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Michael specialises in IPO advisory, business and due diligence
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Hong Kong’s economic snapshots 2023
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Unemployment rate

+16.2%

Retail sales
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(Mainland visitors: 27 million)
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Hong Kong’s key economic performance

Supported by a rebound in inbound
tourism and private consumption,
Hong Kong's economy continues to
recover, with GDP growing by 3.2%
YoY in 2023, after contracting by
3.7% in 2022.

Hong Kong GDP growth
(YoY % change)

6.4

Source: Census and Statistics
PwC

The consumer price index remains
moderate, rising by 2.1% in 2023.
Domestic business costs may
increase as the economy continues
to recover.

Composite CPI (%)
2.9

2018 2019 2020 2021 2022 2023

The overall unemployment rate
remains low. The labour market
would remain tight in the near future.

Overall unemployment rate (%)

5.8 50
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China’s economic snapshots 2023
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China’s key economic performance

« China’s economy is gaining momentum, with GDP growing 5.2% year-on-year in 2023, above the government's target of 5%.

« The employment market is generally stable, with the urban unemployment rate improving from 5.6% in 2022 to 5.2% in 2023, while
domestic demand is relatively stable, with the CPI rose slightly to 0.2% year-on-year, the slowest growth since 2010 and below the

government's target of 3%.

« China's growth target for 2024 will be announced at the Two Sessions meeting in March, with at least 8 of China’s top cities already setting
their growth target above 5%, despite global uncertainties and domestic challenges.

« Major financial institutions expect China’s economy to grow slower, averaging 4.7% in 2024.

China GDP growth (YoY%)
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China's top cities set GDP growth

targets above 5% for 2024

2024 GDP forecast (YoY %)
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Major financial institutions expect
China’s economy to grow at a
slower pace

2024 GDP forecast (YoY %)
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China’s retail market landscape

Consumption is a key driver of economic growth, and the retail market has recovered, with retail sales rising 7.2%

year-on-year to RMB47 trillion in 2023, surpassing the pre-Covid level of RMB41 ftrillion in 2019.

China retail sales and growth, China retail sales by major consumption China retail sales by major consumption
RMB Trillion 2019 to 2023 YoY type, 2022 to 2023 (RMB trillion) type in 2023 (YoY % change)
50 47 14%
45 12.5% 44 12% Catering services ! 3-3 Catering services m——————— 2().4%
Automobile . . o
40 10% Petroleum and related, . mm—— 2.3 Gold, Silver and Jewelry  mm—=9.8%
Grain, oil, foodstuff —— 1.9 Tobacco and Liquor  memmmmmm 9.1%
35 8% ] ] I
7.2% Garment, footwear, hats, .. m—1 4 Garments, Footwear,.. m—— 8 4%,
30 6% Household appliances and. . == (;).: Communication Appliances 8 4%
Commodities === U. .
o5 4% — Automobile m—" g 29
° Traditional Chinese and.. === 0.7 vomo .I © 6 fA)
20 2% Communication appliances === 0.7 Cosmetics 5.2%
- 0 Tobacco and liquor == 0.6 Grain, Oil, Foodstuff m 1.2%
(o] .
Cosmetics = 0.4 Petroleum and Related..m 1.0%
10 2% Cultural and 9ffice app!inaces = 0.3 Commodities ¥ 0.9%
o Gold, silver and jewelry = 0.3 B .
5 -4% Beverages ™ 0.3 Traditional Chinese and... 0.0%
0 6% Furniture = 0.2 Household Appliances and== -1.9%
2019 2020 . 2021 2Q22 2023 0 1 2 3 4 5 6 Fursiters= -7.3%
mmmm Total retail sales (RMB ftrillion) ]
Cultural and ©ifices= .7 19,
——Total retail sales growth (YoY %) m2023 (RMB ftrillion) = 2022 (RMB ftrillion)
-10% 0% 10% 20% 30%
m 2023 (YoY % change)
Source: National Bureau of Statistics Note: The above breakdown announced by the government accounting for around 50% of the total retail sales.
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Hong Kong retail market landscape

Hong Kong retail sales rose 16.2% year-on-year to HKD407 billion in 2023, returning to 84% of the pre-pandemic levels in

the same period of 2018 or 94% of 2019.

Hong Kong retail sales and growth, 2013 to 2023 Hong Kong online retail sales and its proportion, 2020-2023
600 20% 40
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mmm Retail sales (HKD billion) ——Retail sales (YoY % change) mmm Online retail sales (HKD billion) ——in % share of total retail sales

Source: Census and Statistics
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Monthly Hong Kong retail sales, 2023 and 2024 (forecast)

Monthly Hong Kong retail sales, 2023 and 2024 (forecast) Half year retail sales, 2023 and 2024
(forecast) (HKD billion, YoY % change)

40
36 37 37 36 2024 2024
3535 33 34 34 (forecast) (forecast)

2.4%
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Jan un July Nov Dec

m Retail sales in 2023 (HKD billion) Retail sales in 2024 (HKD billion) (forecast)

Source: Census and Statistics, forecast by PwC
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Retail sales and forecast by retail outlet (2019-2024)

Hong Kong retail sales value by retail outlet

HKD billion

Total retail sales value

Jewellery, watches and clocks, and valuable
gifts

Supermarkets
Clothing, footwear and allied products

Electrical goods and other consumer durable
goods, not elsewhere classified

Food, alcoholic drinks and tobacco
Department stores

Medicines and cosmetics

Motor vehicles and parts

Fuels

Furniture and fixture

Other consumer goods

Source: Census and Statistics, forecast by PwC
PwC
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53
54
40

43
46
43
16
10

7
52

30

58
32
35

38
36
22
15
10

7
44

39

54
38
42

36
35
22
17
11

8
51

39

54
35
43

36
31
23
17
12

7
53

60

51
49
41

38
35
32
19
10

7
65

16.2%

55.0%

-5.7%
41.3%
-4.9%

4.2%
12.4%
38.9%
10.8%
-9.7%
-10.0%
22.6%

2024
Forecast
428

67

52
52
42

41
42
36
19
1

7
59

Forecast
YoY % change

5.2%

11.4%

1.6%
5.8%
3.1%

8.1%
19.4%
13.9%

1.1%

5.3%

6.3%
-9.1%
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Inbound tourism continues to recover

The total number of visitors exceeded 34 million in 2023, returning to 52% of the same period in 2018, when visitor arrivals
reached the highest level in the last 20 years.

The total number of mainland visitors in 2023 reached around 27 million, accounting for 79% of the total number of tourists

and returning to 53% of the same period in 2018.

Tourist remains a key driver of Hong Kong’s retail market.

Hong Kong visitor arrivals, 2018 to 2023

4 3 0.1 0.1 0.6 0.4
S — AN / - 7
2018 2019 2020 2021 2022

m Total visitors (million people) ® Mainland visitors (million people)

*Note: Visitor arrivals in 2018 is the highest in the last 20 years.

Source: Census and Statistics
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Factors weigh on retail sales in 2024

PwC

Global economic headwinds
Geopolitical tensions

Uncertainties in Hong Kong'’s equity and real estate markets

- Impact the local economy and consumer market

Appreciation of the Hong Kong dollar against the renminbi

- The growing trend for Hong Kong residents “tripping north” to Shenzhen
and travelling overseas

Transformation in shopping habits

Retail sales will recover more noticeably in the second half of 2024
with the expectation that global interest rates would be gradually
eased from the second quarter of the year onwards

- Benefiting equity and real estate market valuations

- Possible rebound of the renminbi is expected to diminish the price
differential between the Chinese mainland and Hong Kong.

- Hong Kong residents’ consumption may shift back to their home market
and more Mainland Chinese will come to Hong Kong for travel and
shopping.
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Factors weigh on retail sales in 2024 |} BB IBE

Hi= &R &5 1
DAY X NIGHT

We expect Hong Kong’s local retail to improve, as inbound tourism continues to pick X ' - VIBES
up and Hong Kong residents’ outbound travel rush may recede. SlepisTrieTs

The Hong Kong government launched the ‘Hello Hong Kong’, ‘Night Vibes Hong
Kong’ and ‘Day and Night Vibes at 18 Districts’ campaigns to promote shopping,
entertainment and dining experiences for visitors and residents. While these may p AL
have cheered the public’s mood in the short term, sustainable recovery requires = = Gl
more substantive and long-lasting initiatives. S S

Warehouse club retail stores in the mainland have become a new shopping hotspot
for Hong Kong residents. We expect this consumption craze to subside.

To promote a ‘mega event economy’ and to re-establish Hong Kong's
reputation as an events capital, the government should organise more regional
financial forums and trade fairs, as well as international sports and cultural events,
including art exhibitions, concerts, luxury brand fashion shows and other world-class
events in long term.

Kai Tak area to be the next key shopping and activities place in Hong Kong to help
transform the district into a large-scale lifestyle retail and leisure location with . :
increased traffic and spending. ! i A PO
s Change Asia
The resumption of multiple entry permits for Mainland tourists may also have a e —

positive impact on the local retail market.

PwC
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The retail landscape in Hong Kong is influenced by a range of factors that require retailers to be proactive.

Retailers should demonstrate resilience and adaptability by embracing digitalisation and implementing innovative strategies to
enhance the customer experience.

The rise of online shopping and generative Al has led even traditional retailers to utilise online platforms for selling their goods and
services.

Like many other frontline industries in Hong Kong, the retail sector is facing a labour shortage. In order to improve operational efficiency, '

e

retailers should consider adopting automation and digitalisation to capture value.

Retailers must also adapt their business strategies to changes in consumer preferences, such as the growing demand for eco-
friendly products and services.

To broaden their customer base, retailers should not only rely on marketing tactics targeting Gen-Z, but also aim to attract middle-aged
and silver-haired customers.

It is crucial for industry stakeholders to equip themselves with the necessary knowledge and strategies to succeed in this ever-evolving
retail environment.
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Hong Kong waste management policies

Aligning with global trends, Hong Kong government is implementing series of policies and also providing incentives to encourage waste

reduction, recycling and circular economy.

Regulations

2015 2018
Launch of plastic Implementation of PRS on
shopping bag charging electronic appliances

iy

2017

Implementation of PRS on
glass beverage containers

Incentives/ voluntary schemes

el

Media plan for
HK retail outlook 2024
PwC

22 April 2024 (upcoming)

Increased the charging level
of plastic shopping bag

EH

%/ —

Support the industry to Reward scheme for opting
phase out microbeads out disposable tableware

“Green$” to promote
recycling behaviour

From 2025 (upcoming)
PRS on plastic drink bottles,

New regulation on disposable beverage cartons, EV batteries,
plastic tableware & products vehicle types and lead-acid batteries

l 2035
T Zero waste to landfill

1 August 2024 (upcoming)

Implementation of MSW
Charging

Gl

Recycling

$2 billion to support
the recycling industry

Legislations and policies listed here are not exhaustive



Circularity

We are very used to make, use and throw. Scarcity of resources, climate changes and other environmental challenges are challenging the
sustainability of our way of living. Circularity is not a trend or an option. It is what we need to do.

Circular Economy (CE)

Linear Economy

Make Use

W [0

Linear economy

Circular
sourcing
(materials
& energy)

Sustainable
design

Resource

efficiency Production

Distribution / retail
Product as

a service

Usage /
consumption

Waste / value
leakage

PwC

Recycling
from
consumption

Recycling
from
manufacturing

Refurbishing/
remanufacture
| repurpose
(up-cycling)
Reuse/

cascading/
redistribution

Usage
optimisation/
maintenance

Sharing/
virtualising

Extend use period Minimise
of resources waste

Cricular Economy

@

Cycle waste as
inputs

0

[aa]

Y
i

Triple bottom
line impact

Substituting finite materials for renewable ones

Redesign of products to require

less material and energy

Shifting to product-as-a-service models

Setting up product take-back schemes

Recovering and repurposing waste

Design

Manufacture

Use

End-of-life

19



CE is one of the fastest growing sustainability policy areas
globally & it is experiencing a surge in momentum

| Ko 5 — A
: Key circular ] Regulation on recycled plastic food contact ~ Corporate sustainability reporting directive
' economy policies 1 materials (CSRD)
_ EU policy framework on biobased, New regulation on batteries and waste batteries
New circular  pjodegradable and compostable plastics
Seelleinl/ Critical raw materials act (Proposed) Future
action plan Revision to legislation on packaging and
packaging waste (proposed) Green claims directive (Proposed) outlook
UNEA
Carbon border adjustment mechanism (CBAM) GIOba_“
Plastics
Treaty
. . (2024)
e ——eSyrge-inTmomentumronrcircular-economy
Future
focus
EU strategy for plastics in a circular expected to
economy shift from
plastics to
e-waste
Various policies implemented
T

in APAC region including:

China . - Indonesia

Thailand
Japan
First CE Policies introduced in Marl)aysia Australia
China, Japan and ASEAN Philippines New
region - South Korea ggaland
PWC - Vietham Ingapore 20
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Making business sense

While new regulations will increase operating costs of corporates in the short run, integrating circularity concepts into ways of doing
businesses may create new opportunities, create long term values and win investors and consumers over.

New products and
servicing model

Waste reduction Collaboration &
Cost optimisation innovation

& compliance
i \’
y

Supply chain
resilience &
“reconfiguration”

Resource scarcity
/ diversification

Reduced environmental

Consumer

Corporate satisfaction
value

| CLOSED

-_-|-|_'|'=‘ |:._|1 -'_lf FiL'L'F-E'ss

Media plan for
HK retail outlook 2024
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