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e The “Standard Chartered Hong Kong SME Leading Business Index”, independently implemented by
Hong Kong Productivity Council and sponsored by Standard Chartered Bank (Hong Kong) Limited
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e To analyse Hong Kong SMEs’ confidence in the business environment
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Survey Objectives
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e To explore SME’s views towards tapping into new markets and digital
technology deployment
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2019 Q4 Overall Index dropped by 7.6 from last quarter, reading at 31.4, indicating that SMEs’ confidence in
the business environment stays weak
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%;é 70% of surveyed SMEs agreed that tapping into new markets can make a breakthrough under current

business situation
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86% of surveyed SMEs agreed that digital technology deployment as business development trend
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Overall Index of 2019 Q4
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2016 2017 2017 2017 2017 2018 2018 2018 2018 2019 2019 2019 2019
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Overall Index & Component Sub-indices
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All five component sub-indices dropped simultaneously

“Business Condition” sub-index recorded a more significant drop
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Industry Index
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The 3 key industry sub-indices decreased 50.0

simultaneously when compared to last
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SME Index for Selected Industries
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2016 | 2017 | 2017 | 2017 | 2017 | 2018 | 2018 | 2018 | 2018 | 2019 | 2019 | 2019 | 2019
Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
40.3 | 39.2 | 41.4 | 42.1 | 41.3 | 42.0 | 43.6 | 451 | 41.4 | 344 | 40.4 | 355 | 29.3
36.7 | 39.1 | 39.8 | 38.0 | 42.0 | 46.2 | 43.8 | 496 | 36.8 | 37.3 | 44.2 | 33.7 | 29.9
405 | 38.9 | 384 | 41.9 | 429 | 44.4 | 486 | 482 | 453 | 36.1 | 38.7 | 345 | 27.3
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Manufacturing Import/ Export Trade & Wholesale Retail
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Manufacturing
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Industry sub-index dropped by 6.2 to 29.3 45.0
Only “Global Economy” sub-index recorded a slight increase compared 40.0
to last quarter, but still remains at a low level 150
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Import/Export Trade & Wholesale
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Industry sub-index dropped by 3.8 to 29.9

Compared to Q3, only “Recruitment Sentiment” sub-index recorded a

slight increase while it is still at a negative level
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Component Sub-Indices of Import/Export Trade and Wholesale Industry
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Import/Export Trade & Wholesale Industry Sub-Index
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Industry sub-index dropped by 7.2 to 27.3

All sub-indices dropped simultaneously when compared to last quarter

Component Sub-Indices of Retail Industry
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SMEs’ Views on the Trend of International Trade Disputes: EENB
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SMEs’ Response to International Trade Disputes:
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Tap into new markets for sales and operations
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Reduce investment
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Streamline operation
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Adjust company scale
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“Tapping into New Markets” is a Solution for Current Business Challenge? EENB
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Information and Communications

70%

\i shle
Manufacturing
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SMEs agreed that tapping into new markets can make a
breakthrough under current business situation
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SMEs’ Plans on Tapping into New Markets: EEN B
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Regions where SMEs consider/ are planning/ already entered for business development

26%

27%
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Southeast Asia Guangdong-Hong Kong-Macao Greater Bay Area Mainland China (Except Greater Bay Area)
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SMEs’ Action Plan when Tapping into New Markets: EEN B
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1« Study current market data and information

o 127 BIRRAE
Improve staff capability
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3 Participate in relevant conferences, exhibitions, seminars, exchange activities, etc.
4o & A B E B
Apply for government subsidies
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Examine business environment of the new markets
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Supports that SMEs Wish to Receive when Tapping into New Markets:
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Government/organisation subsidies

SEBHECH

Business partner matching
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New market information

ZICIHERBES
Information on diverse sales channels
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Innovative product designs
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SMEs’ Views on Digital Technology Deployment EEN B
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Support on Digital Technology Deployment
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| Technical expert

86%

Funds
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SMEs agreed that digital technology deployment as business
development trend
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HKPC Provides Full Supports to SMEs
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Results
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Expert’s Analysis
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This survey confirms that SMEs do not see a quick turnaround in Q4, with headline and most
sub-indices falling to record lows.
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The re-escalation of trade tensions and the rising risk of further US-China decoupling beyond
trade and the local social events remain a key drag to sentiment.
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‘Information and Communications’ remains the highest industry sub-index, but even then it
dropped a sizeable 26% g/q, indicating broad-based economic slowdown.
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Our respondents expect material contraction in sales and profit margins in Q4, and SMEs’
appetite to hire appears more resilient to such challenging business conditions compared with
their willingness to invest.
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Diffusion Index
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Methodology

W

Telephone Interview

SEMBTEETENT/ N EHBETS
The sample is stratified by referencing to the
number of SMEs in relevant sectors
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This survey was conducted in September 2019
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Management of 801 SMEs were interviewed

o 1) WIS
Manufacturing

o2 ) ELEMOBZ KHEZ
Import/Export Trade and Wholesale

«3) TEXE
Retail

o 4) EERERRT

Accommodation and Catering Services
5 ) ErflANZERH
Information and Communications

°6) TRIRIRIRZE

Finance and Insurance

o 7 ) EXEMEMBERIRES

Professional and Business Services
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Real Estate
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] The content and data in this report is owned by Hong Kong Productivity Council (HKPC). Without the authorization of
HKPC, any changes to the report content and data, as well as selling of the report, are not permitted. HKPC shall not have
any liability, duty or obligation for or relating to the content and data contained herein, any errors, inaccuracies, omissions
or delays in the content and data, or for any actions taken in reliance thereon. In no event shall HKPC be liable for any
special, incidental or consequential damages, arising out of the use of the content and data.




