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[bookmark: _Toc192522718]Synopsis 
This report examines how global price changes impact domestic retailing markets through a comparative analysis of consumer inflation patterns and retail sales in Hong Kong and Taiwan, aiming to identify investment opportunities for AB Stores (Hong Kong) Co Ltd to expand globally. The study employs correlation and trend analyses using statistical data from 2006 to 2023 to explore relationships between inflation and retail sales, focusing on the electronic device section. Findings reveal a volatile retail sales pattern in Hong Kong with a moderate inflation correlation, contrasted with Taiwan's stability, suggesting cautious expansion strategies by leveraging Taiwan's consistent market trends.
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[bookmark: _Toc192522719]1.0   Introduction 
This report investigates the effects of global price changes on domestic retailing markets by comparing consumer inflation patterns and retail sales in Hong Kong and Taiwan to uncover investment opportunities for AB Stores (Hong Kong) Co Ltd to enhance its global business footprint. The study focuses on the electronic device section, a key retail segment sensitive to global supply chain costs and consumer demand shifts. The objectives are to (1) establish an empirical link between inflation and retail sales in Hong Kong, (2) compare these dynamics with Taiwan, and (3) provide strategic insights for AB's global expansion. 
AB Stores Co. Ltd. is a company in Hong Kong that has been trading on the Hong Kong Stock Exchange since 1994 (Hong Kong Census and Statistics Department, 2024). The company comprises diverse retail operations of supermarkets and professional sales floors (AB Stores (Hong Kong) Co. Ltd., 2023). A recent growing consumer interest in technology has increased the company's emphasis on electronic devices (HKTDC, 2023). However, retail sales have declined more recently due to a change in consumption patterns and competition across the border (HKTDC, 2023).
This report aims to solve these issues by studying market trends across the border to expand to more stable markets, with Taiwan being a potential target. This research method involves a deep analytical approach of data from 2006 to 2023 of retail prices and consumer price indices (CPI) from credible sources like Hong Kong's Census and Statistics Department and Taiwan's statistical agencies. Market report data was used to provide additional insights. Tools such as correlation analysis and time series plots have provided important patterns to identify patterns that provide a robust empirical framework. 
Section 2 of this report will provide some theoretical background that drove this analytical study, detailing the current market trends in a theoretical sense. Section 3 will detail the data analysis and comparative assessment to produce findings. In contrast, the last section will highlight the study's conclusions and recommendations to guide AB Stores Co. Ltd in the following steps.
This study tests two hypotheses: (1) a significant relationship exists between consumer inflation and retail sales in Hong Kong, reflecting the influence of global price fluctuations on domestic consumption, and (2) Taiwan's market stability, characterized by consistent inflation and demand, offers a contrasting model for AB's expansion, aligning with economic principles of resilience and demand consistency. These hypotheses guide the analysis and recommendations for navigating Hong Kong's volatility and leveraging Taiwan's potential.










[bookmark: _Toc192522720]
2.0   Research Background 
The study examines the influence of global price fluctuations on domestic markets through a comparative analysis of Hong Kong and Taiwan. Consumer inflation data and retail processes provide the foundation for this investigation. Taiwan stands out due to its relative market stability and diverse retail sector. Similarities with Hong Kong emerge, although differences in market dynamics prove more striking, particularly in the scale and resilience of Taiwan's retail framework. Taiwan's market dynamics are characterized by a robust technology sector driven by its position as a global hub for semiconductor manufacturing, which supports stable demand for electronic devices. Additionally, Taiwan has maintained relatively low inflation rates, averaging around 1.5–2% annually from 2006 to 2023, and consistent consumer purchasing power, making it an attractive market for retail expansion (Bau et al. 2015). These qualities establish Taiwan as a significant economic center in Asia alongside Hong Kong. The insights gained from this analysis aim to lay the groundwork for potential global expansion by AB Stores Co Ltd. Market instability in Hong Kong, driven by retail sector turbulence, has prompted locally operating companies to explore opportunities in other Asian regions. Taiwan, which is recognized for its sustained growth and resilience amid global uncertainties, is considered an appealing destination for such expansion efforts. With this context established, economic trends are analyzed to provide AB with critical information regarding opportunities in Taiwan, particularly within the electronic devices segment, which remains highly responsive to global price changes and shifts in consumer purchasing behavior.


[bookmark: _Toc192522721]2.1 Theoretical Basis
The Consumer Price Index is a measure that informs of changes in the prices of goods and services (Fernando, 2023). On a global scale, this index is affected by factors such as an increase in the cost of raw materials and the price of energy. These changes translate to a shift in domestic purchasing power and the overall demand for these goods and services. Economic theory suggests that inflation, unless countered by increased wages, reduces consumers' purchasing power, making them minimize their spending on discretionary items such as electronics (Mankiw, 2020, p. 142). The threat of persistent inflation in the retail sector compels businesses to focus on initiatives that not only streamline operations but also motivate consumers to spend (Alldredge et al., 2022). Further, as illustrated by Kumar et al. (2023, p. 1491), retailers can leverage demand during inflation through pricing and promotional efforts. 
Retail sales show the average revenue growth from consumer goods purchases, indicating market vitality. Market vitality is generally affected by fluctuations in local and global market conditions. For AB's electronic device section, the sales of semiconductor commodities are always affected by the global demand for products such as smartphones and laptops, which use these inputs. Another essential factor is the currency exchange rates, which amplify global market fluctuations. A stronger Hong Kong dollar (pegged to the U.S. dollar) can increase import costs for tech components sourced globally.
Economic literature suggests that moderate inflation can stimulate spending by encouraging purchases before prices rise further, yet persistent or volatile inflation may deter consumption, particularly for high-value electronics (IMF, 2021). Retail sales volatility often mirrors disruptions in global supply chains—evident during the 2020–2021 semiconductor shortage, which constrained electronics availability and drove up costs (IMF, 2021). These variables are selected to assess AB's performance because they encapsulate the interplay between price pressures and consumer behavior, which is critical for a retailer navigating a competitive, tech-driven market. By analyzing inflation and sales, this study tests the hypothesis that a significant relationship exists between these factors in Hong Kong. At the same time, Taiwan's stability offers a contrasting model for potential expansion, aligning with market resilience and demand consistency economic principles.
[bookmark: _Toc192522722][bookmark: _Hlk155988336]2.2 Current Performance of Consumer Inflation and Retail Sales in Hong Kong and Taiwan
Hong Kong's retail sector has faced significant turbulence, with total sales dropping from HK$532.57 million in 2018 to HK$351.76 million in 2023, reflecting a 13.0% decline in 2019 due to widespread protests that disrupted tourism and local shopping, followed by a 22.5% plunge in 2020 from the COVID-19 pandemic's impact on physical retail and border closures. Inflation has remained moderate, averaging 2–3% annually over 2006–2023, though 2020 saw a deflationary -0.9% as demand collapsed. Reports highlight shifting consumer habits—tourists now prioritize experiences like dining over goods, and residents increasingly favor Shenzhen's cheaper electronics due to lower taxes and a weaker yuan—impacting AB's sales, particularly in its electronic device section (HKTDC, 2023).
Taiwan, conversely, boasts a steadier retail market, with electronics sales inferred to be growing due to robust consumer demand for gadgets and home appliances, bolstered by its role as a global tech manufacturing hub producing over 60% of the world's semiconductors (TSMC, 2023). Inflation has remained stable, ranging between 0.2% and 2.5% over the past decade, with an average of 1.4% from 2006 to 2023, though it rose to 2.9% in 2022 amid global price pressures before settling at 2.5% in 2023 (Table 1). This stability contrasts sharply with Hong Kong's volatility, reflecting Taiwan's ability to absorb external shocks without significant consumer impact. Reports from the Directorate-General of Budget, Accounting and Statistics (2023) note a consistent rise in household electronics purchases, driven by tech innovation and moderate income growth, offering a more reliable market for retailers like AB.
These trends reinforce the study's hypotheses: (1) a significant relationship exists between Hong Kong's inflation and retail sales, as moderate price rises historically support sales growth (e.g., pre-2019), though recent demand-side shocks dominate, and (2) Taiwan's stability and weaker inflation-sales linkage offer expansion potential, providing AB a buffer against Hong Kong's uncertainties while leveraging Taiwan's tech-savvy consumer base.
[bookmark: _Toc192522723]2.3 Dataset
[bookmark: _Hlk156035012]This study analyzes Hong Kong's retail sector using two primary variables: retail sales values (HKVRS), measured as the total annual revenue from consumer goods purchases in Hong Kong dollars (HK$ million), and consumer inflation, represented by the annual percentage change in the Consumer Price Index (APCHKCPI). Both variables are tracked annually from 2006 to 2023, sourced from the Hong Kong Census and Statistics Department (2024) for retail sales and CPI data, supplemented by market insights from the Hong Kong Trade Development Council (HKTDC, 2023).
Hong Kong's retail sector has faced significant turbulence over the past decade, with total sales values dropping from HK$532.57 million in 2018 to HK$351.76 million in 2023, according to data from the Census and Statistics Department (2024). This decline reflects a series of economic and social shocks, including a 13.0% drop in 2019 (to HK$46,353 million) amid widespread protests that disrupted tourism and local shopping, followed by a staggering 22.5% plunge in 2020 (to HK$35,939 million) due to the COVID-19 pandemic's impact on physical retail and border closures. Despite a partial recovery of 12.4% in 2023, sales remain well below pre-2019 levels, signaling a structural shift. Consumer inflation has remained relatively moderate, averaging 2–3% annually over 2006–2023, peaking at 5.7% in 2011 during global commodity price hikes and dipping to a deflationary -0.9% in 2020 as demand collapsed (Table 1). Market reports highlight evolving consumer habits as a key driver: tourists, once a retail mainstay, now prioritize experiences like dining over goods, while residents increasingly shop in Shenzhen, where electronics are cheaper due to lower taxes and a weaker yuan (HKTDC, 2023). For AB, these trends translate to reduced footfall and sales pressure in its electronic device section, compounded by competition from e-commerce platforms offering discounted tech products.
Taiwan, by contrast, presents a steadier retail landscape bolstered by its position as a global tech manufacturing hub and a stable domestic economy. While exact retail sales data for Taiwan's electronics sector are not provided here, proxy indicators suggest consistent growth, driven by strong consumer demand for gadgets and home appliances, supported by Taiwan's role in producing over 60% of the world's semiconductors (TSMC, 2023). Inflation has remained stable, ranging between 0.2% and 2.5% annually over the past decade, with a mean of 1.4% and low volatility (standard deviation 0.9) from 2006 to 2023 (Table 4). This stability reflects Taiwan's ability to absorb global price shocks, such as oil price spikes or supply chain disruptions, without significant consumer impact. Unlike Hong Kong, Taiwan's retail market benefits from a balanced mix of domestic consumption and export-driven growth, reducing reliance on volatile tourist spending. Reports from the Directorate-General of Budget, Accounting and Statistics (2023) note a steady rise in household electronics purchases, fueled by tech innovation and moderate income growth, contrasting sharply with Hong Kong's decline.
These trends reinforce the study's hypotheses. First, Hong Kong's retail sales and inflation exhibit a significant relationship, as moderate price rises historically correlate with sales growth (e.g., 2011). However, recent volatility suggests that demand-side factors now dominate—a pattern AB must navigate. Secondly, Taiwan's stable inflation and the resulting consistency in its retail environment present a promising opportunity for expansion, serving as a counterbalance to the uncertainties affecting Hong Kong. Taiwan's dependable market conditions could underpin steady sales for AB Stores Co Ltd.'s electronic device segment, capitalizing on the island's tech-savvy consumers and its ability to weather global price shifts.
Table 1: Annual Percent Change (%) In Value Of Retail Sales In Hong Kong And Consumer Inflation In Hong Kong And Taiwan: 2006 To 2023
	Year
	Hong Kong
	Taiwan

	
	HKVRS (HK$ Million)
	APCHKVRS
	APCHKCPI
	APCTWCPI

	2006
	22770
	8.1
	2.2
	0.6

	2007
	25654
	12.7
	3.8
	1.8

	2008
	27856
	8.6
	2.1
	-0.7

	2009
	28197
	1.2
	1.5
	-0.9

	2010
	32835
	16.4
	3.0
	1.0

	2011
	39938
	21.6
	5.7
	1.4

	2012
	43811
	9.7
	3.6
	1.9

	2013
	51586
	17.7
	4.3
	0.8

	2014
	52273
	1.3
	4.9
	1.2

	2015
	50123
	-4.1
	2.3
	-0.3

	2016
	47011
	-6.2
	1.2
	1.4

	2017
	48617
	3.4
	1.7
	0.6

	2018
	53257
	9.5
	2.5
	1.4

	2019
	46353
	-13.0
	2.9
	0.6

	2020
	35939
	-22.5
	-0.9
	-0.2

	2021
	34752
	-3.3
	2.4
	2.0

	2022
	31294
	-10.0
	2.0
	2.9

	2023
	35176
	12.4
	2.3
	2.5

	Sources
Hong Kong retail sales: https://www.censtatd.gov.hk/en/web_table.html?id=620-67012
Hong Kong and Taiwan CPI: National Statistics, Republic of China (Taiwan), Trading Economics, and IMF estimates for 2025
Notes: Inflation rate, end-of-period consumer prices (Annual percent change)



Retail sales and inflation trends in Hong Kong, as detailed in Table 1, reflect a dynamic and volatile market that reacts strongly to external disruptions, offering critical insights for AB Stores Co Ltd.'s strategic planning. The data reveals pronounced swings in retail sales values over the period from 2006 to 2023. For example, a remarkable increase of 21.6% occurred in 2011, likely tied to a surge in global demand for electronics during a technology-driven boom. This contrasts sharply with a steep 22.5% drop in 2020, triggered by the COVID-19 pandemic's devastating effects on tourism and brick-and-mortar retail. Additional fluctuations include a 12.7% rise in 2007, possibly fueled by economic recovery momentum, juxtaposed against a 13.0% decline in 2019, influenced by social unrest. These shifts highlight the market's vulnerability to both global and local forces.
Consumer inflation in Hong Kong also shows notable variation, typically averaging between 2% and 3%, with occasional extremes that further illustrate the region's economic sensitivity. The spike to 5.7% in 2011 occurred with heightened demand alongside new sales, indicating that increased pricing does boost sales when the market demand is high. On the other end of the spectrum, a negative deflation sitting at -0.9% was seen in 2020, highlighting the diminishing consumer purchasing power that coincided with reduced consumption. Taiwan's inflation has remained relatively stable, averaging 1.4%, with notable lows of -0.9% in 2009 and a high of 2.9% in 2022. The electronics retail market in Hong Kong is highly volatile, showing dramatic changes that highlight potential risks. Taiwan serves as the more stable economy, which works positively for AB's expansion strategy to balance market volatility.


[bookmark: _Toc192522724]3.0 Analysis and Discussion
[bookmark: _Hlk187242621]This segment looks into the connection between consumer inflation and retail sales in Hong Kong and Taiwan during the period of 2006 to 2023. The objectives of the study are clearly presented through scrutiny of data patterns and comparisons. The analysis begins with a closer look at Hong Kong's retail sales and inflation indicators, which have seen sharp increases and declines due to both internal and external factors. Following that, a comparison is made using a correlation check between the two regions to find out the inflation-sales relationship, after which trends in similarities and contrasts between the two regions are examined. The discussion proceeds with a conclusion of the analysis that encompasses the most relevant market features that align with AB's strategic objectives.
Retail sales in Hong Kong are rather volatile, showing a moderate correlation with inflation, but looking at the patterns, they seem to respond significantly to global events. On the other hand, Taiwan has a broad, stable outlook with weaker inflation-sales linkage, implying that its retail sector is more resilient. These results meet the main objective of the study and serve to inform AB's consideration of expanding its electronic division to Taiwan because of its market stability compared to the erratic and unpredictable nature of Hong Kong's economy.
[bookmark: _Toc192522725]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 2023
	[image: ]

	Sources: Computed from the dataset listed in Table 1



From 2006 to 2018, Hong Kong's retail sales values (HKVRS) grew steadily from HK$22,770 million to a peak of HK$53,257 million, reflecting robust consumer spending driven by tourism and economic prosperity. The annual percent change (APCHKVRS) highlights significant growth spurts, such as 21.6% in 2011, likely fueled by demand for electronics amid global tech booms (e.g., smartphones, tablets). However, this upward trajectory reversed sharply post-2018, with a 13.0% drop in 2019 (HK$46,353 million) due to social unrest, followed by a 22.5% plunge in 2020 (HK$35,939 million) amid the COVID-19 pandemic. Recovery began in 2023 (12.4% growth to HK$35,176 million), though values remain below pre-2019 levels. Consumer inflation (APCHKCPI) remained relatively stable, averaging 2–3% annually, with a notable peak of 5.7% in 2011 and a rare deflationary dip to -0.9% in 2020.
The Electronics division of AB has demonstrated a profound reaction to external economic and social factors above and beyond the scope of the retail industry. In 2011, retail sales in Hong Kong increased significantly, which coincided with a phase of high inflation. It is possible that the increased costs of production were transferred to the consumers, which in turn boosted nominal sales figures for that year. In comparison, 2020 saw a drastic reduction in sales, especially during a period of deflation. This decline was likely driven by reduced demand stemming from regional lockdowns and a significant drop in tourism. AB Stores' sales records in Hong Kong's electronics sector justify this trend. In the mid-2010s, AB Stores registered peak revenue, a factor that was driven by strong sales of tech gadgets and household appliances. However, this challenge was short-lived due to the high competition that was occasioned by the growth of online shopping and the availability of less costly deals in Shenzhen. Post-2020, several factors drove prices higher, including supply chain disruptions and semiconductor shortages. Consequences included strained operations and reduced profit margins. Such problems highlight the volatility of the Hong Kong retail sector and its unsuitability for AB Stores. 
[bookmark: _Toc192522726]3.2 Comparative Analysis 
This section is concerned with evaluating the relationship between inflation and retail sales in Hong Kong and Taiwan. Besides testing the study's hypothesis, the outcomes will be essential in determining the potential successes of AB Store's expansion into Taiwan. The first part of the subtopic is concerned with correlation analysis, discussed under section 3.2.1, which looks at the connections between consumer inflation and retail sales for both regions. Section 3.2.2 captures the trend analysis, covering the period from 2006 to 2023. The trends analysis depicts how both regions' fluctuation and price dynamics have fared over the years, providing implications for fluctuations and consistency. 
[bookmark: _Toc192522727]3.2.1 Correlation Analysis
This subsection evaluates the interplay between inflation and retail sales in Hong Kong and Taiwan to test the study's hypotheses and uncover strategic insights for AB's expansion. It is divided into two segments: a correlation analysis, presented in section 3.2.1, which measures the statistical connections between consumer inflation and retail sales in both regions, and a trend analysis, detailed in section 3.2.2, which explores the patterns in these markets from 2006 to 2023, revealing Hong Kong's fluctuations in contrast to Taiwan's relative consistency.
[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 Taiwan: 2006 To 2023
	[image: ]

	Sources: Calculated from the dataset listed in Table 1



[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 China: 2006 to 2023

	
	APCHKCPI
	APCCCPI
	APCHKRS

	ARCHKCPI
	1.00 
	0.42
	0.36

	ARCXXCPI
	0.42
	1.00 
	0.18

	ARCHKRS
	0.36 
	0.18
	1.00 



Hong Kong's retail sales show a moderate positive correlation (0.36) with inflation, indicating price rises partially drive sales, possibly via cost-pass-through in electronics. Taiwan's lower correlation (0.18) suggests a weaker link, reflecting stable demand less influenced by price changes. Both markets align with inflationary trends globally, but Hong Kong's volatility contrasts Taiwan's consistency, impacting AB's pricing strategy.
Table 3: The Pearson Correlation Matrix of Annual Percent Change (%) In Retail Sales Values in Hong Kong, Consumer Inflation Rates In Hong Kong and Taiwan: 2019 to 2023
	
	APCHKCPI
	APCCCPI
	APCHKRS

	ARCHKCPI
	1.00 
	0.38
	-0.37

	ARCXXCPI
	0.38
	1.00 
	-0.12

	ARCHKRS
	-0.37 
	-0.12
	1.00 



From 2006 to 2023, Hong Kong's retail sales (APCHKVRS) show a moderate positive correlation (0.36) with its inflation (APCHKCPI), suggesting that rising prices partially drive sales growth, possibly as retailers like AB pass on global cost increases (e.g., electronics components) to consumers. Taiwan's inflation (APCTWCPI) exhibits a weaker correlation (0.18) with Hong Kong's sales, indicating minimal regional price spillovers and a more independent retail dynamic. The 0.42 correlation between APCHKCPI and APCTWCPI reflects some synchronized inflationary pressures, likely from shared global inputs like tech goods.
According to data from 2019 to 2023, a turbulent period, Hong Kong inflation-sales correlation flips to -0.37, indicating that sales declines (e.g., 22.5% decline in 2020) outpaced inflation's moderating effect (-0.9%), driven by demand shocks rather than price alone. Taiwan's inflation exhibits a minimal correlation, at -0.12, with Hong Kong's retail sales, indicating only a faint connection between the two. This suggests that Taiwan's relatively stable economic environment functions largely independently of the sharper fluctuations seen in Hong Kong. On a broader level, global inflation driven by changing commodity prices has a clear impact on both markets. However, Hong Kong's retail sales tend to vary widely and erratically compared to Taiwan, which maintains a consistent trajectory. This contrast holds significant implications for AB Stores Co Ltd., particularly as it navigates pricing strategies and inventory decisions for its electronics product range.
[bookmark: _Toc192522728]3.2.2 Similarities and Differences in Patterns and Trends
This subsection explores the primary trends and patterns in consumer inflation and retail sales across Hong Kong and Taiwan from 2006 to 2023. By examining summary statistics, we can gain insight into the underlying market forces shaping these economies. Trends reveal the overarching direction of change over this period, while patterns highlight recurring characteristics within the data. Together, these elements shed light on how global price shifts influence local retail outcomes. Key metrics such as average growth rates, standard deviations, and ranges underscore notable differences in volatility and stability between the two regions.
These figures prove useful for AB Stores, Hong Kong, Co Ltd., especially in its electronics division. Hong Kong often bends under outside pressures, but Taiwan holds firm with steady resilience. That distinction sets up a clear case for weighing expansion into a more reliable market, even as global uncertainties swirl.
Table 4: Major Summary Statistics of Annual Percent Change (%) In Retail Sales Values in Hong Kong, Consumer Inflation Rates In Hong Kong and Taiwan: 2019 To 2023
	Summary statistics
	Hong Kong
	
	Taiwan

	
	APCHKVRS
	APCHKCPI
	APCTWCPI

	Mean growth rate (%)
	3.5
	2.6
	1.4

	Standard deviation
	11.7
	1.5
	0.9

	Range (%)
	44.1
	6.6
	3.6

	Maximum (%)
	21.6
	5.7
	2.9

	Minimum (%)
	-22.5
	-0.9
	-0.9



Table 5: Major Summary Statistics of Annual Percent Change (%) In Retail Sales Values in Hong Kong, Consumer Inflation Rates In Hong Kong and In Taiwan: 2019 To 2023
	Summary statistics
	Hong Kong
	
	Taiwan

	
	APCHKVRS
	APCHKCPI
	APCTWCPI

	Mean growth rate (%)
	-7.3
	1.7
	1.5

	Standard deviation
	13.0
	1.5
	1.2

	Range (%)
	34.9
	3.8
	2.7

	Maximum (%)
	12.4
	2.9
	2.9

	Minimum (%)
	-22.5
	-0.9
	0.6



Between 2006 and 2023, Hong Kong's retail sales growth, detailed in Table 4, averaged 3.5%, outpacing the consumer inflation average of 2.6%. This gap suggests that nominal sales climbed faster than prices over those years, possibly tied to spells of strong consumer interest. Even so, a standard deviation of 11.7 reveals big swings in the yearly percent shifts of retail sales values, APCHKVRS. The range stretches from a low of 22.5% below zero in 2020 to a high of 21.6% in 2011, covering a full spread of 44.1%. Such broad ups and downs mark a market that jolts between sharp peaks and steep drops. For instance, the 2011 peak aligns with a global tech surge, where demand for electronic devices like smartphones and tablets likely boosted AB's sales in this category, as evidenced by the HK$39,938 million sales value that year (Table 1). Conversely, the 22.5% drop in 2020, reducing sales to HK$35,939 million, reflects the severe impact of the COVID-19 pandemic, which curtailed tourism and in-store shopping—key drivers for AB's electronics stability. Volatility like this creates a tough hurdle for AB Stores Co Ltd. when it comes to holding inventory and pricing steady in the electronics segment. Sharp sales jump demand fast supply chain tweaks, while big dips leave excess stock piling up as a real risk.
Table 4 depicts Taiwan's average consumer inflation at 1.4%, which falls within the -0.9% and 2.9% range, with a standard deviation of only 0.9. The statistics paint a positive picture, highlighting steadiness and economically resilient conditions in Taiwan. A significant aspect to consider is that the price shifts appear to be predictable and under control, an economic factor that should attract any investor willing to enter the market segment. In contrast, Hong Kong's inflation goes beyond 6.6%, with a standard deviation of 1.5%. As such, this demonstrates that global price changes are more likely to cause sharp fluctuations in demand. Based on the comparison, it is evident that Taiwan is a much better destination for the electronics segment, an industry that thrives in consistent demand and solid supply lines. 
[bookmark: _Toc192522729]3.3 Summary of Findings
The intricate relationship between global price fluctuations, as indicated by consumer inflation, and domestic retail sales in Hong Kong and Taiwan over the period from 2006 to 2023 has been elucidated through this analysis, offering substantial implications for the strategic planning of AB Stores (Hong Kong) Co Ltd., particularly within its electronic device segment. The findings directly address the research objectives, namely, establishing an empirical relationship between inflation and retail sales in Hong Kong, comparing these dynamics with Taiwan, and identifying investment opportunities for AB's global expansion.
The first key finding, derived from Section 3.1 and reinforced by the correlation analysis in Section 3.2.1, confirms a moderate positive relationship between Hong Kong's consumer inflation (APCHKCPI) and retail sales growth (APCHKVRS) over the entire period, with a Pearson correlation of 0.36 (Table 2). This suggests that rising prices, such as those driven by global tech component costs, partially fuel nominal sales increases, as seen in the 2011 peak of 21.6% growth (Table 1). However, this link weakens significantly in the 2019–2023 period, shifting to a negative correlation of -0.37 (Table 3), where severe sales declines (e.g., -22.5% in 2020) outpace inflation's moderating influence (-0.9% in 2020). This volatility, quantified by a standard deviation of 11.7 over 2006–2023 and 13.0 in 2019–2023 (Tables 4 and 5), reflects Hong Kong's vulnerability to external shocks—social unrest, the pandemic, and competition from Shenzhen—rather than a consistent price-driven trend. For AB's electronics, this indicates a market where global price pressures can amplify sales during booms but fail to shield against demand-side collapses, challenging operational stability.
Comparatively, Taiwan emerges as a stable counterpoint, fulfilling the second objective. Section 3.2.2 highlights its inflation, averaging 1.4% with a tight range of -0.9% to 2.9% and a standard deviation of 0.9 over 2006–2023 (Table 4), maintaining consistency at 1.5% and 1.2 in 2019–2023 (Table 5). Although direct retail sales data for Taiwan is not analyzed here, its inflation's weak correlation with Hong Kong's sales (0.18 in Table 2, -0.12 in Table 3) and low volatility suggest a resilient retail environment less prone to the dramatic swings observed in Hong Kong (range 44.1% vs. 3.6%). This stability aligns with economic theory, where moderate inflation supports steady consumer purchasing power, a critical factor for electronics demand. In Hong Kong, inflation and sales have a complex relationship that depends on the market conditions. During periods of market calmness, inflation, and sales are largely intertwined. However, the two variables drift apart during market turbulence. In Taiwan, the case is different, as witnessed by a weak connection between inflation and sales. In essence, this means that in Taiwan, local demand is a more powerful variable than the shifting prices. As such, based on this evaluation, Taiwan is a much better destination spot to host AB's expansion as it will shield it better from external shifts. 
[bookmark: _Toc192522730]4.0 Conclusion and Recommendations 
The section offers a broad summary and major takeaways from the detailed investigation into how global price changes affect the retail landscape in Hong Kong and Taiwan. The findings provide valuable insights into the market conditions of AB Stores (Hong Kong) Co Ltd. as it hopes to venture into the electronics division. Moreover, these findings establish a connection between consumer inflation and retail sales, using data from 2006 to 2023. Based on the empirical evaluation, Taiwan emerges as a top location for AB Store's expansion. At the same time, the recommendations offer practical strategies to leverage these insights, ensuring AB can adapt to Hong Kong's volatility and capitalize on regional growth prospects.
[bookmark: _Toc192522731]4.1	 Conclusion
This study has successfully addressed its objectives by examining how global price changes, manifested through consumer inflation, affect domestic retail markets in Hong Kong and Taiwan to identify expansion opportunities for AB Stores (Hong Kong) Co Ltd.'s electronic device section. The first objective—to establish an empirical relationship between consumer inflation and retail sales in Hong Kong—is met through the finding of a moderate positive correlation of 0.36 over 2006–2023 (Table 2), indicating that rising prices, such as those for tech components, partially drive nominal sales growth, as seen in the 21.6% surge in 2011 (Table 1). However, this relationship weakens to a negative -0.37 in 2019–2023 (Table 3), where sales declines like the -22.5% drop in 2020 outstrip inflation's influence (-0.9%), reflecting demand-side disruptions from protests, the pandemic, and cross-border competition. This volatility, with a standard deviation of 11.7 (Table 4), underscores Hong Kong's susceptibility to external shocks, posing risks to AB's electronics stability.
The second objective—comparing these dynamics with Taiwan—reveals a stark contrast. Taiwan's inflation averages a stable 1.4% with a tight range of -0.9% to 2.9% and a standard deviation of 0.9 over 2006–2023 (Table 4), holding steady at 1.5% in 2019–2023 (Table 5). This consistency, coupled with a weak correlation to Hong Kong's sales (0.18, Table 2), suggests a resilient market less affected by global volatility, supporting economic theories that moderate inflation sustains consumer demand—a key factor for electronics. Hong Kong's erratic sales growth (mean 3.5% dropping to -7.3%, Tables 4 and 5) contrasts sharply with Taiwan's stability, fulfilling the comparative analysis.
[bookmark: _Toc192522732]4.2	 Recommendations
Based on the conclusions, the following recommendations are proposed for AB Stores (Hong Kong) Co Ltd: 
1. Pursue Expansion into Taiwan: AB Stores should pursue an expansion into Taiwan, with a focus on tech-savvy regions such as Taipei. Comparative studies have demonstrated that Taiwan has a low and stable inflation compared to Hong Kong. As such, AB Store is assured of a relatively higher customer demand for products. With strategies such as cost optimization and increased marketing efforts, as suggested by Kumar et al. (2023, p. 1491), AB stores can make sales. Also, AB Stores' expansion into Taiwan will take advantage of the region's reputation as a semiconductor and consumer electronics. Thus, establishing a pilot electronics store in this region will be essential in gauging market conditions and antecedents for success. 
2. Enhance Online Platforms in Hong Kong: Strengthen e-commerce capabilities to compete with online retailers and Shenzhen's lower prices, ensuring resilience against physical sales fluctuations. The shift towards e-commerce is a change that is sweeping the electronics industry and providing businesses with a competitive edge. According to Lai et al. (2022, p. 2), the omnichannel retail experience can improve sales performance and contribute to customer retention. Incorporating artificial intelligence technologies such as bots on the e-commerce channel can offer guidance to buyers by answering frequently asked questions and providing suggestions based on preferences (Ding and Muzammil Najaf, 2024, p. 3). 
3. Optimize Pricing Strategies: Develop flexible pricing that absorbs moderate inflation while maintaining competitiveness and agile supply chain management to mitigate global disruptions like semiconductor shortages. Pricing is an essential component in determining the demand for products (Kumar et al., 2023, p. 1491). However, it is worth noting that prices of commodities may be affected by external factors beyond the company's control, including supply chain disruptions as witnessed during the COVID-19 pandemic and the Russia-Ukraine war. Therefore, if disruptions are non-existent, AB Stores should establish a pricing model that strikes a balance between inflation and maintaining the required level of demand. 
4. Intense Marketing: Marketing is an instrumental strategy in ensuring that AB Stores expands its brand visibility and communicates its customer offerings to the people. Kumar et al. (2023, p. 1491) emphasized this by saying, "Customers' demand is affected by the selling price of the product and the retailer's promotional efforts." The company must ensure that it develops promotional messages that take advantage of diverse channels, including mainstream and social media. Particularly, social media marketing is essential in the electronic sector as it provides the company with a chance to measure engagements with the products through components such as likes and shares (Odeh et al., 2023, p. 85). 
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