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SECTOR UPDATE

Property — Hong Kong Landlords

Robust Trend Of Northbound Spending And Weakened Tourism Arrivals During
Dragon Boat Festival; Rate Cut and Policy Support Are Potential Catalysts

During the Dragon Boat Festival, the number of northbound Hong Kong residents per
day averaged 357,000, which is 9% less than that of the Easter holiday. However, daily
mainland tourist arrivals averaged 110,000, marking a decrease of 9% and 28%
compared with the Qingming and Labour Day holidays respectively. Continue to watch
for policy catalysts for retail landlords. A rate cut will lead to a re-rating of leading
landlords with resilient rents. Maintain OVERWEIGHT. Top pick: Wharf REIC.

WHAT’S NEW

e Hong Kong Immigration announced the data for Hong Kong resident departures and
mainland visitor arrivals for 2024’s Dragon Boat Festival.

ESSENTIALS

¢ Robust trend of northbound shopping/spending. During the Dragon Boat Festival in
2024, the average number of Hong Kong residents going northwards per day reached
357,000, which is 9% lower than the Easter holiday, but 40%/109%/2% higher than the
Qingming/Labour Day/Buddha's Birthday holidays respectively. The average number of Hong
Kong residents going northwards per day during major Hong Kong holidays in 2024 is 53%
higher than in 2023. The trend of northbound consumption is resilient. During 3M24, the
average monthly number of Hong Kong residents going northwards was 7.2m, which is 2m
higher than the monthly average for the whole year of 2023. Assuming an average per capita
consumption amount of HK$500-1,500, we estimate the annual incremental northbound
consumption amount to be HK$12b-36b, equivalent to 3-9% of Hong Kong’s retail sales in
2023.

Hong Kong tourism continues to lose momentum. During the 2024 Dragon Boat Festival,
the daily average of Chinese tourists visiting Hong Kong was 110,000, marking a decrease of
9% and 28% compared with the Qingming and Labour Day holidays, respectively. The
elevated exchange rate of the Hong Kong dollar is expected to continue deterring tourist
spending in Hong Kong.
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travelling departures Mainland tourists
Holiday Dates northwards through airport arrivals
Easter 29 Mar-1 Apr [a] 393,461 46,395 49,699
Qingming 4 Apr [b] 255,209 29,650 120,654
Labour Day 1 May [c] 171,269 24,086 153,236 ANALYST(S)
Buddha's Birthday 15 May [d] 351,191 38,897 62,012 Jieqi Liu
Dragon Boat Festival 8-10 Jun le] 357,251 32,787 110,237 +852 2826 1392
Easter [efa-1] 9% -29% n/m jieqi.liu@uobkayhian.com.hk
) Qingming [e/b-1] 40% 11% -9%
Dragon Boat FestalVs | 54 gay felc-1] 109% 36% 28% DO e 25 ox(.620
Buddha's Birthday ~ [e/d-1] 2% -16% n/m damonshen@uobkayhian.com
Source: HKSAR Government; HK Immigration
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Wharf Real Estate Investment Co 1997 HK BUY 21.25 31.20 46.8 64,5198 94 8.4 0.3 0.3 6.6 73
Link REIT 823 HK BUY 32.25 44.10 36.7 82,3615 114 113 0.5 05 8.1 8.2

Source: Bloomberg, UOB Kay Hian
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o Despite the fundamental pressures, the following near-term catalysts merit attention:
a) the anticipated interest rate cut is poised to result in a re-rating of leading landlords who
possess stronger bargaining power with tenants and are expected to have relatively stable
rents; and b) according to Paul Chan, HKSAR government is actively pursuing an increase
in the HK$5,000 tax exemption for mainland tourists visiting Hong Kong. Although this policy
will not be able to address all the challenges of Hong Kong's retail sector, it is expected to
positively improve the sector’s sentiment.

ACTION

¢ Maintain OVERWEIGHT on Hong Kong landlords, on the back of near-term catalysts and
the attractive valuations of leading retail landlords. Wharf REIC remains our top pick, as it
will be a key beneficiary of possible policy supports.
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