
CHAPTER 2 : THE EXTERNAL SECTOR

Summary

· The external environment remained difficult in the second quarter of 2023.  Central banks in the US and Europe continued to tighten monetary policies to tame inflation during the quarter, posing further drag on demand.  Meanwhile, the Mainland economy continued to recover though the momentum showed some moderation.  In July, the International Monetary Fund (IMF) forecast that global economic growth would slow further to 3.0% in 2023(1), and warned that the global outlook remains clouded by a number of downside factors. 
· The weak external demand for goods continued to put intense pressure on Hong Kong’s export performance.  Hong Kong’s merchandise exports plunged further by 16.6% year-on-year in real terms(2) in the second quarter.  Exports to the Mainland, the US and the EU fell sharply.  Exports to other major Asian markets recorded notable declines.  
· Exports of services continued to grow markedly by 22.9% year-on-year in real terms in the second quarter.  Exports of travel services jumped over eight‑fold as visitor arrivals surged further.  Exports of transport services rose further alongside the continued recovery of inbound tourism, and exports of business and other services showed modest growth.  Meanwhile, exports of financial services declined further.
· The Government continued to strengthen Hong Kong’s economic links with the Mainland and overseas economies.  A Memorandum of Understanding (MOU) was signed with Guangdong and Macao authorities on jointly promoting the development of standards in the Guangdong-Hong Kong-Macao Greater Bay Area (GBA).  The Chief Executive and various Principal Officials visited different Mainland cities and overseas economies to strengthen connections and deepen collaboration in areas such as trading and commerce, investment, finance and innovation and technology.

Merchandise trade

	External environment

2.1 The external environment remained difficult in the second quarter of 2023.  As inflation in the US and Europe stayed high despite softening from their earlier peaks, their central banks continued to tighten monetary policies during the quarter, posing further drag on demand.  Meanwhile, the Mainland economy continued to recover, though the momentum showed some moderation especially in the early part of the quarter.  In July, the IMF forecast that, mainly due to the deceleration of the advanced economies, global economic growth would slow further from 3.5% in 2022 to 3.0% in 2023.  The IMF also warned that the global outlook remains clouded by a number of downside factors, including persistently high inflation triggering more restrictive monetary policy, financial sector turbulence, slower recovery in the Mainland, sovereign debt distress and geoeconomic fragmentation.

2.2 The Mainland economy grew by an accelerated 6.3% year-on-year in the second quarter against a low base of comparison.  On a quarter-to-quarter comparison, the economy expanded only moderately by 0.8%.  The authorities have introduced further measures to support the economy in recent months.  On monetary policy, the People’s Bank of China enhanced countercyclical policy support and lowered benchmark policy interest rates by 10 basis points.  Separately, fiscal and other macroeconomic measures were adopted to bolster domestic consumption and support private enterprises.  To stabilise the housing market, the authorities extended supportive measures announced last year to end‑2024, and further boosted demand by lowering the down payment ratio and mortgage rates as well as relaxing restrictions on granting mortgages.

2.3 As regards the advanced economies, the US economy recorded an accelerated annualised growth of 2.4% in the second quarter on a seasonally‑adjusted quarter‑to‑quarter basis.  Yet, growth in personal consumption especially spending on goods slowed sharply.  Despite some easing, core personal consumption expenditure inflation stayed well above the Federal Reserve (Fed)’s target of 2%.  The Fed thus raised the target range for the federal funds rate further by 25 basis points each in May and July, and continued to reduce the size of its balance sheet as planned.  In the euro area, the economy remained weak in the second quarter, growing by 0.3% on a seasonally-adjusted basis over the preceding quarter.  With headline inflation staying elevated, the European Central Bank raised key interest rates by 25 basis points each in May, June and July.

2.4 In other parts of Asia, while domestic demand remained resilient, weak exports amid the difficult global economic environment posed a drag to economic growth in the region.  Intra-regional trade saw visible falls in tandem.  As inflation in the region largely softened, many central banks paused monetary policy tightening or cut interest rates during the quarter (see Box 2.1).



Box 2.1
Inflation situation in selected Asian economies 
Global price pressures increased notably in 2022.  The rapid escalation of geopolitical tensions triggered an upsurge in international energy and commodity prices.  Meanwhile, reviving global demand against lingering pandemic-related supply disruptions further fuelled inflation.  Consequently, inflation soared to multi-decade highs in many advanced economies in the latter part of 2022.  Many Asian economies also faced increased inflationary pressures, albeit less intense than in the advanced economies.  Headline consumer price index (CPI) inflation of most selected Asian economies([footnoteRef:2]) peaked in the third quarter of 2022 before showing some easing towards the year-end (Chart 1). [2: ()	Include Singapore, Korea, Taiwan, Malaysia, Thailand, Indonesia, the Philippines, India and Vietnam.] 

Chart 1: Headline consumer price inflation for selected Asian economies [image: ]
Sources :	CEIC and internal estimation.
Note : 	Central banks of Taiwan, Thailand, Indonesia, the Philippines and India set their inflation targets in the form of ranges, while those of Korea and Vietnam adopt specific point targets.  Central banks of Singapore and Malaysia do not have explicit inflation targets, though the former considers a core inflation rate (which excludes the costs of accommodation and private transport) of 2% consistent with overall price stability.

Inflation of the selected Asian economies generally continued to moderate on entering 2023, and the downtrend turned more apparent in the second quarter.  In particular, the headline CPI inflation of Taiwan, Thailand, Indonesia and India have receded back within their central banks’ inflation target ranges, and that of Vietnam has even slipped below the target.  Inflation of the Philippines and Singapore, while still elevated at 6.0% and 5.1% respectively in the second quarter of 2023, were notably lower than their recent peaks.
The moderation of consumer price inflation in selected Asian economies can be attributed to a number of factors.  First, receding food prices have substantially relieved inflationary pressures, as food is the largest CPI component in most selected Asian economies([footnoteRef:3]).  According to the Food and Agriculture Organisation for the United Nations, global food prices [3: ()	Food is the largest CPI component for India, Thailand, the Philippines, Vietnam, Malaysia, Taiwan and Indonesia, carrying shares of 46%, 40%, 38%, 34%, 30%, 25% and 22% respectively.] 

have recorded 15 consecutive months of declines since peaking in March 2022, leading to a
Box 2.1 (Cont’d)
cumulative 23.4% drop.  Positive supply shocks including good harvests as well as the extension of Black Sea Grain Initiative([footnoteRef:4]) contributed to the continued decline in global food prices.  Besides, the retreat in energy prices also played a role in containing inflation.  According to the International Monetary Fund (IMF)’s energy price index, energy prices as of May 2023 have receded by 55.0% from its recent high in August 2022.  As most of the selected Asian economies are net energy importers, the decline in international energy prices helped tame price pressures on their energy-related items such as transport costs. [4: ()	It is an agreement between Russia, Ukraine and Türkiye as proposed by the United Nations, allowing for commercial food and fertilizer to leave Ukrainian ports with effect from 22 July 2022 to ensure global food security.  The agreement was subsequently renewed in November 2022 and May 2023, but suspended in July 2023.] 

Moreover, the selected Asian economies have implemented an array of measures to contain inflation.  Many Asian economies have introduced price controls and subsidies for selected consumption items with a view to mitigating the impact of inflation on people’s livelihood.  For example, Thailand has placed price controls on numerous essential goods (including food items such as rice, corn, egg, etc.) and services (e.g. medical services) which will stay effective till June 2024.  Korea has extended automotive fuel tax reductions to August 2023, while Malaysia has continued its fuel subsidies.  Furthermore, central banks of the selected Asian economies progressively tightened their monetary policies via multiple interest rate hikes throughout 2022 and early 2023 (Table 1) or, in the case of Singapore, appreciation of domestic currency([footnoteRef:5]).  As inflation gradually recedes in the region, most central banks have halted their policy tightening more recently, with Vietnam even cutting its policy rates twice by a total of 1.5 percentage points in the first half of 2023. [5: ()	The Monetary Authority of Singapore tightened its exchange rate-based monetary policy three times during March 2022 to October 2022.] 

Table 1: Pace of interest rate hikes (as at 4 August 2023)
	
	Number of rate hikes since March 2022(*)
	Cumulative increment
(%-points)
	Latest round of rate hike
	Latest policy rates (%)

	US
	11
	5.25
	July 2023
	5.25-5.5

	Korea
	7
	2.25
	January 2023
	3.5

	Taiwan
	5
	0.75
	March 2023
	1.875

	Malaysia
	5
	1.25
	May 2023
	3.0

	Thailand
	7
	1.75
	August 2023
	2.25

	Indonesia
	6
	2.25
	January 2023
	5.75

	Philippines
	9
	4.25
	March 2023
	6.25

	India
	6
	2.50
	February 2023
	6.5

	Vietnam
	2
	2.00
	October 2022
	3.0

	Note : 	(*)	The US Federal Reserve began the current round of monetary tightening in March 2022. 


Looking ahead, inflationary pressures worldwide are expected to ease further in the near term.  In the latest World Economic Outlook, the IMF projected the global inflation to ease to 6.8% in 2023, a downward revision from the previous forecast of 7.0%.  While upside risks to global food prices re-emerged lately as a result of geopolitical tensions and extreme weather-related events, central banks in the region may need to seek a balance between containing inflation and supporting growth as global economic headwinds remain.

	Merchandise exports

2.5 Hong Kong’s merchandise exports plunged by 16.6% year-on-year in real terms in the second quarter of 2023, after falling by 20.9% in the preceding quarter.  The weak external demand for goods continued to put intense pressure on export performance.

Table 2.1 : Merchandise exports
(year-on-year rate of change (%))

	
	In value
terms

	In real
terms(a)
	Change
in prices

	2022	Annual 
	-8.6
	-14.8
	
	7.8

	
	
	
	
	

		Q1
	3.4
	-6.0
	(-6.3)
	10.3

		Q2
	-2.4 
	-8.9
	(-7.4)
	8.0

		Q3
	-10.9
	-17.4
	(-7.5)
	8.5

		Q4
	-21.7
	-25.3
	(-6.6)
	5.3

	
	
	
	
	

	2023	Q1 
	-17.7
	-20.9
	(-0.2)
	4.7

		Q2
	-13.3
	-16.6
	(-2.5)
	4.1



Notes :	(  )	Seasonally adjusted quarter-to-quarter rate of change.

(a) The growth rates here are not strictly comparable with those in the GDP accounts in Table 1.1.  Figures in Table 1.1 are compiled based on the change of ownership principle in recording goods sent abroad for processing and merchanting under the standards stipulated in the System of National Accounts 2008.


[image: ]Notes :	Merchandise exports as depicted refer to the year‑on‑year rate of change in real terms, while total import demand in Hong Kong’s major markets as depicted refers to the year‑on‑year rate of change in US dollar terms in the aggregate import demand in Asia, the US and the EU taken together.

(#) 	Import demand for the EU for the second quarter of 2023 is based on information available as of early August 2023.

[image: ]
Notes :	(#)	EU merchandise imports for the second quarter of 2023 are based on the information available as of early August 2023.

	(*)	“Selected Asian economies” include the Mainland of China, Hong Kong, Singapore, Korea, Taiwan, Japan, Indonesia, Malaysia, Thailand and the Philippines.

	(^)	The trade flows were measured by the sum of the individual economies’ merchandise exports to the other nine economies within the “selected Asian economies”.

[image: ]
Table 2.2 : Merchandise exports by major market
(year-on-year rate of change in real terms (%))

	
	   2022
	  2023

	
	Annual
	Q1
	Q2
	Q3
	Q4
	Q1
	Q2

	
	
	
	
	
	
	
	

	Mainland of China
	-20.6
	-13.4
	-18.0
	-21.0
	-29.2
	-27.2
	-17.6

	
	
	
	
	
	
	
	

	US
	-10.7
	11.2
	7.3
	-22.1
	-29.4
	-13.3
	-22.9

	
	
	
	
	
	
	
	

	EU
	-10.5
	2.1
	2.0
	-15.3
	-25.3
	-8.7
	-18.4

	
	
	
	
	
	
	
	

	ASEAN
	2.1
	13.6
	17.4
	1.4
	-18.4
	-18.6
	-19.2

	
	
	
	
	
	
	
	

	  Vietnam
	4.3
	14.1
	22.5
	8.6
	-22.0
	-19.5
	-11.6

	
	
	
	
	
	
	
	

	  Singapore
	12.4
	28.0
	23.0
	10.5
	-6.3
	-30.8
	-27.6

	
	
	
	
	
	
	
	

	India
	26.0
	38.0
	78.4
	19.1
	-8.5
	-17.5
	-25.3

	
	
	
	
	
	
	
	

	Japan
	-17.4
	7.7
	-15.2
	-24.6
	-33.9
	-32.5
	-21.2

	
	
	
	
	
	
	
	

	Taiwan
	-0.5
	23.4
	5.1
	-4.6
	-21.5
	-20.3
	-19.7

	
	
	
	
	
	
	
	

	Korea
	7.3
	9.8
	21.4
	7.1
	-5.9
	0.2
	-11.7

	
	
	
	
	
	
	
	

	Overall*
	-14.8
	-6.0
	-8.9
	-17.4
	-25.3
	-20.9
	-16.6



Note :	(*)	The growth rates here are not strictly comparable with those in the GDP accounts in Table 1.1.  Figures in Table 1.1 are compiled based on the change of ownership principle in recording goods sent abroad for processing and merchanting under the standards stipulated in the System of National Accounts 2008.

2.6 Analysed by major market, exports to the Mainland fell sharply in the second quarter.  Exports to the US and the EU plunged further.  Exports to other major Asian markets continued to record notable declines.

[image: ]
Note :	The import demand figure for the EU for the second quarter of 2023 is based on the information available as of early August 2023.
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	Merchandise imports

2.7 Merchandise imports fell further by 16.7% year-on-year in real terms in the second quarter of 2023, after declining by 15.7% in the preceding quarter.  Retained imports, which refer to imports for domestic use and accounted for around one‑fifth of merchandise imports in 2022, turned to a 16.0% decline.  Imports for subsequent re‑exports(3) shrank further.  

Table 2.3 : Merchandise imports and retained imports
(year-on-year rate of change (%))

	
	Merchandise imports

	Retained imports(a)

	
	In value
terms

	In real
terms(+)
	Change
in prices
	In value
terms
	In real
terms
	Change
in prices

	2022	Annual

	-7.2
	-13.9
	
	8.1
	-5.9
	-10.2
	
	4.2

		Q1
	2.9
	-7.0
	(-6.3)
	 10.6
	-7.1
	-13.2
	(-6.1)
	5.4

		Q2
	1.3
	-6.6
	(-1.3)
	8.8
	9.3
	0.6
	(26.5)
	7.5

		Q3
	-11.3
	-17.6
	(-10.5)
	8.1
	-16.7
	-18.3
	(-20.4)
	1.5

		Q4
	-18.8
	-22.9
	(-6.8)
	5.8
	-8.7
	-10.6
	(-6.7)
	2.6

	
	
	
	
	
	
	
	
	

	2023	Q1
	-12.7
	-15.7
	(2.6)
	3.9
	13.0
	10.4
	(14.4)
	2.3

		Q2
	-13.6
	-16.7
	(-2.0)
	3.7
	-14.2
	-16.0
	(-1.4)
	1.8



Notes :	(a)	Based on the results of the Annual Survey of Re-export Trade conducted by the Census and Statistics Department, re-export margins by individual end-use category are estimated and adopted for deriving the value of imports retained for use in Hong Kong.
	(+)	The growth rates here are not strictly comparable with those in the GDP accounts in Table 1.1.  Figures in Table 1.1 are compiled based on the change of ownership principle in recording goods sent abroad for processing and merchanting under the standards stipulated in the System of National Accounts 2008.
	(  )	Seasonally adjusted quarter-to-quarter rate of change.
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Services trade

	Exports of services

2.8 Exports of services grew markedly by 22.9% year-on-year in real terms in the second quarter of 2023, further to 16.6% growth in the preceding quarter.  Exports of travel services jumped over eight‑fold, recovering to 48% of the pre-pandemic level, as visitor arrivals surged further.  Exports of transport services rose further in tandem.  Exports of business and other services showed modest growth alongside the difficult external environment.  Meanwhile, exports of financial services declined further as cross-border financial and fund raising activities softened amid tightened financial conditions.
[image: ]

Table 2.4 : Exports of services by major service group
(year-on-year rate of change in real terms (%)) 
	
	

Exports
of services

	
Of which :

Transport
	


Travel(a)
	

Financial
services
	

Business and 
other services

	2022	Annual

	-1.4
	
	-3.4
	62.3
	-1.9
	-3.4

		Q1
	-4.3
	(0.9)
	-2.1
	20.2
	-6.1
	-4.0

		Q2
	2.7 
	(*)
	0.9
	45.5
	2.8
	-0.4

		Q3
	-4.0 
	(-2.9)
	-5.5
	87.8
	-8.5
	-2.9

		Q4
	0.6   
	(2.7)
	-6.8
	94.3
	7.8
	-5.7

	
	
	
	
	
	
	

	2023	Q1
	16.6  
	(16.8)
	3.3
	502.6
	-3.3
	2.8

		Q2
	22.9  
	(5.4)
	1.3
	770.7
	-3.3
	1.1



Notes :	Figures are compiled based on the change of ownership principle in recording goods sent abroad for processing and merchanting under the standards stipulated in the System of National Accounts 2008.
	(a)	Comprising mainly inbound tourism receipts.
	(  )	Seasonally adjusted quarter-to-quarter rate of change.
	(*)	Change of less than ±0.05%.



Imports of services

2.9 Imports of services expanded notably further by 29.0% in real terms in the second quarter of 2023 over a year earlier, after increasing by 20.7% in the preceding quarter.  This was mainly led by the surge in imports of travel services.  Imports of business and other services showed moderated growth.  On the other hand, imports of manufacturing services and transport services continued to fall as trade and cargo flows remained weak.  

[image: ]




Table 2.5 : Imports of services by major service group
(year-on-year rate of change in real terms (%))

	
	Of which :
	
	

	
	
Imports
of services

	

Travel(+)
	

Transport
	
Manufacturing
services(^)
	
Business and 
other services

	2022	Annual

		-1.7
	59.7
	-4.3
	-8.5
	-4.6

		Q1
		-3.5 	(-3.0)
	9.7
	-4.4
	1.4
	-5.5

		Q2
		-1.5 	(0.8)
	25.4
	-0.4
	-9.5
	-2.6

		Q3
		-3.2 	(-0.5)
	31.6
	-4.7
	-7.4
	-5.3

		Q4
		1.2 	(3.7)
	164.4
	-7.3
	-15.6
	-4.6

	
	
	
	
	
	

	2023	Q1
		20.7 	(16.0)
	379.0
	-0.4
	-9.1
	1.6

		Q2
		29.0 	(7.9)
	474.1
	-10.5
	-3.5
	0.3



Notes :	Figures are compiled based on the change of ownership principle in recording goods sent abroad for processing and merchanting under the standards stipulated in the System of National Accounts 2008.
	
	(+)	Comprising mainly outbound travel spending.
	(^)	This includes the value of processing fees paid by Hong Kong to the processing units outside Hong Kong and raw materials / semi-manufactures directly procured by these processing units.
	(  )	Seasonally adjusted quarter-to-quarter rate of change.


Goods and services balance 

2.10 Based on the GDP compilation framework and compared to a year earlier, the goods deficit narrowed to $65 billion in the second quarter of 2023, as the value of imports of goods saw a larger decline than that of exports.  Meanwhile, the services surplus narrowed to $36 billion.  The combined goods and services account registered a deficit of $29 billion in the second quarter of 2023, equivalent to 2.2% of total import value, compared to a deficit of $40 billion or 2.9% in the second quarter of 2022.

Table 2.6 : Goods and services balance
($ billion at current market prices)

	
	
	Total exports
	Imports
	Trade balance

	
	
	
Goods
	
Services
	
Goods
	
Services
	
Goods
	
Services
	
Combined
	As % of imports


	2022
	Annual
	4,814
	649
	4,859
	494
	-45
	156
	111
	2.1

	
	
	
	
	
	
	
	
	
	

	
	Q1
	1,219
	168
	1,203
	119
	16
	49
	66
	5.0

	
	Q2
	1,212
	154
	1,290
	116
	-78
	38
	-40
	-2.9

	
	Q3
	1,229
	163
	1,213
	121
	15
	42
	57
	4.3

	
	Q4

	1,154

	165

	1,152

	138

	1

	27

	28

	2.2


	2023
	Q1
	1,025
	190
	1,064
	144
	-39
	46
	7
	0.6

	
	Q2
	1,067
	183
	1,132
	147
	-65
	36
	-29
	-2.2



Notes : 	Figures are compiled based on the change of ownership principle in recording goods sent abroad for processing and merchanting under the standards stipulated in the System of National Accounts 2008.

	Figures may not add up exactly to the total due to rounding.



Other developments

2.11 The Government continued to strengthen Hong Kong’s economic links with the Mainland.  In April, the Trade and Industry Department, the Guangdong Administration for Market Regulation, and the Economic and Technological Development Bureau of the Government of the Macao Special Administrative Region signed an MOU on jointly promoting the development of standards in the GBA.  In June, the Chief Secretary for Administration and the Vice Governor of the Zhejiang Provincial People’s Government signed co‑operation agreements on 12 mutual co-operation areas, aiming at promoting complementarity and mutual benefits, and achieving high-quality development in Hong Kong and Zhejiang.

2.12 The Chief Executive led a delegation of the Government and the Legislative Council to visit Shenzhen, Dongguan, Foshan and Guangzhou in April, the first large-scale visit by the Hong Kong Special Administrative Region to Mainland cities of the GBA after the full resumption of normal travel between the Mainland and Hong Kong.  The visit facilitated the Government’s work in strengthening the connection and deepening the collaboration with various GBA cities, laying a foundation for the continuous promotion of high‑level co‑operation in the GBA.  In addition, the Financial Secretary visited Beijing in April and July, Shenzhen in June and Shanghai in July to exchange views, promote the financial services, trade and commerce and innovation and technology sectors in Hong Kong, and strengthen collaboration on attracting enterprises and investments, with a view to facilitating Hong Kong’s more active integration into the national development.

2.13 Furthermore, the Chief Executive led a high-level delegation to visit three Association of Southeast Asian Nations (ASEAN) Member States, namely Singapore, Indonesia and Malaysia, in July, to further strengthen co-operation between Hong Kong and ASEAN countries with a view to creating new business opportunities, and to consolidate their support for Hong Kong’s accession to the Regional Comprehensive Economic Partnership.  During the trip, a total of 33 MOUs and agreements were signed with different organisations of the three countries, covering areas such as trading and commerce, investment, finance, innovation and technology, logistics, academic research and cultural exchange.


[bookmark: _GoBack]Notes :

(1) The table below presents a more detailed comparison between the growth forecasts made by the IMF in July 2023 and those three months ago. 
	
	2022
(%)
	2023

	
	
	April round
(%)
	July round
(%)

	
	
	
	

	World (PPP## weighted)
	3.5
	2.8
	3.0

	Advanced economies
	2.7
	1.3
	1.5

	US
	2.1#
	1.6
	1.8

	Euro area
	3.4#
	0.8
	0.9

	UK
	4.1#
	-0.3
	0.4

	   Japan
	1.0#
	1.3
	1.4

	Emerging market and developing economies
	
	
	

	
	4.0
	3.9
	4.0

	Emerging and developing Asia
	4.5
	5.3
	5.3

	Mainland China
	3.0#
	5.2
	5.2

	India^
	7.2#
	5.9
	6.1

	ASEAN-5§
	5.5
	4.5
	4.6

	Middle East and 
Central Asia
	5.4
	2.9
	2.5



	Notes :
	
	(#)
(##)
(^)
(§)
	Actual figures. 
PPP refers to purchasing power parity.
Fiscal year.
Includes Indonesia, Malaysia, the Philippines, Singapore and Thailand.



(2) Changes in merchandise exports and imports in real terms are derived by discounting the effect of price changes from changes in the value of the trade aggregates.  Estimates of price changes for the trade aggregates are based on changes in unit values, which do not take into account changes in the composition or quality of the goods traded, except for some selected commodities for which specific price indices are available.  The real growth figures reported here are based on the external trade quantum index series compiled using the chain linking approach, which were first released in March 2015 to replace the previous trade index numbers compiled using the Laspeyres method with a fixed base year.  The series are not comparable with the real trade aggregates under GDP (reported in Chapter 1) which are compiled based on the change of ownership principle in recording goods sent abroad for processing and merchanting under the standards stipulated in the System of National Accounts 2008.  Apart from this, non-monetary gold is recorded as a separate item in the statistics of merchandise trade and not included in the trade aggregates reported in Chapter 2, but is included in the trade aggregates under GDP in accordance with the international compilation standard.

(3) Re-exports are those goods which have previously been imported into Hong Kong and are subsequently exported without having undergone in Hong Kong any manufacturing processes which change permanently the shape, nature, form or utility of the goods.
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Diagram 2.5 : Exports to the EU 

shrank significantly
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Diagram 2.6 : Exports to the US

plunged

Q1

2018

Q1

2019

Q1

2020

Q1

2021

Q1

2022

Q1

2023

-40

-35

-30

-25

-20

-15

-10

-5

0

5

10

15

20

Year-on-year

rate of change (%)

Hong Kongʼs

merchandise exports

to Japan

Japanʼs 

import 

demand

Diagram 2.7 : Exports to Japan

plummeted
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Diagram 2.8 : Exports to India

recorded a notable decline

Diagram 2.9 : Exports to Taiwan 

fell notably
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Diagram 2.10 : Exports to Korea 

turned to a decline
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Diagram 2.11 : Exports to Singapore 

tumbled
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Diagram 2.12 : Merchandise imports fell further
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Diagram 2.14 : Exports of services 

grew markedly in the second quarter

Diagram 2.13 : The contribution from travel services 
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Diagram 2.16 : Imports of services 

expanded notably further in the second quarter
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