurate information. No assurance can be given that any opinion described herein would yield favorable investment results.
Recipients who are not market professional or institutional investor customer of HLBB should seek the advice of their independent financial
advisor prior to taking any investment decision based on the recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses,
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB
does not accept responsibility whatsoever for any such material, nor for consequences of its use.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the
use of the addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any
purpose, without the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain
countries. Persons into whose possession this report may come are required to inform themselves about and to observe such restrictions. By
accepting this report, a recipient hereof agrees to be bound by the foregoing limitations.
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