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About the Index

Sponsored by Standard Chartered Bank (Hong Kong) Limited, the
“Standard Chartered Hong Kong SME Leading Business Index”
(Standard Chartered SME Index) is a forward-looking survey on
local SMEs’ outlook on the overall business environment for the
next quarter. HKPC'’s professional team interviews no less than 800
local SMEs’ top management from the Manufacturing, Construction,
Import / Export Trade and Wholesale, Retail, Transportation,
Storage and Courier Services, Accommodation and Food Services,
Information and Communications, Financing and Insurance,
Professional and Business Services, Real Estate, as well as Social
and Personal Services every quarter. The survey covers SMEs’
outlook on their “Recruitment Sentiment”, “Profit Margin”,

“Investment Sentiment”, “Business Condition”, and “Global

Economy” for the next quarter.
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Methodology

Sample Distribution
Data were collected from 930 SMEs using publicly available SME

directories and HKSAR Census database. The sample was
stratified by the Hong Kong Standard Industrial Classification (HSIC)
version 2.0, and based on the number of SME establishments in
Hong Kong. The stratified sample covers eleven categories namely:
1) Manufacturing, 2) Construction, 3) Import / Export Trade and
Wholesale, 4) Retail, 5) Transportation, Storage and Courier
Services, 6) Accommodation and Food Services, 7) Information and
Communications, 8) Financing and Insurance, 9) Professional and
Business Services, 10) Real Estate, and 11) Social and Personal

Services.

Index Calculation

Standard Chartered SME Index is a composite index based on the

diffusion indices of the five surveyed areas with the following

weights:
Diffusion Indices Weights
Recruitment Sentiment 25%
Investment Sentiment 25%
Business Condition 20%
Profit Margin 20%
Global Economy 10%

Respondents indicated the change of business sentiments in three
ways: increase, no change or decline. Each diffusion index is
calculated using the following formula:

Increase% x 100 + No Change% x 50 + Decline% x 0

Diffusion indices, which have been broadly used as leading
indicators, are convenient summary measures indicating the
prevailing direction of change in business sentiments. An index
above the 50.0 neutral level generally indicates optimistic business
sentiment, while that below 50.0 indicates pessimistic business

sentiment. A reading at 50.0 indicates neutral business sentiment.
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Summary

The 42" survey of the Standard Chartered Hong Kong SME
Leading Business Index was conducted in September 2022. Top
management of 930 SMEs were surveyed to gauge their views on
the outlook of the overall business environment in Q4 2022, the

current situation of e-commerce adoption and the talent demand

among Hong Kong SMEs.
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Key Findings

The Q4 2022 Overall Index of the Standard Chartered SME
decreased by 2.9 points to 44.2, decreasing by 4.0 points compared
to the same quarter last year. The latest result reflects that the
overall business confidence of local SMEs becomes conservative
due to the deterioration of global economic outlook. Key findings of

the survey are as follows:

& Among the five major sub-indices, only “Recruitment
Sentiment” recorded slight improvement of 0.7 points to 51.2
and it was the only sub-index above the 50 neutral mark. All
other sub-indices declined;

S In terms of the industry indices, all industry indices showed a
downturn except “Social and Personal Service”, which has
uplifted by 6.3 points to 49.5 compared to the last quarter;

& Of the three major industry indices, “Manufacturing” saw the
largest drop of 6.0 points to 40.8. “Retail” dropped by 4.7
points to 43.9, and “Import / Export Trade & Wholesale” fell
by 3.3 points to 40.4;

i The proportion of surveyed SMEs expecting an increase in
“Raw Material Cost” fell by 2%-point to 68% while the
proportion of SMEs expecting an increase in “Staff Salary”
grew by 1%-point to 22%. However, only 23% of SMEs
expected their “Product / Service Price” to increase in the
coming quarter recorded a decrease, a decrease of 5%-
points compared to the last quarter;

i Regarding the “Investment Sentiment” in the coming quarter,
89% of SMEs expected to maintain the same level of or
increase their overall investment, a decrease of 3%-point
from 92% in the last quarter. “Training Related to E-

commerce or Digital Technology”, “Information Technology
(IT) System” and “Overall Staff Training” were the top three
items that SMEs expected to maintain the same level of or
increase investment in the coming quarter;

In terms of “E-commerce adoption”, the survey found that
one-third (34%) of the surveyed SMEs are currently running
e-commerce business, of which “Accommodation and Food
Services” (58%), “Manufacturing” (49%), “Information and
Communications” (40%) and “Retail” (40%) were the
industries with largest proportion of e-commerce adoption.
Among those SMEs which are currently running e-commerce
business, 20% projected a rise in revenue from e-commerce
in this quarter.

The survey looked into the views of Hong Kong SMEs on
talent demand:

] The average turnover rate among the surveyed SMEs

was 14%; where staff turnover were mainly from
- * »



LB Index Standard Chartered SME Index Report Q4 2022

“Frontline Sales” (24%), “Frontline Service” (23%) and
“Administration and Office support” (17%).

u Regarding the measures adopted by SMEs in handling
job vacancies, 42% of SMEs with staff turnover
claimed they would only fill up part of the staff
vacancies or would not fill up any of the staff vacancies.
The main reason behind was downsizing / workload
being shared by other staff (57%);

| 41% of SMEs had encountered difficulties in recruiting
local talents in the past 12 months. To tackle talent
shortage, 15% of the surveyed SMEs had recruited
non-local talents, among which 61% had recruited
from mainland China and 39% had recruited from
overseas.
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The Q4 2022 Overall Index was 44.2, down by 2.9 points compared to last quarter.

Among all five component sub-indices, except “Recruitment Sentiment” (51.2) which marked further increase of 0.7 points, all other sub-

indices dropped simultaneously, of which “Investment Sentiment” (48.7) retreated again to below 50 neutral level. The drops in “Business

Condition” (40.8), “Global Economy” (32.6) and “Profit Margin” (38.9) were more significant. All of them were down by over 4.0 points.

Five Component Sub-Indices of Overall Index
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The 3 Key Industry &
Indices

Manufacturing Industry 40.8

Industry Index of the Manufacturing Industry dropped by 6.0 points

to 40.8 compared to last quarter. All component sub-indices showed Manufacturing Industry Index

) s==scoooooooooooooooonns oo
a downturn, among which the drop in “Profit Margin” was the most Q3 2022
significant, down by 11.0 points. N, 46.8 |

Q4 2021
Component Indices Index ~ Comparedto Compared to 40 | 409 Q4 2022
last quarter same period 40.8
of last year
Recruitment Sentiment 48.7 Down Up
Investment Sentiment 45.8 Down Up 30
Business Condition 38.1 Down Down
Profit Margin 32.1 Down Down
Global Economy 30.8 Down Down

Import / Export Trade and
Wholesale Industry 40.4

Industry Index of the Import / Export Trade and Wholesale Industry

decreased by 3.3 points to 40.4 compared to last quarter. Except Import / Export Trade & Wholesale Industry Index
that “Recruitment Sentiment” which returned to 50 neutral level, all BO - o o .
component sub-indices fell, with “Business Condition” recording the Q3 2022

43.7

biggest dip of 9.4 points.

Component Indices Index Compared to Compared to 40 Q122.221 ’QTZ\OZZ
last quarter same period 40.4
of last year
Recruitment Sentiment 50.0 Up Up 30
Investment Sentiment 47.7 Down Up
Business Condition 33.8 Down Down
Profit Margin 32.4 Down Down
Global Economy 27.0 Down Down
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The 3 Key Industry
Indices

Retail Industry 43.9

Industry Index of the Retail Industry was down by 4.7 points to 43.9

compared to last quarter. Except “Global Economy” which remained Retail IndUStry Index
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g
stable, other component sub-indices retreated simultaneously, of Q4 2021
which “Business Condition” marked the largest drop of 9.2 points. 49.7 B
“Profit Margin” also dropped significantly by 7.5 points. 40 Q4 2022
439
Component Indices Index Compared to Compared to
last quarter same period
of last year 30
Recruitment Sentiment 48.3 Down Down
Investment Sentiment 44.8 Down Down
Business Condition 425 Down Down
Profit Margin 414 Down Down
Global Economy 37.9 Unchanged Down

3 Key-Industry Indices
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Top 5 Industries with the Largest Changes
on Industry Index

Looking at the Industry Index, “Social and Personal Services” was the only industry with increment in index, climbed by 6.3 points to 49.5
compared to last quarter. On the other hand, the industries with largest drops were “Real Estate” (39.1), “Accommodation and Food Services”
(51.9), “Manufacturing” (40.8) and “Professional and Business Services” (46.4), with a decrease of 6.7 points, 6.1 points, 6.0 points and 5.5

points respectively.

Industry recorded an

. Industries with largest drop
increase

Real Estate

Accommodation
and Food Services

Social and Personal Services

Manufacturing

Professional and
Business Services

Market Observations

In terms of the changes in cost components, the proportion of SMEs expecting an increase in raw material cost decreased by 2%-point to
68%, while the proportion of SMEs expecting an increase in staff salary increased by 1%-point to 22%, implying SMEs are still under pressure
from cost increase. However, 23% expected an increase in product / service price” in the coming quarter, a decrease of 5%-point compared

to the last quarter, indicating that SMEs have to absorb the cost increase on their own.

720/0 740/0 70Cy o
65% °68%
32%
29% 28%
269 269 o
219% 22% 6% %o 23%
16% NN 14%
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2021 2022
Raw Materials Staff Salary Increase Product / Service
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Market Observations

Regarding the “Investment Sentiment” in the coming quarter, 89% SMEs expected to maintain the same level of or increase in their overall
investment, decreasing by 3%-point from 92% in the last quarter. “Training Related to E-commerce or Digital Technology”, “IT System” and

“Overall Staff Training” were the top three items that SMEs expected to maintain the same level of or increase investment in the coming

quarter.

SMEs expected to maintain or increase
investment on the following items:

8 9 /o o Training Related to E-commerce
or Digital Technology
9 IT System
Overall Staff Training

Offline Marketing Promotion
Facilities and Equipment

o Online Marketing Promotion

SMEs expected no change

or even an increase on the
overall investment
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Digital Economy

In terms of “E-commerce adoption”, the survey found that one-third (34%) of the surveyed SMEs are currently running e-commerce business,
of which “Accommodation and Food Services” (58%), “Manufacturing” (49%), “Information and Communications” (40%) and “Retail” (40%)

were the industries with largest proportion of e-commerce adoption.

Top industries:

Accommodation
000 o
34% i and Food Services 58%

L
SMEs claimed that they 2 Manufacturing 49%
were running e-commerce
Information and
Communications 40%
Retail

10
Among those SMEs which are currently running e-commerce business, 20% expected an increase in revenue from e-commerce in this

quarter. The top 3 industries expecting an increase on e-commerce revenue in descending order were “Information and Communications”,

“Financing and Insurance” and “Manufacturing”.

\ One-fifth of SMEs running e-commerce
business expected an increase on revenue
from e-commerce

Top 3 industries expecting an increase on e-commerce revenue:

Information and Financing and

v Manufacturing
Communications Insurance
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Digital Economy

Looking at SMEs’ outlook on e-commence, 93% of SMEs running e-commerce will maintain the same level of or even increase its e-
commerce investment. Among them, 14% expected to increase investment on e-commerce, with “Online Marketing Promotion” (82%), “IT

System” (75%) and “Training Related to E-commerce or Digital Technology” (59%) being their top three areas earmarked for more investment.

14%win i . .
T fowliincrease Top 3 items with an é
investment on . L
e-commerce increase in investment:
[ Online Marketing 0
Promotion 82 A)

93%

of SMEs running
e-commerce will

2 IT System 75%

maintain or even

increase its
e-commerce
investment #Increase Training Related to
" Rormaln umchanoss E-commerce or Digital 5§99,
70/0 = Decrease
Technology




LB Index Standard Chartered SME Index Report Q4 2022

Featured Topic
Hong Kong SMEs’ Outlook on Talent Demand

The thematic survey for this quarter explored the views of SMEs on talent demand. In particular, the average turnover rate among the
surveyed SMEs was 14%; where staff turnover were mainly from “Frontline Sales” (24%), “Frontline Service” (23%) and “Administration and

Office support” (17%).

Top 3 Positions with
Highest Staff Turnover

Average Turnover Rate
(Year-to-date)

N

Frontline Sales

Frontline Service

Administration
and Office Support

When asked about how SMEs tackled staff vacancies, 42% of SMEs with staff turnover claimed they would only fill up part of the staff
vacancies or would not fill up any of the staff vacancies. The main reason behind was downsizing / workload being shared by other staff

(57%).

Reasons of not filling up all

vacancies:

claimed they would Downsizing / Workload to 570/0 >

42% only fill up part of be shared by other staff
. the staff vacancies ] -

of SMEs with . Using automation to 139 /
staff turnoverl} ©F Would not fill up replace manual work 0

any of the staff

vacancies 3 Outsourcing 11% >
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Featured Topic
Hong Kong SMEs’ Outlook on Talent Demand

Besides, 41% of the SMEs claimed to have encountered difficulties in recruiting local talents in the past 12 months, with “Frontline Sales”,

“Frontline Service” and “IT and Digital Technology” being the top 3 positions with difficulties in recruitment.

Positions with difficulties in
recruitment in the past 12 months

Frontline Sales

Frontline Service

claimed to have encountered i
difficulties in recruiting local IT and Digital Technology
talents in the past 12 months

Regarding the talent recruitment, 85% of the SMEs mainly hire local talents currently; while 15% of the surveyed SMEs had recruited non-

local talents for filling up the vacancies, among which 61% had recruited from mainland China and 39% had recruited from overseas.

8 0 of SMEs mainly hire local
5 / ) talents currently Sources of Non-Local Talents

Mainland China
of SMEs have recruited Greater Bay Area @

non-local talents
Shanghai / Beijing

Other cities

13
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Appendix
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Component Sub-Indices of the 3 Key Industry Indices

Component Sub-Indices of Manufacturing Industry
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Component Sub-Indices of Import / Export Trade & Wholesale Industry
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Component Sub-Indices of Retail Industry
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Appendix

Change of Major Cost Components

Change of major cost components
(Last quarter figures in bracket)

100%
80%
60% Increase
© No change
m Decrease
40%
20%
15
0%
Raw Materials Staff Salary Rent
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Report Release

The Standard Chartered SME Index is released every quarter. Full

reports can be downloaded at https://u.hkpc.org/scbi-en.

Disclaimer:

The content and data in this report is owned by Hong Kong
Productivity Council (HKPC). Without the authorisation 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.
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