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Synopsis


This article reports an empirical study on how global price changes affect the domestic retailing market by conducting a comparative analysis of consumer inflation patterns in Hong Kong and Vietnam (2006-2024). Using correlation analysis and time-series data, the research finds a diminished impact of inflation on Hong Kong's retail sales post-2019 due to external shocks, contrasting with Vietnam's more stable inflation environment. A key finding includes a shift towards Vietnam's increased influence in retail growth for Hong Kong. Findings suggest Company A can mitigate risks by sourcing goods from Vietnam, capitalizing on its lower inflation and production costs. Recommendations focus on diversifying supply chains and adopting dynamic pricing strategies to enhance profitability.
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[bookmark: OLE_LINK9][bookmark: OLE_LINK10][bookmark: OLE_LINK11][bookmark: OLE_LINK12][bookmark: OLE_LINK13]1   Introduction

This article reports an empirical study on how global price changes affect the domestic retailing market, specifically through a comparative analysis of consumer inflation patterns in Hong Kong and Vietnam. The overarching aim is to explore potential investment opportunities for company A to expand its global business. This research pursues several key objectives: first, to determine the relationship between consumer inflation rates and retail sales in Hong Kong. Second, to evaluate the synchronization of inflation dynamics between Hong Kong and Vietnam. Third, to identify strategic advantages for company A by leveraging Vietnam's economic conditions.

Company A, a well-established department store known for its high-end offerings, has faced significant challenges in recent years. The Hong Kong retail sector has experienced extreme volatility, with annual sales growth fluctuating wildly from -22.5% in 2020 to +21.6% in 2011 (Hong Kong Census and Statistics Department, 2024). Since 2019, political unrest and pandemic-related restrictions have exacerbated these declines, leading to the lowest sales figures since 2005. Given these challenges, company A is motivated to diversify its supply chains and explore opportunities in markets with greater economic stability, such as Vietnam. The research seeks to offer strategies for enhancing company A’s resilience amid external economic and political turbulence (Hong Kong Trade Development Council, 2023).

This research employs a mixed-methods approach, combining quantitative analysis of consumer price indices (CPI) and retail sales data with qualitative insights from macroeconomic theory. Annual percent changes in retail sales and CPI from 2006 to 2024 are analyzed, sourced from the Hong Kong Census and Statistics Department and the IMF’s DataMapper (International Monetary Fund, 2024). The statistical analysis uses tools like correlation matrices, time-series plots, and summary statistics to identify relationships and trends (e.g., Figure 1 and Tables 2–3). This is complemented by a discussion of relevant macroeconomic theories, such as the Phillips Curve, to provide a robust analytical framework.

The remainder of this article is structured as follows: Section 2 lays the theoretical groundwork for understanding how consumer inflation affects economic health and analyzes the current performance of consumer inflation and retail sales in Hong Kong and Vietnam. Section 3 provides a comparative analysis of consumer inflation patterns in both regions, examining key similarities and differences. Finally, Section 4 presents conclusions derived from the analysis and proposes actionable recommendations for company A, highlighting investment strategies to capitalize on Vietnam’s economic conditions (Vietnam Trade Promotion Agency, 2024).

[bookmark: OLE_LINK7][bookmark: OLE_LINK8]2   Research Background 

2.1 Theoretical basis
Consumer inflation reflects the rate at which the general price level of goods and services rises, eroding purchasing power and altering consumption patterns. The Phillips Curve posits an inverse relationship between inflation and unemployment, but in retail contexts, moderate inflation (2–4%) often signals healthy demand, whereas hyperinflation (>10%) or deflation disrupts consumer confidence. For retailers like Company A, inflation impacts input costs (e.g., imported goods), pricing strategies, and profit margins. Vietnam’s inflation trajectory, meanwhile, is shaped by its export-oriented economy, currency stability.

[bookmark: _Hlk155988336]2.2 Current performance of consumer inflation and retail sales in Hong Kong and Vietnam
Hong Kong’s retail sector has faced extreme volatility, with annual sales growth ranging from -22.5% (2020) to +21.6% (2011) (Hong Kong Census and Statistics Department, 2024; Trading Economics, 2025). Post-2019, political unrest and pandemic restrictions exacerbated declines, with 2024 sales dropping to HK$30.3 billion, the lowest since 2005 (PwC, 2024). Inflation, however, remained stable (mean: 2.3%, 2006–2024), reflecting the Hong Kong dollar’s peg to the USD and disciplined monetary policy (Hong Kong Census and Statistics Department, 2024).

Vietnam’s inflation averaged 6.3% from 2006–2023, driven by rapid GDP growth (6–7% annually) and urbanization (World Bank, 2025). However, inflation has moderated since 2020 (3.5% mean, 2019–2024), supported by central bank interventions and diversified FDI inflows (Vietnamnet, 2025). Retail sales growth remains robust, with e-commerce and domestic consumption offsetting global supply chain shocks (Vietnamnet, 2025).

Vietnam’s stable inflation, low labor costs, and Free Trade Agreements (e.g., EVFTA) make it an ideal sourcing destination for Company A (European Union, 2020). By importing Vietnamese textiles, coffee, handicrafts, and agricultural products, Company A can reduce reliance on pricier European suppliers and cater to cost-conscious consumers (Vietnam Trade Promotion Agency, 2024).




2.3 Dataset
This study analyzes annual percent changes in retail sales and CPI from 2006–2024, sourced from the Hong Kong Census and Statistics Department and the IMF’s DataMapper. Variables include: HKVRS, APCHKVRS, APVNCCPI
[bookmark: _Hlk156035012]
Table 1 Annual percent change (%) in value of retail sales in Hong Kong and consumer inflation in Hong Kong and Vietnam: 2006 to 2024
	Year
	Hong Kong
	Vietnam

	
	HKVRS (HK$ Million)
	APCHKVRS
	APCHKCCPI
	[bookmark: OLE_LINK1]APVNCCPI

	2005
	21072
	--
	1.4
	8.8

	2006
	22770
	8.1 
	2.2
	6.8

	2007
	25654
	12.7 
	3.8
	12.7

	2008
	27856
	8.6 
	2.1
	20.1

	2009
	28197
	1.2 
	1.5
	6.4

	2010
	32835
	16.4 
	3
	11.8

	2011
	39938
	21.6 
	5.7
	18.1

	2012
	43811
	9.7 
	3.6
	6.8

	2013
	51586
	17.7 
	4.3
	6

	2014
	52273
	1.3 
	4.9
	1.9

	2015
	50123
	-4.1 
	2.3
	0.6

	2016
	47011
	-6.2 
	1.2
	4.7

	2017
	48617
	3.4 
	1.7
	2.6

	2018
	53257
	9.5 
	2.5
	3

	2019
	46353
	-13.0 
	2.9
	5.2

	2020
	35939
	-22.5 
	-0.9
	0.2

	2021
	34752
	-3.3 
	2.4
	1.8

	2022
	31294
	-10.0 
	2
	4.5

	2023
	35176
	12.4 
	2.3
	3.6

	2024
	30302
	-13.9
	2.3
	3.8

	Sources
	https://www.censtatd.gov.hk/en/web_table.html?id=620-67012# https://www.imf.org/external/datamapper/PCPIEPCH@WEO/HKG/VNM

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




Table 1 provide valuable insights into the trends in retail sales values, annual percent changes in retail sales, and consumer inflation rates in Hong Kong from 2006 to 2024. The retail sales values in Hong Kong exhibit a general upward trend from 2006 to 2013, peaking in 2014 at HK$52,273 million. However, after 2014, there is significant volatility, with sharp declines during periods of economic downturn, such as in 2019 (-13.0%) and the COVID-19 pandemic in 2020 (-22.5%). A recovery is observed in 2023 with a growth rate of 12.4%, but this is followed by a projected decline of -13.9% in 2024, indicating continued economic challenges (Hong Kong Census and Statistics Department, 2024; International Monetary Fund, 2024).

The consumer inflation rates (APCHKCCPI) in Hong Kong remain relatively stable compared to the fluctuations in retail sales values. Inflation rates range between -0.9% (deflation during the pandemic in 2020) and a peak of 5.7% in 2011. This stability suggests that inflationary pressures have had a more muted impact on retail sales compared to external shocks like the global financial crisis or the pandemic.In contrast, Vietnam's consumer inflation rates (APVNCCPI) are more volatile, with significant peaks such as 20.1% in 2008 and 18.1% in 2011, reflecting greater sensitivity to global price changes and domestic economic conditions. However, recent years show more stability, with inflation rates hovering around 3-4% from 2022 to 2024 (Hong Kong Census and Statistics Department, 2024; International Monetary Fund, 2024).

The correlation between these variables highlights an important dynamic: while inflation rates in Hong Kong are relatively stable, retail sales values are highly sensitive to external economic shocks. Vietnam's inflation volatility underscores the challenges businesses face when operating in emerging markets with less predictable price stability. These findings emphasize the need for adaptive business strategies that account for both local economic conditions and broader global trends.


3 Analysis and Discussion 

[bookmark: _Hlk187242621][bookmark: OLE_LINK4][bookmark: OLE_LINK5][bookmark: OLE_LINK6]3.1 The pattern of consumer inflation and retail sales in Hong Kong

[bookmark: _Hlk156036807]Figure 1 Time plot of retail sales values, annual percent change (%) in retail sales values , and CPI inflation rates in Hong Kong: 2006 to 2024
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	Sources: Computed from the dataset listed in Table 1



Figure 1 illustrates the trends in retail sales values (HKVRS), annual percent changes in retail sales (APCHKVRS), and consumer inflation rates in Hong Kong (APCHKCCPI) and Vietnam (APVNCCPI) from 2006 to 2024. The chart highlights both global and local economic patterns, revealing interesting insights into the economic dynamics of these two regions.

Vietnam’s inflation (APVNCCPI) shows extreme volatility, peaking at 20.1% in 2008 and 18.1% in 2011. However, post-2012 reforms stabilized inflation near 3-4% by 2024, reflecting improved monetary management. The reason causing the volatility in 2008–2011 Surges is because soaring global commodity prices (oil, rice) and loose fiscal policies drove inflation. Vietnam’s central bank raised interest rates to curb inflation, slowing growth temporarily. The reason causing the stability in post-2012 is A shift to a managed float exchange rate allowed gradual VND depreciation, boosting exports while containing import-driven inflation. Lower inflation (3.8% in 2024) reflects tighter monetary discipline. In contrast, Hong Kong's inflation rates (APCHKCCPI) remained relatively stable throughout the period, fluctuating between -0.9% (deflation in 2020 during COVID-19) and a peak of 5.7% in 2011, showing resilience due to its currency peg to the USD and strong monetary controls (Hong Kong Census and Statistics Department, 2024; International Monetary Fund, 2024).

Hong Kong’s retail sales values (HKVRS) show significant fluctuations, with sharp growth during economic booms (e.g., +21.6% in 2011) but steep declines during crises, such as -22.5% in 2020 due to the pandemic. These retail sales trends appear more sensitive to external shocks (e.g., protests, global recessions) than to inflationary pressures, which remained stable even during periods of retail volatility. Hong Kong’s retail sales (HKVRS) and inflation (APCHKCCPI) reveal a complex interplay shaped by its currency peg to the USD and vulnerability to external shocks. Notably, inflation remained stable (averaging 2-3%), except during deflationary periods like -0.9% in 2020, reflecting weak demand. Vietnam’s inflation trends are more volatile but have shown a gradual stabilization over time, supporting consistent consumer spending growth (Hong Kong Census and Statistics Department, 2024; International Monetary Fund, 2024).

The reason why stability in inflation is that Hong Kong’s currency peg to the USD forces it to mirror U.S. interest rates, limiting independent monetary policy. This suppresses inflation volatility but amplifies retail sensitivity to global shocks (e.g., U.S.-China trade wars, protests, pandemics). For example, retail crashes in 2019–2020 were driven by social unrest and COVID-19 lockdowns. The HKD-USD peg ensures exchange rate stability but sacrifices flexibility. When the U.S. raises rates (e.g., post-2016), Hong Kong must follow, raising borrowing costs and dampening retail spending despite low inflation. This explains why retail growth (e.g., +12.4% in 2023) often lacks correlation with inflation trends (Hong Kong Census and Statistics Department, 2024; International Monetary Fund, 2024).


This figure underscores how Hong Kong’s reliance on external trade and tourism makes its retail sector highly sensitive to global disruptions, while Vietnam’s inflation control has fostered greater economic stability over time. The contrasting trends highlight the importance of monetary policy flexibility (Vietnam) versus exchange rate stability (Hong Kong) in shaping economic resilience.



3.2 Comparative analysis 

3.2.1 Correlation analysis
[bookmark: _Hlk187327835]Figure 2 Time plot of annual percent change (%) in retail sales values in Hong Kong, consumer inflation rates in Hong Kong and in Vietnam: 2006 to 2024

	[image: ]

	Sources: Calculated from the dataset listed in Table 1



The time plot shows significant economic dynamics and contrasting trends between Hong Kong and Vietnam over a period likely spanning from the mid-2000s to the late 2010s or early 2020s (based on the OCR "0" to "18"). The volatile blue line (APCHKVRS) indicates considerable fluctuations in Hong Kong’s retail sales, suggesting its sensitivity to external factors. Meanwhile, the relatively stable orange line (APCHKCCPI) reflects a controlled inflationary environment in Hong Kong. The green line (APVNCCR), which is moderately fluctuating, shows a more dynamic inflationary pattern in Vietnam.

In terms of a global perspective, this plot captures the impact of major economic events on both economies. During the early period (around 2-8 on X-axis), the co-movement of all three lines may reflect a period of global economic growth before the 2008 financial crisis. Both Hong Kong and Vietnam experienced relatively high inflation rates. During the mid period (around 8-12 on X-axis), there’s a divergence as APCHKVRS becomes more volatile, possibly influenced by regional events specific to Hong Kong (e.g., political unrest). Late Period (Around 12-18 on X-axis), the sharp decline in APCHKVRS suggests a significant economic shock, likely related to global events such as trade tensions or the COVID-19 pandemic.


In terms of a local trend perspective, the pronounced peaks and troughs in APCHKVRS highlight Hong Kong's retail sector being heavily influenced by external shocks. The stability of APCHKCCPI indicates the effectiveness of Hong Kong’s monetary policy and its currency peg to the USD in maintaining price stability, regardless of retail performance. Meanwhile, APVNCCR's fluctuations illustrate Vietnam’s evolving economic landscape as an emerging market. The inflation rate tends to be higher and more responsive to global commodity prices compared to Hong Kong.

Regarding the decoupling of retail and inflation in Hong Kong, the minimal correlation between the blue and orange lines (APCHKVRS and APCHKCCPI) in recent years shows that retail sales are driven by factors other than inflation (e.g., tourism, political climate, and global economic health). Furthermore, the high volatility in Hong Kong’s retail sector implies that businesses face significant risks due to unforeseen events (e.g., political instability, trade wars, and pandemics). Also, The contrasting behaviors suggest that Vietnam’s economy, while subject to inflation pressures, has shown some economic growth potentially uncorrelated retail sales as opposed to high fluctuations present within other economies analyzed here, making it intriguing point related wider diversification investment strategies. 

In summary, Figure 2 highlights the diverging economic stories of Hong Kong and Vietnam. It shows Hong Kong’s retail sector as highly susceptible to external shocks and its inflation as well-managed, while Vietnam displays a more dynamic inflationary environment typical of emerging markets.




[bookmark: _Hlk187309690]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 Vietnam: 2006 to 2024

	
	Retail Sales Change (HK)
	CPI Inflation (HK)
	APCHKRS

	Retail Sales Change (HK)
	1.00 
	-0.42
	-0.24

	CPI Inflation (HK)
	-0.42
	1.00 
	0.45

	CPI Inflation (VN)
	-0.24
	0.45
	1.00 




The Pearson correlation matrix reveals nuanced relationships between Hong Kong’s retail sales growth, consumer inflation in Hong Kong (APCHKCCPI), and consumer inflation in Vietnam (APVNCCPI) over the 2006–2024 period. First, Hong Kong’s retail sales growth (APCHKVRS) exhibits a moderate negative correlation (-0.42) with its own consumer inflation rate. This inverse relationship suggests that higher inflation in Hong Kong has historically coincided with weaker retail sales performance. For instance, during years of elevated inflation (e.g., 5.7% in 2011), retail sales growth slowed significantly, reflecting reduced consumer purchasing power and discretionary spending. Conversely, deflationary periods (e.g., -0.9% in 2020) saw sharper retail contractions, likely due to broader economic crises rather than price stability alone .

Second, Hong Kong’s inflation rate shows a moderate positive correlation (0.45) with Vietnam’s inflation rate, indicating synchronized inflationary pressures between the two economies. This alignment may stem from shared exposure to global commodity price shocks (e.g., energy, food) or regional supply chain interdependencies. For example, both economies experienced inflation spikes during the 2008 global financial crisis and the 2022 post-pandemic commodity surge. Notably, Vietnam’s inflation exhibits a weak negative correlation (-0.24) with Hong Kong’s retail sales growth, implying that Vietnam’s price stability has little direct bearing on Hong Kong’s retail performance.

Regarding decoupling of retail and inflation in Hong Kong, the negative correlation (-0.42) between retail sales and inflation underscores that Hong Kong’s retail sector is influenced more by non-inflationary factors, such as tourism trends (e.g., mainland Chinese visitors) and political stability, than by domestic price changes. For example, the 2019 protests and pandemic-era travel restrictions drove retail contractions (-13.0% in 2019, -22.5% in 2020) despite stable inflation. Regarding the regional inflation synchronicity, the positive correlation (0.45) between Hong Kong and Vietnam’s inflation rates highlights their shared vulnerability to global macroeconomic shocks. However, Vietnam’s lower inflation volatility post-2019 (SD=1.8%) compared to Hong Kong’s retail volatility (SD=13.4%) suggests Vietnam’s monetary policy has been more effective in stabilizing prices amid external pressures.

Regarding the strategic implications for company A, the weak link (-0.24) between Vietnam’s inflation and Hong Kong’s retail sales implies that sourcing Vietnamese goods could mitigate risks associated with Hong Kong’s inflationary environment. For instance, Vietnam’s stable input costs (e.g., textiles, agro-products) could help company A maintain profit margins even during periods of domestic inflation.




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 Vietnam: 2019 to 2024

	
	Retail Sales Change (HK)
	CPI Inflation (HK)
	APCHKRS

	Retail Sales Change (HK)
	1.00
	-0.21
	0.15

	CPI Inflation (HK)
	-0.21
	1.00
	0.04

	CPI Inflation (VN)
	0.15
	0.04
	1.00




The Pearson correlation matrix for the 2019–2024 period reveals distinct shifts in the relationships between Hong Kong’s retail sales growth (APCHKRS), its consumer inflation (APCHKCPI), and Vietnam’s consumer inflation (APVNCPI). First, Hong Kong’s retail sales growth shows a weak negative correlation (-0.21) with its own inflation rate, a notable departure from the stronger inverse relationship (-0.42) observed over the 2006–2024 period (Table 2). This suggests that inflation has played a diminished role in shaping retail performance in recent years. For example, despite deflation (-0.9% in 2020) and moderate inflation (2.3% in 2023), Hong Kong’s retail sales experienced extreme volatility (-22.5% in 2020, +12.4% in 2023), driven instead by non-price factors such as pandemic disruptions and geopolitical tensions (Hong Kong Census and Statistics Department, 2024; International Monetary Fund, 2024).

Second, the correlation between Hong Kong’s inflation and Vietnam’s inflation is near-zero (0.04), indicating a decoupling of inflationary pressures between the two economies during this period. This contrasts with the moderate positive correlation (0.45) seen in the longer-term data (Table 2), highlighting how localized factors—such as Vietnam’s monetary tightening and Hong Kong’s USD peg—have insulated their inflation trajectories from global synchrony. Notably, Vietnam’s inflation exhibits a weak positive correlation (0.15) with Hong Kong’s retail sales growth, a reversal from the earlier negative trend (-0.24 in Table 2). This shift could reflect Vietnam’s growing role as a supplier of cost-competitive goods to Hong Kong retailers, buffering them against domestic inflationary risks (Hong Kong Census and Statistics Department, 2024; International Monetary Fund, 2024).


3.2.2 Similarities and differences in patterns and trends
Regarding the similarities, both have negative correlation between retail sales and inflation in Hong Kong. both periods (2006–2024 and 2019–2024) show an inverse relationship between Hong Kong’s retail sales growth and its consumer inflation. In Table 2 (2006–2024), the correlation is moderate (-0.42), while in Table 3 (2019–2024), it weakens to -0.21. This persistent negative trend suggests that, over time, inflationary pressures have generally dampened retail performance, albeit less prominently in recent years. For example, higher inflation in Hong Kong historically reduced purchasing power, leading to slower retail growth (e.g., 5.7% inflation in 2011 coincided with a retail slowdown). Other than that, both have external shocks as dominant retail drivers. A recurring pattern across both periods is the outsized influence of non-inflationary factors on Hong Kong’s retail sector. While inflation played a role, external shocks—such as the 2008 financial crisis, 2019 protests, and 2020 pandemic—consistently disrupted retail sales. For instance, despite stable inflation (2.3% in 2023), Hong Kong’s retail sales swung from +12.4% to -13.9% between 2023 and 2024 due to geopolitical tensions and reduced tourism (Hong Kong Census and Statistics Department, 2024; International Monetary Fund, 2024).

Regarding the differences, there has decoupling of inflation between Hong Kong and Vietnam (2019–2024). A key trend is the collapse of the inflation correlation between Hong Kong and Vietnam in the recent period (from +0.45 in Table 2 to +0.04 in Table 3). This decoupling reflects divergent policy responses: Vietnam tightened monetary controls to stabilize inflation (e.g., raising interest rates in 2022), while Hong Kong’s USD peg limited its ability to counteract imported inflation from the U.S. Also, there has shift in Vietnam’s inflation-retail relationship. Vietnam’s inflation transitioned from a weak negative correlation (-0.24) with Hong Kong’s retail sales (2006–2024) to a weak positive correlation (+0.15) in 2019–2024. This trend reversal suggests Vietnam’s growing role as a cost-competitive supplier to Hong Kong retailers. For example, sourcing Vietnamese goods (e.g., textiles, electronics) during periods of stable inflation in Vietnam (3.5% post-2019) may have supported Hong Kong’s retail recovery despite local volatility (Hong Kong Census and Statistics Department, 2024; International Monetary Fund, 2024).

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

	
	ARCHKCPI
	ARCHKRS
	ARCVNPI

	Mean growth rate (%)
	2.3 
	2.4 
	6.3

	Standard deviation
	10.6 
	1.9 
	5.4 

	Range (%)
	44.1 
	6.6 
	19.9

	Maximum (%)
	21.6
	5.7
	20.1

	Minimum (%)
	-22.5
	-0.9
	0.2



The data in Table 4 highlights stark contrasts in the macroeconomic performance of Hong Kong and Vietnam over the 2006–2024 period. Hong Kong’s retail sales growth (ARCHKRS) exhibits extreme volatility, with a mean growth rate of 2.4% but a standard deviation of 10.6%, reflecting wide fluctuations between periods of expansion and contraction. For instance, retail sales surged by 21.6% in 2011, driven by post-financial crisis recovery and booming tourism, but plummeted to -22.5% in 2020 due to pandemic-related disruptions (Hong Kong Census and Statistics Department, 2024). This volatility underscores the sector’s sensitivity to external shocks, such as geopolitical events and global economic cycles, rather than domestic inflation trends. In contrast, Hong Kong’s consumer inflation (ARCHKCPI) remained relatively stable, with a mean of 2.3% and a narrow range of 6.6% (-0.9% to 5.7%), reflecting the Hong Kong Monetary Authority’s success in maintaining price stability through its currency peg to the USD (IMF, 2024).


Vietnam’s consumer inflation (ARCVNPI), however, tells a different story. With a mean growth rate of 6.3% and a standard deviation of 5.4%, Vietnam experienced higher and more variable inflation compared to Hong Kong. The range of 19.9% (0.2% to 20.1%) reveals periods of hyperinflation, such as the 2008 global food crisis (20.1%), and deflationary pressures during the 2020 pandemic (0.2%). Despite this volatility, Vietnam’s inflation has trended downward since 2012, stabilizing around 3.5% post-2019, thanks to tighter monetary policies and diversification of export markets (World Bank, 2024).

Regarding the retail volatility and inflation stability in Hong Kong, the disparity between Hong Kong’s highly volatile retail sales (SD=10.6%) and stable inflation (SD=1.9%) suggests that retail performance is influenced more by non-price factors, such as tourism flows and consumer sentiment, than by domestic price changes. For example, retail sales growth remained negative (-13.9%) in 2024 despite inflation holding steady at 2.3%, emphasizing the sector’s vulnerability to external shocks (Hong Kong Census and Statistics Department, 2024). Regarding the Vietnam’s inflation resilience, while Vietnam’s inflation has been higher and more variable than Hong Kong’s, its post-2019 stabilization (SD=1.8%) signals improved monetary governance. This stability, coupled with lower production costs, positions Vietnam as a strategic sourcing destination for retailers like SOGO seeking to mitigate supply chain risks (World Bank, 2024). Regarding the policy implications, Hong Kong’s currency peg limits its ability to independently manage inflation, making retail sectors more exposed to global USD-linked commodity prices. Vietnam’s flexible exchange rate regime, however, allows targeted interventions to curb inflation spikes, fostering a more predictable business environment (IMF, 2024).



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

	
	ARCHKCPI
	ARCHKRS
	ARCVNPI

	Mean growth rate (%)
	-6.2
	1.9
	3.5

	Standard deviation
	13.4
	1.5 
	1.8 

	Range (%)
	35.5
	3.8 
	5.0

	Maximum (%)
	12.4
	2.9 
	5.2

	Minimum (%)
	-22.5
	-0.9 
	0.2



The post-2019 period reveals a stark divergence in macroeconomic trends between Hong Kong and Vietnam. Hong Kong’s retail sales (ARCHKRS) experienced a mean annual contraction of -6.2% with extreme volatility (standard deviation: 13.4%), reflecting unprecedented challenges such as the 2019 protests (-13.0%), COVID-19 lockdowns (-22.5% in 2020), and sluggish post-pandemic recovery (-13.9% in 2024). The wide range of 35.5% (from -22.5% to +12.4%) underscores the retail sector’s vulnerability to external shocks, including geopolitical tensions and reduced tourist inflows, which overshadowed domestic inflation dynamics. In contrast, Hong Kong’s consumer inflation (ARCHKCPI) remained remarkably stable, with a mean of 1.9% and a narrow range of 3.8% (-0.9% to +2.9%), demonstrating the resilience of its currency peg in maintaining price stability despite retail turbulence (Hong Kong Census and Statistics Department, 2024; International Monetary Fund, 2024).

Vietnam’s consumer inflation (ARCVNPI), however, tells a story of moderation and control. With a mean of 3.5% and a low standard deviation of 1.8%, Vietnam’s inflation stabilized post-2019, even amid global supply chain disruptions. The narrow range of 5.0% (0.2% in 2020 to 5.2% in 2019) highlights the effectiveness of the State Bank of Vietnam’s monetary interventions, such as interest rate adjustments and foreign exchange management, in curbing volatility. Notably, Vietnam’s inflation remained subdued during the pandemic (0.2% in 2020) and rebounded modestly (3.8% in 2024), reflecting balanced demand-side growth and prudent fiscal policies (Hong Kong Census and Statistics Department, 2024; International Monetary Fund, 2024).

Regarding Retail-Volatility-Inflation Disconnect in Hong Kong, the extreme retail volatility (-6.2% mean, SD=13.4%) contrasts sharply with stable inflation (1.9% mean, SD=1.5%), confirming that non-inflationary factors—such as tourism collapse and social unrest—drove retail performance. For example, despite deflation (-0.9% in 2020), retail sales plunged by -22.5%, illustrating how external crises can override price dynamics. Regarding the Vietnam’s Inflation Management: Vietnam’s ability to stabilize inflation (SD=1.8%) despite global shocks positions it as a reliable sourcing hub. The government’s proactive measures, including subsidizing fuel prices and diversifying agricultural exports, helped mitigate inflationary pressures (World Bank, 2024). Regarding the strategic opportunity for company A, Vietnam’s stable inflation and lower production costs (e.g., labor, raw materials) offer company A a hedge against Hong Kong’s retail volatility. For instance, importing Vietnamese textiles or household goods could reduce input costs by 15–20%, offsetting margin pressures from Hong Kong’s stagnant sales (Vietnam Chamber of Commerce, 2024).


3.3 Summary of finding
This study provides a comprehensive analysis of consumer inflation and retail sales in Hong Kong and Vietnam, spanning 2006 to 2024. The research indicates that Hong Kong's retail sector is significantly influenced by external shocks, more so than by domestic inflation. This is evident in the high volatility of retail sales despite relatively stable inflation rates. Events such as the 2019 protests and the COVID-19 pandemic have had profound negative impacts on Hong Kong's retail performance, underscoring its sensitivity to external factors like tourism and global economic conditions. In contrast, Vietnam's economy exhibits a more dynamic inflationary environment, with inflation rates showing higher volatility, especially before 2012. However, post-2012, reforms have stabilized inflation, reflecting improved monetary management. This stability supports consistent consumer spending growth, making Vietnam an attractive market for businesses. The data suggests that while Hong Kong's currency peg to the USD ensures exchange rate stability, it also limits the flexibility to manage inflation independently, making the retail sector more susceptible to global disruptions.

The analysis reveals a decoupling of retail and inflation in Hong Kong, where retail sales are driven by factors other than inflation, such as tourism and political climate. This is further supported by the contrasting behaviors of the economies, suggesting that Vietnam's economic growth is potentially uncorrelated with retail sales fluctuations, offering diversification investment strategies. The long-term trends highlight the importance of monetary policy flexibility, as seen in Vietnam, versus exchange rate stability, as seen in Hong Kong, in shaping economic resilience.







4   Conclusion and recommendations 

4.1	Conclusion
Overall, the study underscores the importance of diversifying supply chains and adopting dynamic pricing strategies to navigate the divergent macroeconomic landscapes of Hong Kong and Vietnam. Vietnam’s stable inflation and managed economy, alongside its evolving economic landscape as an emerging market, present a compelling case for strategic investment and diversification, particularly for retailers seeking to mitigate risks associated with Hong Kong’s more volatile retail environment. This offers strategic implications for companies like company A.

5.2	Recommendations
To enhance company A Hong Kong's profitability, a strategic pivot towards Vietnamese products is recommended, capitalizing on Vietnam's manufacturing strengths and economic stability. This involves leveraging Vietnam's emergence as a leading alternative to China in low-cost manufacturing, especially in sectors like textiles and handicrafts (Vietnam Chamber of Commerce and Industry, 2024). By sourcing apparel, silk products, and bamboo goods directly from Vietnamese suppliers, company A can reduce procurement costs by an estimated 15–20% compared to European or Chinese alternatives. (Hong Kong Trade Development Council, 2023). Furthermore, introducing a curated "Vietnam Heritage" product line that features globally renowned Vietnamese exports such as robusta coffee, lacquerware, and ceramics can differentiate company A’s offerings and attract consumers interested in sustainability and unique cultural products (Vietnam Trade Promotion Agency, 2024). Partnering with established Vietnamese companies like Viet Tien Garment Corporation, Vietnam’s largest textile exporter, can ensure a reliable supply of affordable, high-quality apparel, enabling company A to offer competitive pricing while maintaining healthy profit margins (Ministry of Industry and Trade, Vietnam, 2023).

To effectively manage pricing in a dynamic economic environment, company A should implement dynamic, inflation-adjusted pricing models that leverage real-time data. Employing AI-driven pricing tools to monitor Vietnam’s inflation rates and Hong Kong’s retail demand can facilitate strategic adjustments to pricing strategies (International Monetary Fund, 2024). During periods of low inflation in Vietnam, locking in bulk contracts with suppliers can secure lower rates and allow company A to pass savings on to consumers through limited-time discounts. Premium pricing can be applied to Vietnamese handicrafts, such as bamboo furniture and conical hats, by marketing them as eco-friendly alternatives, which can justify a 20–30% markup (United Nations Environment Programme, 2022). This pricing approach takes advantage of Vietnam’s weak correlation with Hong Kong’s retail sales (r=0.15 post-2019), which allows company A to decouple pricing strategies from domestic inflationary pressures (Hong Kong Census and Statistics Department, 2024).

Diversifying supply chains is also crucial for mitigating geopolitical and economic risks. While Vietnam presents a primary sourcing hub, company A should adopt a multi-sourcing strategy by expanding partnerships to include other ASEAN countries such as Cambodia for textiles and Thailand for food products, thereby avoiding over-reliance on a single market (Association of Southeast Asian Nations, 2023). To manage inventory effectively, localizing the storage of Vietnamese products in Hong Kong warehouses during stable inflation periods can hedge against sudden price surges (State Bank of Vietnam, 2024). Such diversification is critical considering Vietnam’s post-2019 inflation stability and Free Trade Agreements, which lower tariff barriers, but also ensure resilience against regional supply chain disruptions (European Union, 2020).

Furthermore, enhancing consumer education and branding through storytelling campaigns can significantly boost the appeal of Vietnamese products. Creating dedicated "Vietnam Zones" within company A stores, complete with interactive displays showcasing the origins of Vietnamese goods, can provide consumers with insights into the cultural heritage and production processes behind these products (Ministry of Culture, Sports and Tourism, Vietnam, 2023). Digital marketing initiatives, such as partnering with Vietnamese influencers to highlight company A’s ethical sourcing practices, can reinforce consumer confidence and promote the value proposition of Vietnamese products (Nielsen Vietnam, 2024).

Finally, company A should hedge against currency and inflation risks by utilizing various financial instruments. Locking in exchange rates for VND-HKD transactions through forward contracts during periods of Vietnamese inflation stability can mitigate losses from unexpected VND depreciations (State Bank of Vietnam, 2024). Additionally, hedging against price fluctuations in key Vietnamese exports, such as coffee and rice, through commodity futures can provide a buffer against market volatility. By strategically integrating Vietnamese imports into its supply chain and managing financial risks effectively, company A can offset Hong Kong’s retail volatility and tap into growing consumer demand for ethically sourced and culturally rich products, thereby ensuring long-term profitability and market competitiveness (Hong Kong Trade Development Council, 2023). 

References

Association of Southeast Asian Nations. (2023). ASEAN Trade in Goods Agreement (ATIGA). Jakarta. https://asean.org/asean-economic-community/asean-trade-in-goods-agreement-atiga/

European Union. (2020). EU-Vietnam Free Trade Agreement: A new chapter in trade relations. Brussels: European Commission. https://policy.trade.ec.europa.eu/eu-trade-relationships/countries-and-regions/vietnam_en

Hong Kong Census and Statistics Department. (2024). Retail Sales Statistics. Retrieved from https://www.censtatd.gov.hk/en/statistics/statistical_subject/trade/retail_trade

Hong Kong Census and Statistics Department. (2024). Consumer Price Index. Retrieved from https://www.censtatd.gov.hk/en/statistics/statistical_subject/prices/consumer_price

Hong Kong Trade Development Council. (2023). Vietnam: Market Profile. Retrieved from https://research.hktdc.com/en/market-profiles/vietnam

International Monetary Fund. (2024). World Economic Outlook Database. Retrieved from https://www.imf.org/en/data

Ministry of Culture, Sports and Tourism, Vietnam. (2023). Overview of Culture and Tourism. Retrieved from https://en.mocst.gov.vn/

Ministry of Industry and Trade, Vietnam. (2023). Vietnam's Import-Export Situation. Retrieved from https://moit.gov.vn/en/

Nielsen Vietnam. (2024). The Future of Retail in Vietnam. Retrieved from https://nielseniq.com/global/en/insights/analysis/2024/the-future-of-retail-in-vietnam/

PwC. (2024). Hong Kong Retail Outlook 2024. Retrieved from https://www.pwchk.com

State Bank of Vietnam. (2024). Key interest rates. Retrieved from https://www.sbv.gov.vn/en/

Trading Economics. (2025). Hong Kong Retail Sales YoY. Retrieved from https://tradingeconomics.com/hong-kong/retail-sales-annual

United Nations Environment Programme. (2022). Sustainable Consumption and Production. Retrieved from https://www.unep.org/explore-topics/resource-efficiency/what-we-do/sustainable-consumption-and-production

Vietnam Chamber of Commerce and Industry. (2024). Business Directory. Retrieved from https://en.vcci.com.vn/

Vietnam Retailers Association. (2022). Vietnam Retail Market Report. Retrieved from https://www.vnra.org.vn/

Vietnam Trade Promotion Agency. (2024). Trade Promotion Programs. Retrieved from https://vietrade.gov.vn/

World Bank. (2023). The World Bank in Vietnam. Retrieved from https://www.worldbank.org/en/country/vietnam/overview

2006-2024 HKVRS/HKCPI vs VN CPI

Year	0	0	0	0	0	0	0	0	0	0	0	0	0	0	0	0	0	0	0	2024	HPVRS	21072	22770	25654	27856	28197	32835	39938	43811	51586	52273	50123	47011	48617	53257	46353	35939	34752	31294	35176	30302	APCHKVRS	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	-13.856038207869004	APCHKCCPI	1.4	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	2.2999999999999998	APVNCCPI	8.8000000000000007	6.8	12.7	20.100000000000001	6.4	11.8	18.100000000000001	6.8	6	1.9	0.6	4.7	2.6	3	5.2	0.2	1.8	4.5	3.6	3.8	



image2.emf
——APCHKVRS —— APCHKCCPI

12

——APVNCCPI

14

16

18

25.0

20.0

15.0

10.0

5.0

0.0

-5.0

-10.0

-15.0

-20.0

=25.0

20










image1.png
Prifysgol Cymru
‘ Y Drindod Dewi Sant

Y University of Wales
Trinity Saint David




