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1   Introduction 

Inflation has significantly impacted the global economy, reducing consumer spending, raising prices, and disrupting supply chains. In Hong Kong, this has slowed retail sector recovery and shifted consumer behavior, with discretionary spending declining as essentials are prioritized. (Bob, H., 2023) Retailers have raised prices to maintain profit margins, worsening inflation. (KPMG, 2024) Supply chain challenges, including higher storage costs and inventory complexities, have further strained the sector. Hong Kong’s retail sales fell by 7.1% in the first ten months of 2024, reflecting cautious consumer spending focused on essentials. (Hong Kong Business, 2025)

Company A is a Japanese diversified retail holding company and one of the largest retail companies in Japan. Company A owns various hypermarkets, shopping malls, supermarkets, convenience stores, drugstores, and movie theaters. Company A was established in December 1985 and listed on the Hong Kong Stock Exchange in February 1994. It aimed to develop chain operations in Hong Kong and offered value-for-money merchandise. It mainly manages shopping malls and retail shops such as supermarkets, convenience stores, department stores and home places. (Company A, 2024)

Due to COVID-19 pandemic, Company A faced challenges including high-interest rates and sluggish consumption in 2023. Its business in Hong Kong was affected by slow-moving trade and investment activity. According to the company’s news release (Company A, 2024), its operations revenue decreased by 9.2% year-on-year to HK$4,140.9 million in 2023. The COVID-19 pandemic has significantly impacted global economies, leading to challenges such as high-interest rates, sluggish consumption, and slow trade and investment activities. Company A, a major retail player, faced these challenges in Hong Kong, with a notable decline in operations revenue. Understanding how such factors affect retail businesses and identifying strategies for resilience and growth are crucial for companies navigating similar environments. In order to improve the business of Company A, suggesting Company A to expand its operation in India due to few objectives. The report investigated economic challenges for Company A, such as high-interest rates, consumption affecting retail businesses. In order to increase sales of Company A, the report identify potential opportunities for growth in emerging markets in India and assess challenges associated with expanding into new regions.

The reasons of choosing India as a target country to expand Company A’s global business due to below factors. India’s retail market is projected to grow significantly, with a increasement of 13.90% from 2024 to 2032, driven by factors like income growth, urbanization, and digital adoption. (Imarc, 2024) With a vast and growing population, India provides a large consumer base for Company A to tap into. The country's increasing middle class and rising consumer spending power make it an attractive market for retail expansion. (Roudra, B., 2013) India's e-commerce sector is rapidly expanding, supported by increased internet penetration and digital literacy. This trend aligns with Company A's strategy to leverage digital platforms for growth. (Roudra, B., 2013) 

 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 India with a hope to explore investment opportunities for the company to expand its global business. The report included the background, supporting data on consumer inflation in India and Hong Kong. 



2   Research Background 

2.1 Theoretical basis
Hong Kong’s retail sector has faced significant challenges, with total sales declining by 3.2% year-on-year in January 2025, following a sharp 9.7% drop in December 2024. Luxury retailers, especially in jewelry and watches, saw a steep 17.9% decline, while department stores and clothing sales also struggled. Inflation has reduced consumer spending power, shifting behavior toward online shopping, which grew by 3.5% and accounted for 6.9% of total sales. Increased outbound travel further reduced local consumption. These trends highlight the need for traditional retailers to adapt to preferences like experiential and cultural consumption to remain competitive. Expanding into markets like India could offer new growth opportunities amid declining sales in Hong Kong. (HKTDC, 2025)

In contrast, India’s retail sector grew by 5% in January 2025, driven by a 13% increase in food and grocery sales. Consumer durables and quick-service restaurants also grew by 6%. However, inflation has impacted middle-income groups, reduced spending on non-essentials as households prioritize necessities. Despite challenges like inflation and a GDP slowdown to 5.4% in late 2024, India’s retail market remains rising with retailers adapting to evolving preferences. For Company A, India’s dynamic and growing consumer base offers an attractive opportunity to offset challenges in crowded markets like Hong Kong. (India Brand Equity Foundation, 2025) 

In conclusion, while Hong Kong's retail sector faces challenges such as declining sales, shifting consumer behavior, and inflationary pressures, India's retail market presents a promising opportunity for growth. With strong performance in key sectors like food and grocery, alongside adaptability to evolving consumer preferences, India offers a dynamic and flexible market. Expanding into India could help companies like Company A offset challenges in Hong Kong and tap into a growing consumer base, ensuring long-term business sustainability and growth.


[bookmark: _heading=h.2et92p0]

2.2 Current performance of consumer inflation and retail sales in Hong Kong and India
Hong Kong’s consumer price index saw a 1.4% increase in December 2024 compared to the year prior, but fell short of market expectations of 1.5%. In 2024, the consumer price inflation rate averaged 1.1% in overall. The government forecasts overall inflation to remain moderate in the near future. In December 2024, the annual inflation rate remained steady at 1.4%. (Chen, 2025) For retail sales in Hong Kong, it decreased 11.5% by year end in December 2024. This is a steeper decline from the revised 8.4% decrease in November, marking the tenth consecutive month of falling retail activity. (Hong Kong Census and Statistics Department, 2025) The drop in retail sales can be shown decrements in sales of jewelry, watches and also supermarkets. 

As of January 2025, India’s consumer price index inflation stood at 4.31%, decreased 5.22% in December 2024. This is the lowest inflation rate since August 2024, reflected a decline of 91 basis points. (Saurabh, S., 2025) India’s consumer price index increased 2% in July 2024 compared to the same period in 2023. For food and grocery segments, a 6% increment rate was recorded. The growth rate shows there are challenges for the retail sector, as many retailers claimed that they have negative growth in annual reports. (Faisan, H., 2024)

According to the data analysis, the Indian retail market has significant growth potential. According to Boston Consultant Group’s report, India’s retail industry will be backcountry on track and worth raising US$2 trillion by the year of 2032. (Dezan Shira & Associates, 2025) It is worth expanding business to India with potential revenue. 


2.3 Dataset
[bookmark: _heading=h.tyjcwt][bookmark: _heading=h.3dy6vkm][image: ]
[bookmark: _heading=h.wzgp1p2zbfef]The dataset provided a comparative analysis of economic indicators between Hong Kong and India over several years, focusing on Hong Kong's Retail Sales (HKVRS) and Consumer Price Index (CPI) changes, alongside India's CPI changes. 
[bookmark: _heading=h.x14fd03djnq1]
[bookmark: _heading=h.musb361lg7c5][bookmark: _heading=h.mz9aymqahczu]There was a significant increase fluctuation in Hong Kong from 2006 to 2013, peaking at HK$51,586 million. However, from 2014 onwards, there was a noticeable decline, with a sharp drop in 2020 to HK$35,939 million, likely due to the impact of the COVID-19 pandemic. The retail sales showed some recovery in 2023, reaching HK$35,176 million.

[bookmark: _heading=h.7ah00wxwc32]This indicator showed the year-on-year growth rate of Hong Kong Annual Percentage Change in Hong Kong’s retail sales. The highest growth was observed in 2011 at 21.6%, while the most significant decline was in 2020 at -22.5%, again reflecting the pandemic's impact. The CPI changes in Hong Kong were relatively stable, with minor fluctuations. The highest increment was in 2011 at 5.7%, and the only negative change was in 2020 at -0.9%.
[bookmark: _heading=h.wshyhvkw3c0p]
[bookmark: _heading=h.rdm4t5vdz938]India's Annual Percentage Change were generally higher than Hong Kong's, indicating higher inflation rates. The highest inflation rate was in 2010 at 12.0%, with a notable increase in 2020 to 6.6%. (Ministry of Labour & Employment, 2024)
[bookmark: _heading=h.v5rt7kzhybgg]
[bookmark: _heading=h.dexqkdn5zn1]Overall, the dataset highlights the economic resilience and challenges faced by Hong Kong and India, particularly the significant impact of external factors like the COVID-19 pandemic on retail sales and inflation rates. It reflected significant fluctuations in the annual percentage change in the consumer price index. From 2006 to 2010, starting at 6.2% and peaked at 12% in 2020, reflected high unpredictable economy during the few years.


[bookmark: _heading=h.ynm1eoy8ulz3]

3 Analysis and Discussion

Based on the figures contained in Table 1, the economic landscapes of Hong Kong and India have exhibited distinct trends in retail sales growth and consumer inflation over the period from 2006 to 2023, reflected their unique structural characteristics and responsed to global and domestic challenges. This report analyzes the annual percent changes in the value of retail sales (HKVRS) in Hong Kong and consumer price inflation (CPI) in both economies, drawing insights into their economic resilience, inflationary pressures, and recovery patterns. (Hong Kong Census and Statistics Department, 2025)

Hong Kong’s retail sector showed significant volatility, peaking in 2011 with 21.6% growth, followed by strong performances in 2010 (16.4%) and 2013 (17.7%), driven by economy and consumer confidence. However, it faced sharp declines during crises, such as a 22.5% drop in 2020 due to COVID-19’s impact on tourism and consumption, and a 10.0% decline in 2022 among geopolitical tensions and pandemic restrictions. By 2023, retail sales rebounded by 12.4%, reflecting post-pandemic recovery. (Hong Kong Census and Statistics Department, 2025)

Hong Kong’s consumer inflation (APCHKCCPI) remained stable, ranging from -0.9% in 2020 to 5.7% in 2011. Deflation in 2020 aligned with reduced demand, while inflation peaked in 2011 during strong retail growth. Recent years (2021–2023) saw stable inflation at 2–2.5%, indicating effective monetary policies. (Hong Kong Census and Statistics Department, 2025)

India’s consumer inflation (APCICPI) was more tense, peaking at 10.9% in 2009 and 12.0% in 2010 due to food and energy price hikes, supply chain issues, and currency depreciation. Despite moderation, inflation remained high, averaging 6–7% in recent years (e.g., 6.7% in 2022 and 5.9% in 2023), driven by structural factors like agricultural reliance and population-driven demand. (Ministry of Labour & Employment, 2024)

[bookmark: _heading=h.1t3h5sf]Hong Kong’s retail sector is highly sensitive to external shocks, such as pandemics and geopolitical events, but showed rapid recovery, as seen in its 12.4% growth rebound in 2023. Its inflation remained stable, even during downturns, reflected strong economic frameworks and its role as a global financial hub. In contrast, India’s economy affected by domestic inflationary pressures, which decay purchasing power and constrain retail growth. For instance, India’s inflation exceeded 10% during the 2009–2010 global financial crisis, while Hong Kong maintained positive retail growth.

India’s inflationary unpredictable stems from structural challenges, included dependent agriculture and energy imports. Despite moderated inflation (5.9% in 2023), India continued to balance price stability and growth, particularly in sectors endangered to supply chain disruptions. (Ministry of Labour & Employment, 2024)

Hong Kong’s adaptability and global integration drive its retail flexibility, while India’s moderate inflation moderation highlights its economic endurance. Both economies demonstrated resilience but require context-specific strategies: Hong Kong to navigate external shocks, and India to address structural inefficiencies and sustain consumer spending. These insights underscore the need for tailored approaches to retail and inflationary challenges in divergent economic environments.


3.1 The pattern of consumer inflation and retail sales in Hong Kong
[bookmark: _heading=h.4d34og8]Figure 1 Time plot of retail sales values, annual percent change (%) in retail sales values, and CPI inflation rates in Hong Kong: 2006 to 2023

[image: ]
Retail sales grew steadily from 2006 to 2014, peaking at HK$52,273 million.  A decline began in 2015, with a sharp drop in 2020 due to the COVID-19 pandemic.  Recovery started in 2023, reached HK$35,176 million. Hong Kong’s Annual percentage change in retail sales highest growth was in 2011 (21.6%), while the steepest decline was in 2020 (-22.5%).  Post-pandemic recovery is evident in 2023 with a 12.4% increase. Hong Kong’s Inflation rates were relatively stable, with the highest in 2011 (5.7%) and the only negative rate in 2020 (-0.9%).  Inflation remained moderate in recent years, hovering around 2-3%. (Hong Kong Census and Statistics Department, 2025)

The time plot of retail sales and CPI inflation rates from 2006 to 2023 revealed significant fluctuations tied to major economic events, such as the 2008 financial crisis and the 2020 pandemic. Despite these challenges, Hong Kong’s retail market demonstrated resilience, with recovery phases following downturns. The CPI inflation rate, which measured changes in consumer goods and services prices, influenced purchasing power and retail performance. These trends underscored the importance of understanding economic cycles and consumer behavior, particularly for businesses considering expansion into dynamic markets like India. The data highlights the need for adaptable strategies to navigate economic volatility and capitalize on growth opportunities. (Hong Kong Census and Statistics Department, 2025)

These findings can guide Company A’s expansion into India by emphasizing the importance of understanding economic cycles and consumer behavior. While India’s retail sector differs from Hong Kong’s, both are influenced by macroeconomic factors like inflation and growth. Company A could adopt a flexible business model to adapt to economic fluctuations, ensuring sustainability during downturns and scalability during growth phases. India’s growing middle class, urbanization, and rising disposable income align with trends seen in Hong Kong’s recovery. By leveraging its expertise, Company A could capitalize on India’s expanding consumer base. Offering value-driven products and tailored pricing strategies will be key to attracting and retaining price-sensitive Indian customers.

3.2 Comparative analysis 
3.2.1 Correlation analysis
[bookmark: _heading=h.17dp8vu]Figure 3 Time plot of annual percent change (%) in retail sales values in Hong Kong, consumer inflation rates in Hong Kong and in India: 2006 to 2023
[image: ]


[bookmark: _heading=h.7qvkjs55a8mk]India’s consumer inflation rates were consistently higher than Hong Kong’s, peaking at 12.0% in 2010 and remaining above 5% in most years. This reflected differing economic conditions and policy responses. The graph showed retail sales trends in Hong Kong and inflation rates in both regions from 2006 to 2022 highlighted key insights for Company A’s expansion into India. Hong Kong’s retail sales fluctuated significantly during crises like the 2008 financial downturn and the 2020 pandemic but demonstrated resilience through recovery phases. This underscored the importance of adaptability in volatile markets. (Hong Kong Census and Statistics Department, 2025) (Trading Economics, 2025)

Inflation trends in Hong Kong and India aligned during global instability, such as post-2008 recovery and pandemic disruptions. Company A experiences managing retail operations under inflationary conditions in Hong Kong can be valuable in India. Inflation’s impact on consumer spending was crucial for developing pricing strategies and product offerings tailored to India’s price-sensitive market.

India’s higher inflation rates emphasized the need for a flexible, localized approach. Company A must account for regional variations in inflation and consumer preferences. Leveraging its expertise in managing retail operations across economic cycles, Company A can tap into India’s growing consumer base and rising incomes. Strategic planning and adaptability will be key to its successful expansion.


[bookmark: _heading=h.3rdcrjn]Table 2 The Pearson Correlation Matrix of annual percent change in retail sales values and consumer inflation rates in Hong Kong. and consumer inflation rates in India: 2006 to 2023
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Table 3 The Pearson Correlation matrix of annual percent change (%) in retail sales values in Hong Kong, consumer inflation rates in Hong Kong and in India: 2019 to 2023
[image: ]
The Pearson Correlation Matrix disclosed relationships between Hong Kong’s retail sales growth (APCHKRS), Hong Kong’s inflation (APCHKCPI), and India’s inflation (APCICPI) from 2006 to 2023. A moderate positive correlation (0.45) between inflation rates in Hong Kong and India disclosed some alignment in inflationary trends. This indicated that Company A experiences managing retail operations under inflation in Hong Kong could be valuable in India, where inflation dynamics may follow similar patterns. (World Bank, 2024)

A correlation of 0.36 between Hong Kong’s retail sales growth and its inflation highlights inflation’s impact on retail performance. This underscored the importance of pricing strategies and cost management in maintaining sales growth during inflationary periods. Given the moderate correlation between inflation in Hong Kong and India, Company A can apply its expertise to develop tailored pricing and operational strategies for the Indian market.

The weaker correlation (0.28) between Hong Kong’s retail sales growth and India’s inflation suggests a less direct but still notable relationship. While India’s inflation may not directly influence Hong Kong’s retail sales, understanding India’s inflation trends can provide insights into Indian consumer purchasing power and spending behavior. By analyzing these correlations, Company A can better anticipate economic conditions in India, ensuring a more informed and strategic expansion. Overall, the matrix supports Company A’s potential success in India by emphasizing the importance of leveraging inflation management expertise and adapting to local economic dynamics.

3.2.2 Similarities and differences in patterns and trends

Hong Kong and India have shown significant economic growth, though with distinct characteristics. Hong Kong, a global financial hub, thrives on finance, logistics, and trade, while India, one of the fastest-growing major economies, is driven by agriculture, manufacturing, and services. Both regions experienced rapid urbanization. India excelled in IT and business services, besides Hong Kong focused on finance. Both benefit from cultural diversity: Hong Kong blends Eastern and Western influences, while India is home to diverse languages, religions, and traditions. Despite demographic differences, both have relatively young workforces, contributing to economic dynamism. The Indian community in Hong Kong is well-integrated, particularly in finance and IT, while India’s diverse population offers a vast talent pool despite challenges like regional disparities and uneven educational attainment. (World Bank, 2024)

However, key differences exist. Hong Kong operates under the "One Country, Two Systems" principle, enjoying semi-autonomy under Chinese sovereignty, while India is a federal parliamentary democracy. Economically, Hong Kong is a free-market economy with minimal government intervention, contrasting with India’s more regulated and bureaucratic environment. Socially, Hong Kong has faced political protests and debates over freedoms, while India contends with poverty, caste discrimination, and religious tensions. Education systems also differ: Hong Kong follows a British-style, internationally focused system, whereas India’s education system is diverse, with varying quality and a strong emphasis on entrance exams for higher education.

These differences highlighted the need for Company A to adopt a tailored approach when expanding into India. While leveraging similarities in economic and cultural dynamics, it must address India’s unique regulatory, social, and structural challenges to ensure successful market entry.

Table 4: Major summary statistics of annual percent change (%) in retail sales values in Hong Kong, consumer inflation rates in Hong Kong and in India: 2006 to 2023
	Summary statistics
	Hong Kong
	India

	
	ARCHKCPI
	ARCHKRS
	APCICPI

	Mean growth rate (%)
	3.5 
	2.6 
	5

	Standard deviation
	11.7 
	1.5 
	2.0

	Range (%)
	44.1 
	6.6 
	8.0

	Maximum (%)
	-22.5 
	-0.9 
	1.0

	Minimum (%)
	21.6 
	5.7 
	9.0 






Table 5: Major summary statistics of annual percent change (%) in retail sales values in Hong Kong, consumer inflation rates in Hong Kong and in India: 2019 to 2023
	Summary statistics
	Hong Kong
	India

	
	ARCHKCPI
	ARCHKRS
	APCICPI

	Mean growth rate (%)
	-7.3 
	1.7 
	4.5

	Standard deviation
	13.0 
	1.5 
	2.5

	Range (%)
	34.9 
	3.8 
	7.0

	Maximum (%)
	-22.5 
	-0.9 
	1.5

	Minimum (%)
	12.4 
	2.9 
	8.5



Table 4 and 5 provide a detailed comparison of the annual percent change in retail sales values in Hong Kong (ARCHKRS), consumer inflation rates in Hong Kong (ARCHKCPI), and consumer inflation rates in India (APCICPI) over two periods: 2006–2023 and 2019–2023. These findings offer valuable insights that can support Company A’s decision to expand its business into India. (World Bank, 2024)

From 2006 to 2023, the mean growth rate of consumer inflation in India (5%) was higher than in Hong Kong (3.5%), indicating that India has experienced relatively higher inflationary pressures over the long term. However, the standard deviation of inflation in India (2.0%) was lower than in Hong Kong (11.7%), suggesting that India’s inflation rates have been more stable compared to the significant volatility observed in Hong Kong. This stability in India’s inflation trends provides a more predictable environment for retail businesses like Company A to plan pricing strategies and manage costs effectively. Additionally, the mean growth rate of retail sales in Hong Kong (2.6%) reflects steady consumer demand, which and when to combine with India’s growing retail market, suggested that Company A can leverage its expertise in managing retail operations to tap into India’s expanding consumer base. (World Bank, 2024)

The data from 2019 to 2023, a period marked by global economic disruptions such as the COVID-19 pandemic, reveals a decline in the mean growth rate of consumer inflation in Hong Kong (-7.3%) and a slight increase in India (4.5%). This contrast highlights India’s resilience during global crises, as its inflation rates remained relatively stable compared to Hong Kong’s sharp decline. The mean growth rate of retail sales in Hong Kong during this period (1.7%) indicates a recovery phase, demonstrating Company A’s ability to adapt to challenging economic conditions. This adaptability will be crucial for Company A’s expansion into India, where economic resilience and consumer demand are key drivers of retail growth. (World Bank, 2024)

The tables also show that the range of inflation rates in India (8.0% from 2006–2023 and 7.0% from 2019–2023) is narrower than in Hong Kong (44.1% and 34.9%, respectively), further emphasizing the relative stability of India’s economic environment. This stability, combined with India’s higher mean inflation growth rate, suggested a growing consumer market with increasing purchasing power, which aligns with Company A’s potential to introduce its retail offerings. By leveraging its experience in navigating volatile markets like Hong Kong, Company A can develop strategies to address India’s unique economic conditions, such as localized pricing and product assortments tailored to regional preferences. (World Bank, 2024)

In conclusion, the findings from the tables underscore India’s potential as a stable and growing retail market, supported by consistent inflation trends and resilient consumer demand. Company A’s proven ability to manage retail operations in fluctuating economic environments, as demonstrated in Hong Kong, positions it well to capitalize on India’s opportunities. By applying its expertise in pricing, cost management, and consumer engagement, Company A can successfully expand its business into India and establish a strong presence in this dynamic market.

Global price changes have significantly influenced domestic markets, driven by factors such as supply chain disruptions, geopolitical events, and commodity market trends. These shifts have been transmitted through trade, inflation, exchange rates, and foreign direct investment, leading to fluctuations in domestic inflation and deflation. For instance, India's food costs experienced notable volatility from 2022 to 2025, primarily due to inflationary pressures and supply chain challenges. While food inflation remained relatively stable in 2022, it surged sharply in 2023, averaging around 8.4% in the first half of FY25 (April-December). Adverse weather conditions and supply chain disruptions were key contributors, particularly affecting essential items like vegetables and pulses, which constitute a significant portion of the Consumer Price Index (CPI). By January 2025, year-on-year food inflation stood at 6.02%, reflecting ongoing price pressures despite a slight decline from previous months. Price disparities between markets further illustrate the impact of global price changes. For example, the Butterfly Premium Vegetable Chopper, priced at INR 299 (HKD 26.61) in India, is sold at HKD 129.90 in Hong Kong. Highlighted the varying effects of global dynamics on local markets. (Muhammad, R., 2024)

[image: ]
[bookmark: _Hlk192370897]Referring to Table A, trade and economic trends from 2022 to 2025 reveal distinct patterns for Hong Kong and India. Hong Kong's exports fluctuated, reaching USD 389.1 billion in January 2025, while imports stood at USD 387.1 billion. In contrast, India's imports peaked at USD 716 billion in 2023, with exports reaching USD 776 billion the same year. However, by January 2025, India's imports and exports dropped to USD 59.42 billion and USD 36.43 billion, respectively, reflecting shifting trade dynamics. (Ministry of Labour & Employment, 2024) (Consulate General of India , 2024)

[image: ]
Consumer behavior also varied between the two regions. Hong Kong's strong purchasing power has driven demand for luxury and big-ticket purchases, though cautious spending persists amid economic uncertainty. In India, limited discretionary spending has led to a focus on premium products, with emerging consumers adopting a more cautious approach to spending.

Pricing and sourcing strategies further differentiate the two markets. Hong Kong employs competitive and dynamic pricing strategies, leveraging global sourcing and cost optimization. India, on the other hand, emphasizes regulatory compliance and domestic sourcing, with dynamic pricing strategies gradually gaining traction.






[image: ]
The economic impact of global price changes is evident in GDP growth, employment, and trade balances. India's GDP growth averaged 6.42% from 2006 to 2024, peaking at 9.7% in 2022. Labor force participation rose to 60.1% in 2023–24, while the unemployment rate fell to 3.2%. Hong Kong's GDP growth, closely tied to global trade and finance, has been accompanied by consistently low unemployment rates. However, India generally runs a trade deficit, while Hong Kong's trade balance is often influenced by high import volumes. These trends underscore the broader economic implications of global price changes, affecting growth, employment, and trade dynamics. (International Labour Organization, 2024)

For Company A, global price changes have posed significant challenges. Rising operational costs, driven by supply chain disruptions, geopolitical tensions, and higher raw material prices, which squeezed profit margins. Currency volatility has increased procurement costs for globally sourced products, while global inflation has led to higher input costs, forcing trade-offs between profitability and consumer pricing. Shifting consumer behavior, with a focus on essentials over discretionary spending, has impacted higher-margin categories. Intensified competition from global e-commerce platforms like Amazon and Taobao has further pressured Company A to adapt its pricing and convenience offerings. (Trading Economics, 2025) (International Labour Organization, 2024)

Geopolitical tensions and trade policy changes have disrupted global trade flows, increasing tariffs and sourcing difficulties. Energy price fluctuations have raised transportation and operational costs, while labor shortages in key markets have driven up labor costs and recruitment challenges. Additionally, global sustainability pressures and stricter environmental regulations have necessitated costly transitions to eco-friendly practices. Health crises, such as COVID-19, have disrupted supply chains and accelerated the shift to online shopping, requiring significant investments in digital transformation. Regional economic slowdowns, particularly in China and the U.S., have weakened consumer confidence and reduced demand for exports, further impacting Company A's sales.

Despite these challenges, Company A has significant potential to expand into India's rapidly growing retail market, projected to reach $1.3 trillion by 2025. The country's burgeoning middle class and increasing disposable income present opportunities for Company A to introduce its comprehensive shopping experience, including supermarkets, general merchandise stores, and specialized retail formats. By adapting its concept to local preferences and collaborating with regional suppliers, Company A can enhance supply chain efficiency and foster community engagement. However, navigating regulatory complexities, intense local competition, and diverse consumer preferences will require a tailored market entry strategy. (International Labour Organization, 2024)

In conclusion, global price changes have created both challenges and opportunities for domestic markets and businesses like Company A. While rising operational costs, currency volatility, and shifting consumer behavior pose significant hurdles, the potential for expansion into high-growth markets like India offers a compelling opportunity. By effectively adapting to local conditions and leveraging its retail strengths, Company A can position itself for success in an increasingly interconnected and dynamic global economy. The key lies in balancing the challenges posed by global price changes with strategic initiatives that capitalize on emerging opportunities.

Company A faced significant challenges during the period of global price changes, operating in a highly dynamic and competitive market. The volatility in global markets profoundly impacted its operations, profitability, and strategic decision-making. Rising global supply chain costs, driven by geopolitical tensions, pandemics, natural disasters, and increased raw material prices, significantly elevated operational expenses for Company A. These higher costs of imported goods forced the company to either reduce profit margins or increase retail prices, risking the alienation of price-sensitive customers.

Currency exchange rate volatility further compounded these challenges. As Company A sourced many products globally, fluctuations in exchange rates directly affected procurement costs. (Company A, 2024) For example, unfavorable movements in the HKD-USD exchange rate increased the cost of imported goods, making it difficult for the company to maintain competitive pricing. Additionally, the global inflationary trend, fueled by rising energy prices, food costs, and supply chain bottlenecks, led to higher input costs. This forced Company A to choose between absorbing the costs, which reduced profitability, or passing them on to consumers, which risked lower sales volumes.

Changing consumer behavior also posed a challenge. Global uncertainty and rising living costs in Hong Kong led consumers to prioritize essential goods over discretionary spending. Since Company A sold a mix of essential and non-essential products, this shift reduced sales in higher-margin categories such as electronics, fashion, and home goods. Furthermore, the rise of global e-commerce platforms like Amazon and Taobao intensified competition in Hong Kong’s retail market. Company A struggled to compete with online retailers offering lower prices and greater convenience, particularly for imported goods.

Geopolitical tensions disrupted global trade flows, leading to increased tariffs and sourcing difficulties. Company A faced higher costs for imported products and challenges in securing certain items, which affected product availability and pricing. Global energy price fluctuations, particularly in oil and gas, further increased transportation and operational costs, squeezing profit margins. Labor shortages in key markets also drove up labor costs and recruitment challenges, impacting operational efficiency.

Sustainability pressures added another layer of complexity. Stricter environmental regulations required Company A to adopt eco-friendly practices, such as reducing plastic usage and sourcing sustainable products. While necessary, transitioning to sustainable practices involved significant upfront costs and operational changes. Global health crises, such as COVID-19, exacerbated these challenges by disrupting supply chains, reducing consumer spending, and accelerating the shift to online shopping. This forced Company A to invest in digital transformation while managing reduced foot traffic in physical stores.

Regional economic slowdowns, particularly in China and the U.S., weakened consumer confidence and reduced demand for exports from Hong Kong. As a result, Company A experienced lower sales as consumers cut back on spending due to economic uncertainty. Additionally, Hong Kong’s high cost of living, expensive commercial real estate, and global inflationary pressures increased operational expenses, further squeezing profit margins, especially when sales growth stagnated.

Despite these challenges, Company A has significant potential to expand into India, one of the world’s fastest-growing retail markets, projected to reach $1.3 trillion by 2025. India’s burgeoning middle class and increasing disposable income create substantial demand for diverse retail offerings. Company A can leverage this growth by introducing its comprehensive shopping experience, including supermarkets, general merchandise stores, and specialized retail formats. Its "Company A Living Areas" strategy, which focuses on enriching customer lives through integrated services and products, can be adapted to local Indian markets by incorporating regional preferences and cultural nuances. Collaborations with local suppliers could enhance supply chain efficiencies and foster community engagement.

However, expanding into India is not without challenges. Company A must navigate regulatory complexities, intense competition from established local players, and varying consumer preferences across India’s diverse regions. A tailored market entry strategy that addresses these factors will be critical for successful expansion.

In conclusion, while global price changes and market dynamics have posed significant challenges for Company A, its expansion into India presents a compelling opportunity. By effectively adapting to local market conditions, leveraging its retail strengths, and addressing the unique challenges of the Indian market, Company A can position itself for long-term success in one of the world’s most promising retail landscapes.

3.3 Summary of finding
Given India's robust GDP growth and increasing consumer incomes, Company A could benefit from expanding its retail operations there. India's growing middle class and expanding retail market present opportunities for international retailers like Company A to establish a strong presence. Company A’s strategy of diversifying its retail model, as seen in Vietnam, could be effectively applied in India to tap into the country's burgeoning consumer market. This expansion would align with Company A's goals of enhancing competitiveness and growth through strategic investments in new markets. 

4   Conclusion and recommendations 
4.1	Conclusion
India is an ideal destination for Company A’s expansion, given its rapidly growing retail market and favorable business environment. The sector is projected to grow at a CAGR of 13.90% from 2024 to 2032, driven by income growth, urbanization, and digital adoption. Organized retail’s share is expected to rise from 18-20% to 25-30% by 2025, offering significant opportunities for international retailers. India’s large consumer base and rising disposable incomes make it an attractive market for Company A to leverage its retail expertise. (Dezan Shira & Associate, 2025)

Company A’s expansion aligns with its strategy of targeting high-growth markets. Although initial plans to enter India in 2013 were delayed, its existing consumer finance business provides a foundation for retail expansion. Supportive policies, including 100% FDI in single-brand retail and e-commerce, further facilitate foreign investment. By entering India, Company A can capitalize on retail growth potential and diversify its global presence. (Roudra, B., 2013)

4.2	Recommendations
India’s retail market is highly competitive, dominated by players like Reliance Retail and Tata Group. To succeed, Company A must offer unique products or form strategic partnerships with local retailers to leverage their market knowledge and infrastructure. Adapting to India’s complex regulations, consumer preferences, and cultural nuances is essential. Tailoring products to local tastes, integrating technology for enhanced in-store experiences, and emphasizing sustainability can differentiate Company A. However, India’s infrastructure and logistics challenges require significant investment to establish efficient supply chains. By focusing on localization, innovation, and sustainability, Company A can build brand loyalty and compete effectively in India’s dynamic retail market.
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Table 1 Annual percent change (%) in value of retail sales in Hong Kong and consumer inflation in
Hong Kong and India: 2006 to 2023
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‘Table A: Import and Export cost of Hong Kong and India from 2022 to 2025

Year Hong Kong Hong Kong India Imports | India Exports
Import (USD | Export(USD | (USDBillion) | (USD Billion)
Billion) Billion)
2022 NA 580 616 4457
2023 NA 534 716 776
2024 NA 640 6754 NA
2025 (As of 3871 3891 59.42 3643
January)

Sousce: Ministry of Finance, Census and Statistics Department (C&SD) of Hong Kong
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Table C

travel; cantious luxury
spending.

Aspect Hong Kong India
Purchasing Power Stronger purchasing power. Limited discretionary
focus on luxury and spending; affluent segment
experiences. drives consumption
Spending Patterns Big-ticket purchases and Premiumization; cautious

spending among emerging

consumers.

Sousce: Mastercard (2024)

hitps:/swwmastercard.com/news/aplen-hk newsroom/press-releases/en-hk/2024/mastercard-economics-instifute-
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Table D

Aspect Hong Kong India
Pricing Strategy Competitive and dynamic pricing | Focus on preventing predatory
strategies. pricing; dynamic pricing is

emerging.

Production Strategy | Outsourced production with quality
control.

Sourcing Strategy.

Cost management and supply

chain optimization

Sourcing Strategy | Global sourcing with flexible supply
chains.

Domestic sourcing with import

diversification.

Source: India Briefing (202
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International Lghous Organization (2024)
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