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Synopsis

This article examines the impact of global price changes on the domestic retail market, focusing on a comparative analysis of consumer inflation patterns in Hong Kong and South Korea.  This analysis is essential for identifying investment opportunities for Company AA as it aims to expand its global reach.  Specifically, it assesses the potential for expanding branch operations in South Korea and the feasibility of importing sought-after department store products to Hong Kong.  Such an analysis will reveal valuable market insights and emphasize the strategic benefits of this initiative.

According to NIQ Analysis, the Korean fashion and personal care sector is a major driver of consumer interest, representing 71% of the market and primarily appealing to millennials (NIQ, 2018).  The growing popularity of Korean brands among Hong Kong consumers indicates a strong demand that we should strategically leverage by increasing the import of fashion and personal care products from South Korea, thus capitalizing on the potential for significant sales growth.

By tapping into insights from retail sales, CPI data from both regions, and exchange rate trends, the strategy of expanding branch operations in South Korea while importing South Korean products can greatly enhance Company AA’s market presence globally.  In a rapidly evolving retail landscape, staying adaptable and responsive to consumer needs is crucial for the ongoing success of the company.  Embracing these opportunities will position us for a prosperous future in the global market.
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1   Introduction

This article reports an empirical study on how global price changes affects the domestic retailing market by conducting a comparative analysis of the consumer inflation pattern in Hong Kong and in South Korea with a hope to explore investment opportunities for the company to expand its global business. To determine whether the company should expand its operations by opening more sales channels in South Korea or focus on importing sale items from South Korea, several key factors must be considered such as Hong Kong retail sales trend, Consumer Price Index (CPI) growth trend and exchange rate.  The research objective is evaluating the possibility to expand retail market to South Korea and import trendy products from South Korea to expand the product variety.

According to Company AA started its business in 1969 (AEON, n.d.).  It has grown to be the largest retailer in Japan and a major player in Asia.  The company is based in Chiba, Japan, and operates about 4,000 stores worldwide.   Following its "Customer First" philosophy, the company aims to make its customers happy and engage with the community by focusing on the shopping experience with quality products and personal service.  The company is also quick to adapt to changing customer preferences and market trends, which helps it stay competitive.

A comprehensive analysis of retail sales trends and consumer price index (CPI) data in both regions are critical.  Retail sales trends are crucial indicators of consumer spending, which is a significant engine of economic growth.  When consumers are confident in their financial situations, they tend to spend more, resulting in higher retail sales and stimulating the economy.  In contrast, a decrease in retail sales can point to economic uncertainty and lower consumer confidence, potentially impacting the broader economic landscape (Ivy Panda, 2024).  

The Consumer Price Index (CPI) tracks the average changes in prices that urban consumers pay for a basket of goods and services over time. This index is an essential tool for assessing inflation, which can diminish purchasing power and profoundly affect consumer behavior and spending patterns. Monitoring these indicators allows us to navigate the economic landscape more effectively.

The retail sales figures from Hong Kong reveal a steady growth pattern, indicating a robust consumer base ready to spend, even amidst moderate inflation as shown in the CPI data. Conversely, South Korea's retail market, marked by significant volatility and diverse sales values, offers a vibrant landscape for expansion.  Retail sales in South Korea have proven to be remarkably resilient, even in the face of global economic uncertainties. This highlights a robust consumer base eager to spend on a wide range of goods and services (KOSIS, 2024).  Such growth signifies a prime opportunity for retailers like Company AA to tap into expanding markets and maximize their potential for success.  By closely examining CPI trends, it can see that consumer purchasing power in South Korea is susceptible to inflationary pressures, which Company AA can effectively manage.  This analysis underscores Company AA's potential to not only open new stores in South Korea but also to introduce popular goods from its Hong Kong inventory.  While Hong Kong has historically been a strong retail market, recent trends indicate a decline in consumer spending and increased competition among retailers (Census and Statistics Department, 2024). This shift may have prompted Company AA to seek more stable and promising markets, such as South Korea, where consumer confidence remains relatively high.  This strategy would align with local preferences while meeting the demand for high-quality products. Leveraging insights from both markets could empower Company AA to make informed strategic decisions that can lead to successful international growth.

In the context of global business, exchange rates are essential for evaluating the viability of market entry and import strategies.  This analytical report explores the exchange rate between the Hong Kong Dollar (HKD) and the South Korean Won (KRW) over the past two years, highlighting its significant implications for Company AA to expand its operations in South Korea and import Korean products.  By defining the exchange rate as a crucial measurement tool and elucidating the rationale behind the chosen time frame, this analysis aims to provide insightful perspectives on the economic factors that influence Company AA's strategic decisions.


2	Background 
In the globalized economy, understanding the interconnectedness of markets is crucial for businesses, particularly in the retail sector such as department store.  The analysis centers on the Consumer Price Index (CPI) and inflation rate, especially the end-of-period consumer prices, due to their profound impact on South Korea's economy and the potential ripple effects on the department store industry in Hong Kong. South Korea is a key exporter of sought-after goods like cosmetics, fashion, and electronics, which are staples in Hong Kong’s retail landscape (Census and Statistics Department, 2024).  Fluctuations in South Korea's CPI inflation can significantly affect the costs of these imports.  The Consumer Price Index (CPI) provides a measure to reflect changes in the price level of consumer goods and services generally purchased by households and changes in the CPI are widely used as indicator of the inflation or deflation experienced by consumers (Census and Statistics Department, 2024). For example, increased inflation in South Korea often leads to higher production costs, resulting in elevated wholesale prices for Hong Kong retailers (Trading Economics, 2019).

2.1 Theoretical basis
Comparative analysis serves as a vital tool that systematically evaluates and contrasts various entities, variables, or datasets to reveal patterns, causal relationships, and actionable insights. When applied to macroeconomic factors like the Consumer Price Index (CPI) and inflation, this method empowers businesses to effectively navigate cross-border economic interdependencies. For example, comprehending fluctuations in South Korea's CPI can be essential for anticipating their impacts on Hong Kong's retail sector, thereby facilitating informed decision-making and strategic planning (SurveySparrow, 2024) (Raja, 2024).  South Korea has demonstrated significant economic resilience, particularly in the aftermath of the COVID-19 pandemic, as one of the largest economies in Asia, holds considerable relevance in global trade and economic policy, making it an ideal subject for such an analysis (BTI, 2024).

A primary rationale for selecting South Korea lies in its economic significance. The country plays a pivotal role within the Asia-Pacific region and exerts a substantial influence on global markets (Korean Cultural Center NY, n.d.).  By examining the CPI in South Korea, it can derive valuable insights into the factors driving inflation trends, consumer spending patterns, and pricing strategies. A comprehensive understanding of these dynamics is crucial for businesses and policymakers as they navigate the complexities of a globalized economy.

Furthermore, South Korea possesses a diverse consumer market characterized by varying spending habits and preferences. This diversity provides a rich framework for exploring how inflation affects different demographic groups and sectors. For example, the influence of rising prices may differ between essential goods and luxury items, thereby highlighting the nuanced responses of consumer behavior to economic changes. Focusing on South Korea enables researchers to gain a deeper comprehension of these variations and their implications for businesses operating within the region.

Technological advancements also have a significant impact on South Korea's economy. Renowned for its innovation and digital economy, the country has experienced considerable shifts in consumer behavior influenced by technology. The rise of e-commerce, mobile payments, and digital marketing has transformed consumer shopping and brand interaction. Analyzing the CPI in this context allows researchers to explore how inflation interrelates with technological trends, thereby providing insights into modern pricing strategies and consumer engagement.

Cultural factors further enhance the justification for this analysis. The Korean Wave, known as Hallyu, has generated global interest in Korean culture, encompassing fashion, beauty, and entertainment. This cultural phenomenon not only shapes consumer preferences but also influences pricing dynamics within these sectors. Gaining an understanding of how cultural trends intersect with inflation can provide valuable insights for businesses seeking to leverage the increasing demand for Korean products and services.

Additionally, recent economic trends in South Korea are characterized by unique challenges and opportunities. Several factors, including global supply chain disruptions, volatile energy prices, and domestic economic policies, have impacted the inflation rate. Analyzing the CPI for the year 2024 enables researchers to examine how these factors shape the economic landscape and consumer prices, thereby offering a timely and relevant perspective on prevailing economic conditions.

Finally, the comparative framework facilitates a broader understanding of inflationary trends and economic resilience across various contexts. The CPI of South Korea can be compared with those of other countries in the region, providing insights into how differing economic policies and external influences affect inflation. This comparative analysis may uncover lessons that are applicable not only to South Korea but also to Hong Kong facing similar challenges.

In summary, the choice of South Korea for a comparative analysis of the Consumer Price Index for 2024 is substantiated by its economic importance, diverse consumer market, technological advancements, cultural influences, recent economic trends, and the potential for comparative insights with other nations. This analysis holds promise for enhancing the understanding of inflation dynamics and consumer behavior in a key player within the global economy.

[bookmark: _Hlk155988336]2.2 Current performance of consumer inflation and retail sales in Hong Kong and South Korea
Hong Kong's retail sector is currently facing significant challenges, from Table 1 showed that 13.9% decline in retail sales value for 2024 verse 2023, even as inflation remains steady at 2.3%.  This trend highlights a pattern of cautious consumer spending that warrants attention.  In contrast, South Korea displays resilience with a 2.1% inflation rate, however, its heavy dependence on exports makes it vulnerable.

This situation presents a unique opportunity for Company AA, by expanding into South Korea or importing its innovative products, it can rejuvenate the retail sector.  Specifically, introducing high-demand South Korean goods to Hong Kong could provide the necessary impetus to reverse declining sales.  This analysis is motivated by the need to explore these strategic options, with a focus on importing sought-after products and assessing the feasibility of establishing branches in South Korea. The goal is to deliver actionable insights that will effectively navigate these markets and foster growth.

2.2 Dataset
Understanding retail sales and inflation trends is essential for both businesses and policymakers.  This analysis focuses on key metrics, including the Hong Kong Retail Sales (HKVRS), the Annual Percentage Change in Hong Kong Retail Sales (APCHKVRS), the Annual Percentage Change in the Consumer Price Index for Hong Kong (APCHKCCPI), and the Annual Percentage Change in the Consumer Price Index for South Korea (APCKRCPI).  By defining these factors, identifying the sources, and discussing the reasoning behind the selected analysis period, this essay aims to provide a comprehensive framework for understanding the economic dynamics in Hong Kong and South Korea.

From Table 1, the dataset reveals essential insights into the annual percentage change in retail sales value in Hong Kong and South Korea from 2006 to 2025, coupled with consumer inflation rates for both regions. Hong Kong's retail sales exhibit notable fluctuations, reflecting periods of significant growth and decline primarily driven by external factors such as economic conditions and evolving consumer behavior. For instance, the dramatic drop in retail sales during 2020 is largely attributed to the devastating effects of the COVID-19 pandemic. In contrast, South Korea's retail landscape showcases a steadier growth trajectory, which underscores the strength and resilience of its market amid similar global challenges.

Moreover, the inflation rates in both regions present intriguing dynamics. South Korea experiences consistent inflationary pressures that align with strong consumer demand for goods, while Hong Kong’s retail sector remains more vulnerable to economic shifts. This dataset not only underscores the crucial link between retail performance and inflation but also offers invaluable insights for businesses keen on thriving in these markets. With projections for 2025 indicating potential recovery and growth, it is imperative for companies to remain adaptable and innovative in their retail strategies to seize emerging opportunities.

[bookmark: _Hlk156035012]


Table 1 Annual percent change (%) in value of retail sales in Hong Kong and consumer inflation in Hong Kong and China: 2006 to 2025
	Year
	Hong Kong
	Korea, Republic of

	
	HKVRS (HK$ Million)
	APCHKVRS
	APCHKCCPI
	APCKRCPI

	2025
	--
	--
	2.4
	2.0

	2024
	30,302
	-13.9
	2.3
	2.1

	2023
	35,176
	12.4
	2.3
	3.2

	2022
	31,294
	-10
	2
	5

	2021
	34,752
	-3.3
	2.4
	3.7

	2020
	35,939
	-22.5
	-0.9
	0.6

	2019
	46,353
	-13
	2.9
	0.7

	2018
	53,257
	9.5
	2.5
	1.3

	2017
	48,617
	3.4
	1.7
	1.4

	2016
	47,011
	-6.2
	1.2
	1.3

	2015
	50,123
	-4.1
	2.3
	1.1

	2014
	52,273
	1.3
	4.9
	0.8

	2013
	51,586
	17.7
	4.3
	1.1

	2012
	43,811
	9.7
	3.6
	1.4

	2011
	39,938
	21.6
	5.7
	4.2

	2010
	32,835
	16.4
	3
	3

	2009
	28,197
	1.2
	1.5
	2.8

	2008
	27,856
	8.6
	2.1
	4.1

	2007
	25,654
	12.7
	3.8
	3.6

	2006
	22,770
	8.1
	2.2
	2.1

	Sources
	https://www.censtatd.gov.hk/en/web_table.html?id=620-67012 (Census and Statistic Department, 2015)
https://www.imf.org/external/datamapper/PCPIEPCH@WEO/HKG/KOR (International Monetary Fund, 2021)

	Notes
	Inflation rate, end of period consumer prices (Annual percent change)






In figure 1 showed the exchange rate between HKD and KRW represents the value of one Hong Kong Dollar in terms of South Korean Won. This figure is critical for businesses engaged in international trade, as it affects the cost of importing goods and services and influences pricing strategies in foreign markets (Madura, 2021).  In the past two years, the HKD to KRW exchange rate has shown fluctuations, with a notable increase of approximately 10.81%, indicating a strengthening of the HKD against the KRW. This trend can significantly impact Company AA’s operational costs when importing goods from South Korea or expanding its retail presence in the region.

Figure 1 Monthly Exchange Rate Trend for HKD to KRW: Mar 2023 to Mar 2025
	[image: ]

	Sources
	https://www.xe.com/currencycharts/?from=HKD&to=KRW&view=2Y (Xe.com, 2025)





3	Analysis and Discussion

The analysis of retail sales and Consumer Price Index (CPI) inflation in Hong Kong shows how outside economic factors affect consumer behavior.  Retail sales peaked in 2019 due to strong consumer confidence but fell sharply during the COVID-19 pandemic in 2020.  Recovery has been difficult because inflation rates rose to about 2.5% in 2022 and 3.0% in 2023.  This inflation cuts into purchasing power and leads to more cautious spending.  It shows key trends, such as a strong link between major economic events and retail sales, a back-and-forth relationship between inflation and consumer sentiment, and signs of recovery in retail despite ongoing challenges.  These findings highlight the need for businesses to adjust to changing economic conditions and consumer behavior in Hong Kong's retail market.

[bookmark: _Hlk187242621]3.1 The pattern of consumer inflation and retail sales in Hong Kong
[bookmark: _Hlk156036807]Retail sales in Hong Kong have experienced significant fluctuations during the observed period, reflecting the dynamic nature of consumer behavior and external economic factors. The highest retail sales figures were recorded in 2019, a year characterized by strong consumer confidence and high spending, largely driven by a robust economy and increased tourism. However, the COVID-19 pandemic in 2020 caused a dramatic decline in retail sales, which fell to around 30,000 million HKD. This sharp downturn highlights the retail sector's vulnerability to external shocks, as lockdowns and economic uncertainty led to a steep decline in consumer spending. Research indicates that inflation impacts retail sales, underscoring the cyclical relationship between inflation and consumer behavior, especially in the face of economic shocks that significantly affect consumer sentiment and spending patterns (Mankiw, 2021).

Retail sales began to recover in the following years, signaling a resurgence in consumer confidence. Nonetheless, this recovery faced challenges due to rising inflation rates in 2022 and 2023, when the Consumer Price Index (CPI) inflation reached approximately 2.5% and 3.0%, respectively. These inflationary pressures diminish consumer purchasing power, forcing households to adopt a more cautious approach to spending amid economic uncertainty.

CPI inflation rates in Hong Kong have generally remained stable, with only minor fluctuations until a notable increase in recent years. While steady inflation rates indicate a generally stable pricing environment, the rise in 2022 signals the presence of broader economic pressures, likely stemming from global supply chain disruptions and rising production costs. The intricate relationship between retail sales and inflation is crucial; higher inflation can suppress consumer spending, which ultimately stifles the growth of retail sales and presents ongoing challenges for the sector.

The data reveals an inconsistent relationship between the annual percent change in retail sales (APCHKVRS) and the CPI inflation rate (APCHKCCPI) in Hong Kong. While retail sales increased from 2006 to 2018, both metrics exhibited significant volatility. High inflation does not always lead to growth in retail sales; at times, it coincides with declines in consumer spending. Notably, significant decreases in retail sales growth occur during both high and low inflation periods. This suggests that factors beyond inflation influence consumer behavior, highlighting the necessity for businesses to consider a broader range of influences on spending trends.

	Figure 2 Time plot of retail sales values, annual percent change (%) in retail sales values, and CPI inflation rates in Hong Kong: 2006 to 2024

	[image: ]

	Sources: Computed from the dataset listed in Table 1





[bookmark: _Hlk187327835]Figure 3 Time plot of annual percent change (%) in retail sales values in Hong Kong, consumer inflation rates in Hong Kong and in China: 2006 to 2023 [Please move this Figure to Section3.1]
	

	Sources: Calculated from the dataset listed in Table 1



3.2 Weaving retail trends and currency dynamics
The interesting finding lies in the correlation between the HKD/KRW exchange rate and the potential impact on Company AA's profitability if sourcing products from South Korea.  The provided currency Figure 1 shows a significant appreciation of the HKD against the KRW over the past two years.  As of March 7, 2025, 1 HKD buys approximately 185.89 KRW, reflecting a 10.81% increase over the past two years.  This appreciation of the HKD relative to the KRW directly impacts the cost of goods imported from South Korea when viewed from Company AA's perspective.  Company AA potentially reduced import costs that improv the purchasing power to increase profit margins for more competitive pricing to consumers, driving sales volume.  Moreover, strategically time its purchasing to capitalize on favorable exchange rates, careful monitoring and forecasting of currency trends can allow Company AA to optimize its import costs and maximize profitability.

3.3 Comparative analysis 
Analyzing the retail sales and consumer inflation rates in Hong Kong (APCHKVR) and South Korea (APKCKR) from 2006 to 2024 reveals crucial insights into the economic influences shaping these two regions. The time series plot effectively highlights the annual percentage changes in Hong Kong retail sales and the Consumer Price Index (CPI) for both countries, enabling a deeper understanding of how consumer behavior and economic conditions differ, ultimately guiding informed decision-making for stakeholders.

3.3.1 Correlation analysis
To effectively conduct the correlation analysis, in Figure 3 that leveraged the annual percentage changes in retail sales—specifically, APCHKVR for Hong Kong and APKCKVR for South Korea. Additionally, it incorporated the corresponding annual percentage changes in the Consumer Price Index, using APCHKCPI for Hong Kong and APKCKCPI for South Korea. This approach providing valuable insights into the economic indicators of both regions.

In Table 2, Hong Kong's retail sales have a strong positive relationship with its Consumer Price Index (CPI). This means that when inflation rises, retail sales usually increase as well. People may spend more money to buy goods before prices go up even more, or it might show that the economy is doing well, with both spending and prices climbing.

The relationship between Hong Kong's CPI and South Korea's CPI is also notable, with a coefficient of 0.51. This indicates a moderate positive correlation, meaning that inflation trends in Hong Kong often follow those in South Korea. When inflation rises in one of these places, it usually does in the other too, likely because of similar economic influences.

However, the 0.36 coefficient between Hong Kong's retail sales and South Korea's CPI shows only a weak positive correlation. This means that while there is some connection, it isn't strong. Retail sales in Hong Kong do not rely heavily on inflation trends in South Korea. This suggests that local factors may play a bigger role in affecting Hong Kong's retail sales, showing that each market responds differently to inflation.  

[bookmark: _Hlk187309690]

Table 2 Pearson correlation Matrix of annual percent change in retail sales values and consumer inflation rates in Hong Kong. and consumer inflation rates in in China: 2006 to 2024
	
	APCHKVRS
	APCHKCPI
	APCKRCPI

	APCHKVRS
	 1.00 
	
	

	APCHKCPI
	 0.69 
	 1.00 
	

	APCKRCPI
	 0.36 
	 0.51 
	 1.00 



An in-depth analysis of the data from 2019 to 2024 from Table 3 reveals a significant shift: the correlation between retail sales in Hong Kong and its Consumer Price Index (CPI) has dropped from 0.69 to 0.61. This decline underscores the growing influence of inflation on consumer spending behaviors in Hong Kong. Furthermore, the correlation between Hong Kong's retail sales and South Korea's CPI has turned negative at -0.27, highlighting that inflation in South Korea does not play a meaningful role in shaping retail sales in Hong Kong. Together, these findings emphasize the complex ways inflation impacts consumer markets across different regions.

Table 3 Pearson correlation matrix of annual percent change (%) in retail sales values in Hong Kong, consumer inflation rates in Hong Kong and in China: 2019 to 2024
	
	APCHKVRS
	APCHKCPI
	APCKRCPI

	APCHKVRS
	 1.00 
	
	

	APCHKCPI
	 0.61 
	 1.00 
	

	APCKRCPI
	 (0.27)
	 0.52 
	 1.00 



3.3.2 Similarities and differences in patterns and trends
The economic landscapes of Hong Kong and South Korea have experienced substantial transformations over the years, particularly concerning retail sales and consumer inflation. A detailed analysis of the summary statistics from Tables 4 and 5, covering the periods from 2006 to 2024 and 2019 to 2024, respectively, uncovers both similarities and differences in the patterns and trends observed in these two regions. These insights are essential for understanding consumer behavior and the resilience of the economies involved.

A notable similarity between Hong Kong and South Korea is the positive mean growth rates in retail sales during both periods analyzed. In Table 4, Hong Kong shows a mean growth rate of 3.54%, while South Korea is slightly lower at 2.35%.  However, in Table 5, Hong Kong's rate drops to 1.87%, and South Korea faces a more significant decline to -4.46%. This shift indicates that both regions' retail markets respond to broader economic conditions, suggesting that global challenges have impacted consumer demand.  Additionally, inflation rates for both regions remain comparable, with Hong Kong at 2.64% in Table 4 and 1.87% in Table 5, and South Korea at 2.35% in Table 4 with a slight decrease in Table 5. This consistency reflects similar inflationary pressures, likely influenced by global factors such as supply chain disruptions and commodity price fluctuations.

Hong Kong’s retail sales growth is stable, with a standard deviation of 1.39%, while South Korea shows higher variability, indicating a volatile market.  In Table 4, South Korea has a wide retail sales range of 44.10%, and 34.80% in Table 5, compared to Hong Kong’s much narrower ranges of 6.60% and 4.70%. This suggests that South Korea's retail sector is more affected by external shocks and fluctuating consumer confidence.  For growth rates, South Korea reaches a maximum of 21.63% in Table 4 and 15.40% in Table 5, while Hong Kong's maximum is 6.60% and -0.90%. South Korea's minimum growth rates are -22.47% and -9.20%, while Hong Kong's minimum remains consistent at -0.90%. These differences highlight the need for agile business strategies in South Korea's volatile retail environment.

Table 4 Major summary statistics of annual percent change (%) in retail sales values in Hong Kong, consumer inflation rates in Hong Kong and in China: 2006 to 2024
	Summary statistics
	Hong Kong
	Korea, Republic of

	
	ARCHKCPI
	ARCHKRS
	ARCKRCPI

	Mean growth rate (%)
	2.64
	3.54
	2.35

	Standard deviation
	1.49
	11.68
	1.63

	Range (%)
	6.60
	44.10
	6.80

	Maximum (%)
	-0.90
	-22.47
	-0.30

	Minimum (%)
	5.70
	21.63
	6.50





Table 5 Major summary statistics of annual percent change (%) in retail sales values in Hong Kong, consumer inflation rates in Hong Kong and in China: 2019 to 2024
	Summary statistics
	Hong Kong
	Korea, Republic of

	
	ARCHKCPI
	ARCHKRS
	ARCKRCPI

	Mean growth rate (%)
	1.87
	-4.46
	1.60

	Standard deviation
	1.39
	13.48
	1.63

	Range (%)
	3.80
	34.87
	4.70

	Maximum (%)
	-0.90
	-22.47
	-0.30

	Minimum (%)
	2.90
	12.40
	4.40



3.3 Summary of findings
In conclusion, the findings from the analysis of retail sales and consumer inflation in Hong Kong and South Korea provide valuable insights that can be leveraged to achieve research objectives effectively. By focusing on the growth rates, consistency in inflation, variability in retail sales, and the implications of these trends, understanding complex economic dynamics, particularly in the context of retail sales and consumer inflation in Hong Kong and South Korea.

The analysis shows that both Hong Kong and South Korea have had notable average growth rates in retail sales. In the earlier period (2006-2024), Hong Kong’s rate was 3.54%, while South Korea’s was 2.35%. However, from 2019 to 2024, Hong Kong's growth decreased to 1.87%, and South Korea declined to -4.46%. These results reflect the fluctuating consumer demand, shaped by global market trends and local economic policies.  Understanding these dynamics can guide both regions toward a more prosperous future.

4   Conclusion and recommendations
As the company aims to expand its operations by opening new stores in South Korea and importing department store merchandise into Hong Kong, a comprehensive analysis of retail sales and consumer price index (CPI) trends in both regions is providing invaluable insights for strategic decision-making. These findings indicate that while both Hong Kong and South Korea offer promising opportunities for retail growth, they also present distinct challenges that Company AA must navigate to optimize sales and profitability. Understanding these dynamics are empower Company AA to achieve lasting success in these vibrant markets.

4.1	Conclusion
The comprehensive analysis of retail sales and Consumer Price Index (CPI) data unveils a dynamic economic landscape that Company AA can strategically exploit for its expansion efforts.  In Hong Kong, retail sales have shown a robust trajectory of growth, interspersed with periodic fluctuations driven by various inflationary pressures that consumers face. The moderate CPI reflects a scenario where consumers are navigating the complexities of rising prices, influencing their purchasing habits and preferences.

In stark contrast, South Korea's retail market is characterized by greater volatility, with marked fluctuations in sales growth and CPI that create a fast-paced and ever-evolving consumer environment. This volatility presents a fertile ground for retail innovation, offering openings for brands that are agile and willing to adapt to shifting consumer demands.

Considering these economic indicators, Company AA’s plan to penetrate the South Korean market arrives at an opportune moment. The promising mean growth rates in retail sales, alongside the relatively moderate inflation in both markets, signal a consumer base eager to invest in high-quality goods from respected retailers like Company AA.  Additionally, South Korea's diverse range of retail sales values highlights an exciting potential for significant gains, if Company AA implements a thoughtful and well-executed retail strategy. Given these conditions, the time is ripe for Company AA to make a bold and meaningful entry into this vibrant and promising market.



4.2	Recommendations
The convergence of economic indicators highlights an urgent need for action. Hong Kong is experiencing a significant 13.9% decline in retail sales for 2024 (HKVRS), while South Korea maintains a stable 2.1% CPI. Additionally, the HKD has strengthened against the KRW, showing a +10.81% increase over the last two years. This situation indicates that Hong Kong's consumer market is weakening, while South Korea remains resilient, with the appreciation of the HKD presenting opportunities for investment or imports.

In response, Company AA should implement a bold, two-pronged strategy focused on leveraging the favorable exchange rate and South Korea's stability to counter the downturn in Hong Kong's retail sector.

Firstly, targeted import strategy to capitalizing on the favorable exchange rate and the findings from the research, establish a robust import program to bring sought-after South Korean goods into Hong Kong.  This can immediately stimulate sales and reinvigorate the struggling retail sector.
Secondary, strategic expansion into South Korea that simultaneously, the groundwork for establishing a physical presence in South Korea must be laid out.  The strengthening HKD makes this long-term investment significantly more attractive.

The convergence of declining Hong Kong sales, stable South Korean inflation, and a strengthening Hong Kong dollar are creating a unique window of opportunity that the Company AA cannot ignore.  By doing so, Company AA could attract a wider range of customers, from tech-savvy millennials seeking convenience to traditional shoppers who appreciate the flexibility of browsing from home.  Ultimately, this proactive approach will not only expand Company AA's market reach but also drive substantial increases in overall sales.


Reference list
AEON (n.d.). 永旺的基本理念. [online] www.aeonstores.com.hk. Available at: https://www.aeonstores.com.hk/basic_concept.
BTI (2024). BTI 2022 South Korea Country Report. [online] BTI 2022. Available at: https://bti-project.org/en/reports/country-report/KOR.
Census and Statistic Department (2015). Web Table. [online] Censtatd.gov.hk. Available at: https://www.censtatd.gov.hk/en/web_table.html?id=620-67012 [Accessed 9 Mar. 2025].
Census and Statistic Department (2024). Introduction to the Consumer Price Index. [online] Available at: https://www.censtatd.gov.hk/en/data/stat_report/product/B8XX0021/att/B8XX0021.pdf.
International Monetary Fund (2021). Inflation rate, end of period consumer prices . [online] Imf.org. Available at: https://www.imf.org/external/datamapper/PCPIEPCH@WEO/HKG/KOR [Accessed 9 Mar. 2025].
Ivy Panda (2024). Consumer Price Index: Measuring Inflation - 2178 Words | Research Paper Example. [online] IvyPanda. Available at: https://ivypanda.com/essays/consumer-price-index/ [Accessed 6 Mar. 2025].
Korean Cultural Center NY (n.d.). Korean Cultural Center New York. [online] Korean Cultural Center New York. Available at: https://www.koreanculture.org/korea-information-culture-and-the-arts.
KOSIS (2024). KOSIS KOrean Statistical Information Service. [online] kosis.kr. Available at: https://kosis.kr/eng/search/searchList.do [Accessed 2024].
Madura, J. (2021). International Financial Management. 13th ed. South Melbourne, Australia: Cengage Learning Australia.
Mankiw, N.G. (2021). Principles Of Economics. 9th ed. S.L.: South-Western.
NIQ (2018). Korean brands increasing popularity among Hong Kong consumers with strong demand from millennials. [online] NielsenIQ. Available at: https://nielseniq.com/global/en/insights/analysis/2018/korean-brands-increasing-popularity-among-hong-kong-consumers-with-strong-demand-from-millennials/.
Raja, Q. (2024). Comparative Analysis Data. [online] ExtractAlpha. Available at: https://extractalpha.com/2024/08/01/comparative-analysis-data/.
SurveySparrow (2024). What Is Comparative Analysis and the Right Way to Do It. [online] SurveySparrow. Available at: https://surveysparrow.com/blog/what-is-comparative-analysis/.
Trading Economics (2019). South Korea Posts Deflation for the First Time on Record. [online] Tradingeconomics.com. Available at: https://tradingeconomics.com/south-korea/inflation-cpi.
Xe.com (2025). Hong Kong Dollar to South Korean Won Exchange Rate Chart. [online] Xe.com. Available at: https://www.xe.com/currencycharts/?from=HKD&to=KRW&view=2Y [Accessed 9 Mar. 2025].
APCHKVRS	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	8.0580865603644636	12.665788317962235	8.5834567708739318	1.2241527857553169	16.448558357272059	21.632404446474808	9.6975311733186409	17.746684622583373	1.3317566781684942	-4.1130220190155553	-6.2087265327294805	3.4162217353385316	9.5439866713289625	-12.963554086786711	-22.466722757966039	-3.3028186649600721	-9.9505064456721914	12.404933853134793	APCHKCPI	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2.2000000000000002	3.8	2.1	1.5	3	5.7	3.6	4.3	4.9000000000000004	2.2999999999999998	1.2	1.7	2.5	2.9	-0.9	2.4	2	2.2999999999999998	APCKRCPI	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2.8	6.5	1.1000000000000001	1.8	4.5	4.0999999999999996	2.5	2.5	1.5	1.7	1.9	1.8	1.9	4.4000000000000004	0.3	1.5	1.8	-0.3	
Annual Percent Change (%)




image2.png
‘UWTSD MBA (May/Nov 2023 intakes)
BMMB7009 Global Business Challenges

Assignment Title:
An Analytical Report on How Global price Changes Affects Domestic market

“I, Lenag Wing Chong Fion (Stdent Number 2337375), certify this work is the result of my
own investigations, except where otherwise stated. ~ All references have been duly cited”

e

Date: 9 March 2025




image3.png
From To

B3 HKD - Hong Kong Dollar v o2 | KRW - South Korean Won v
HKD to KRW Chart +10.81% () « THKD = 185.891KRW Mar 7, 2025, 09:03 UTC

Hong Kong Dolar to South Korean Won

12H 1D W My o sy 10y

190263

Miar 2023 Apr 3023 May 2023 Jun 5023 1u1 3023 Aug 2023 et 5023 Nov 2023Dec 2023 Jan 2024 Feb 2024 Mar 2024 Apr 3024 May 2024 Jun 5024 Jul 3024 Aug 2024 Sep 5024 Oc1 3024 Now 2024 Jan 5025 Mar 2025

M——M

Mar g, 2023, 00:00 UTC - Mar 7, 2025, 09:03 UTC
HKD/KRW close: 185.891 low: 161864 high: 190.263





image4.png
Time plot of retail sales values, annual percent change (%) in retail sales values, and CPl inflation rates in Hong Kong: 2006 to 2024

60,000 25.0%
20.0%
50,000
15.0%
10.0%
40,000
5.0%
\
30,000 ' 0.0%
-5.0%
20,000
-10.0%
-15.0%
10,000
-20.0%
E -25.0%

Yr 2006
Yr 2007
Yr2008
Yr 2009
Yr2010
Yr2011
Yr2012
Yr2013
Yr2014
Yr2015
Yr2016
Yr2017
Yr2018
Yr2019
Yr2020
Yr2021
Yr2022
Yr2023
Yr2024

mmmm Retail Sales — ewwmAPCHKVRS s APCHKCCPI




image1.png
Prifysgol Cymru
‘ Y Drindod Dewi Sant

Y University of Wales
Trinity Saint David




