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Introduction
For the last 4 month, Hong-Kong have been witnessing its biggest crisis in decades. 

Even if  it  was considered as the most  liberal  economy in the world,  the credit  rating 
agency Fitch recently  lowered  Hong Kong's general outlook from "stable" to "negative" 
and cut its debt rating from AA-plus to AA. 

According  to  American  Chamber  of  Commerce  in  Singapore,  more  than  twenty 
percent of companies with operations in Hong Kong were considering moving out capital 
of  the territory.  90% of those companies said Singapore would be the first  destination 
choice.  Goldman Sachs’ analysts estimate that $3 to $4 billion fled to Singapore in August.  
Moreover  Hong  Kong's  tourism  sector  has  seen  a  double-digit  percentage  decline  in 
visitor  arrivals  this  summer,  according to the Hong Kong Tourism Board.  Meanwhile, 
Singapore's hotels, entertainment venues, and restaurants may see the biggest gains as a 
result. It leads to the question :

Could Singapore benefit from Hong-Kong’s turmoil ?

First we’ll analyse Singapore current situation, then focus on Hong-Kong and finally 
compare both countries to be able to make an investment choice.   
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 Singapore Analysis
Before the raffle of 1819, the island was mainly composed of fishermen and was fade 

from  memory.  From  a  port  town  to  a  country  (since  1965),  this  young  republic  was 
confronted to the challenges of political independence and a totally extraverted economy.

Strategies of development

From  1966,  authorities  started  to  work  and  develop  exterior  investments, 
employment, housing, education and health. This strategy was completed by a series of 
favourable  economic  incitations  to  foreign  investments:  free  trades  and  human 
circulation,  absence of  change control,  low taxes,  support  of  exportations,  increased 
modernisation  of  communication  and  transport  infrastructure  and  launch  of  large 
public investment programs. More dependent of the exterior conjuncture than any other 
country,  Singapore has  benefited from the fallout  from the rapid growth of  industrial 
nations  in  the  1960s  and  1970s.  Singapore  become a  major  point  of  the  international 
investment,  filling  a  double  function:  subcontracting  and  re-exportation  that  fuel 
competition among industrial nations, supplies of equipment and services to developing 
countries in the region.

Current situation

Today the level of life in Singapore is not only one of the highest in the world but 
also one of the best allocated in terms of number of access to education, health, work and 
housing. Internationally, the economical results are also amazing.

Singapore Human Development Index (HDI) - Source : Human Development Report

 

Singapore  Real  GDP’s  growth  is  highly  superior  to  those  of  major  advanced 
economies and also to the world: 5.3% against 3.8% from 2010 to 2018. If we focus on the 
real GDP growth per capita, we can see a decreasing trend years over years, leading to a 
rapid  reduction  of  gap  between  Singapore  and  advanced  economies.  In  this  context, 
Singapore has started to be considered as an advanced country by several international 
institutions.

COULD SINGAPORE BENEFIT FROM HONG-KONG’S TURMOIL ?        4



Table. 1 - Source : IMF, WEO. 

Furthermore, the strait of Singapore is one of the biggest harbour in the world and 
in the heart of the economical exchanges of the Southeast Asia ; helping Singapore to 
have a high exportation level, and be one of the most important contributor of their GDP.

Thanks  to  the  graphs  below  and  the  Singapore’s  balance  of  payment,  we  can 
calculate its trade openness ratio, 326%, 3rd in the world just behind Luxembourg and 
Honk-Kong, with respectively 400% and 370%, is in 2018 : 

COULD SINGAPORE BENEFIT FROM HONG-KONG’S TURMOIL ?        5

Contributions to Real GDP Growth
(Percentage points, Year-on-year)

Total Goods Exports
(Percent of GDP)

Source : Haver Analytics & IMF calculationsSource : CEIC Data Co. LTD & IMF calculations

Export and import of goods (both in % of GDP) - Source : World Bank



One point is that Singapore is extremely dependent vis-a-vis of foreign investment 
and exports of goods and services, meaning if there is a world recession and the world 
economy starts to decrease, Singapore GDP will start to decrease. 

Immigration is a big driver of the demographic development of Singapore, which 
has more than double its population in less than 20 years, from 1 million in 1995 to 2.5 
million in 2015. But the natality in the country is very low and do not stop to decrease, to 
stabilise at 9 for thousand.

Plus,  the  democracy  suffers  a  lot:  abuse  of  police  violence,  low  freedom  of 
expression (which is under the control of the government) and oppositions are punished. 

When we try to estimate the democracy in Singapore the results are not as good as 
others  comparable  countries  in  term  of  level  of  life.  The  level  of  democratic  culture 
meaning the respect of plurality and context favourable to the political debate, was at 6 in 
2017 versus 10 for Sweden, one of the best country in term of democracy. For the respect 
of the civil liberties like freedom of expression and press, Singapore got the grade of 7 in 
2017, France got 8.5

Strengths                                                     Weaknesses
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459,7 + 361,4 + 182,5 + 184,2
364,27

= 326,07 %

People born outside the country & gross birth rate (for 1000 inhabitants) - Source : World Bank

Source : The Economist

• High inflows FDI thanks to a stable 
political regime and fiscal advantages.

• Doing business ranked 2nd.

• Major international hub.
• Good allocation in terms of number of 

access to education, health, work and 
housing.

• Democracy suffers a lot.
• Extremely dependant vis-a-vis of 

foreign investment and exports of 
goods and services.

• Natality inside the country is very low 
and do not stop to decrease.

• Skilled labor shortage.



Honk-Kong Analysis

Hong Kong was occupied by farmers and fishers living in small villages. By the 
end of the 18th century, Hong Kong was a trade platform between China and European 
countries.  The  emperor  Daoguang  decided  in  1839  to  stop  import  of  Opium  from 
England. This decision triggered the first Opium war between the 2 countries. This war 
was considered as a China defeat and Great Britain earned the island in 1942. 

After  the  Japanese  occupancy  during  the  2nd  World  War,  British  took  back  the 
Island and the country started to industrialise really fast during the 1950’s. Social reforms 
were  introduced  to  transform  this  growth  into  a  sustainable  economy.  The  economy 
switched from industry to service based during the 1960-1980’s. 

During 1980’s, it was the beginning of the “one country, two systems” principle. The 
idea was to transfer Hong Kong responsibility to China but with a promise to keep the 
Hong Kong economic and political system for 50 years. For this reason, Hong Kong has its 
own economical and political system separated from the Mainland of China. 

Economic system

Hong Kong economy is based on services and notably financial markets.  As an 
ultra-liberalist  economy,  the  government  is  intervening  only  for  extreme cases  on  the 
markets and the taxation for corporations and individuals is really low. For individuals 
it ranges from 2% to 17%. The services sector is representing more than 90% of the GDP. 
Hong Kong was the 15th largest exporter of commercial services in 2018. It is ranked this 
year as the 3rd most competitive economy in the world by the IMF

The four key industries of the country (as % of the GDP) are Trading and logistics 
21.5%,  Financial  services  for  18.9%,  Professional  services  and  other  producer  services 
12.2%, Tourism for 4.5% and others for 42.9%. 
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Exports & Imports of Goods
(three month moving average, year-on-year percentage change)

Exports of Services
(in %, year-on-year)

Source : CEIC, Haver & IMF



In terms of Foreign Direct Investments, Hong Kong is ranked 3rd worldwide just 
after China. These inflows represent $115.7 billion. Foreign direct Investments outflows 
are about $85.2 billion.

The GDP is composed of 68.3% by private consumption, 21.7% of net domestic fixed 
capital  formation,  9.9% by government  consumption,  Net  exports  of  services  9%,  Net 
exports of goods -8.9%.

Macro-Economic Situation of Hong Kong

In terms of currency, the Hong Kong dollar is pegged since 1983 to the US dollar. 
The rate is floating around 7.80 HKD per 1 USD. If the rate is moving too far from this 
target, the Hong Kong Monetary Authority intervenes on the market. It happened during 
the Asian financial crisis in 1997 when regulators had to buy stocks from the Hang Seng 
Index to limit the effect of speculators who were shorting HKD. During this year the HKD 
decreased in value because of the economic cycle in the US that pushed dollar upward.

Concerning real estates, prices are still going up but the growth is slowly decreasing. 
It’s important to notice that since 2009, house prices took 170% and rent prices multiplied 
by two. In 2018 rent represented on average 75% of income of tenants. 
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Hong-Kong’s FDI - Source : Census & Statistics Department of Hong-Kong

USDHKD since 1990



Regarding  credits,  floating  rates  mortgages  represent  more  than  50%  of  new 
mortgages.  An  increase  in  the  HIBOR  rate  could  have  a  huge  impact  on  the  overall 
economy because for 1% increase in interest rate, private consumption can be reduced by 
4%.

 

Strengths                                                     Weaknesses
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• Economy based on the financial 
industry which is lacking innovations.

• Current context with China.
• Inequalities of revenues quickly 

increasing.
• Not enough women in the workforce.

• Geographic localisation.
• Doing business ranked 4th

• Hong Kong airport is the 1st 
worldwide for shipment.

• Public infrastructures on the cutting 
edge.

Residential Property Price Indices per Apartment Class - Source : Haver & IMF

New Mortgage Pricing Scheme (in %) - Source : HKMA



Comparison 

Economic Figures

Hong Kong and Singapore have both great similarities. They both rely on exports 
and are very appealing for foreign investors with a high Foreign Direct Investment (FDI) 
inflows.

Internally, Hong Kong looks more mature, with a qualified labor force and a high 
private consumption as it represents 68% of its GDP. Singapore, on the other hand, has a 
high  growth  potential  with  a  higher  GDP per  capita  considering  purchasing  power 
parity. 

Even though the IMF estimates Singapore’s debt at 112.9% of its GDP, Moody ranks 
Singapore as a prime grade with a Aaa. In fact, looking at its balance of payment, the 
country  enjoys  a  positive  current  account  balance  (65.1  Billion  in  2018)  meaning  the 
economic performance is excellent compared to the rest of the world. Looking at its net 
international investment position, it totals 223% of its GDP. Hence the country has been 
generating profits over the last years and its debt is due to an investment in securities. In 
other words, the country borrows to invest and not to spend. 

Looking to the figures, moving capital from Hong Kong to Singapore could make 
sense for two major reasons. As two economies relying on exports, Singapore looks on the 
edge to confirm itself as the main international hub for world trade. The second reason is 
political  stability.  The ongoing issues in Hong Kong reveal  deeper weaknesses for the 
financial hub. 

2018 Hong-Kong Singapore

GDP (in billion USD) 341 323

GDP ppp 46.913 57.714

Trade Balance (in billion USD) -24 98

Service Balance 30.5 -1.6

Trade Openness Ratio 370 % 326 %

Current Account 12.2 65.1

Doing Business Ranking 3 2

Starting Business Rankig 5 4
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Exports

Exports and reexports activities are the one major business activity in both, with 
exports representing respectively 190% and 180% of Hong Kong and Singapore’s GDP. 

Both have managed to take advantage of the Chinese economic growth by being 
a dynamic operational trading hub between Asian economies and the rest of the world. 
The  competitiveness  of  both  territories  stems  from  excellent  and  efficient  maritime 
infrastructure.

However, with the new regulation of the International Maritime Organization, IMO 
2020, the whole supply chain will be impacted. In fact, starting from the 1st of January 
2020,  the sulfur content of  bunker fuel  will  have to be downgraded by 80%. In other 
words, vessels will need to be filled with cleaner resources and shipping companies have 
already  eyed  Liquified  Natural  Gas  (LNG)  as  a  replacement  to  power  their  trading 
activity. 

Under this perspective, Singapore has a net advantage compared to Hong Kong as 
it has already an LNG terminal as well as two bunkerings (refuel) vessels whereas Hong 
Kong has not moved forward in this regard. Not to forget that,  and for the first time, 
Hong Kong’s port dropped out of the top five port containers. This is mainly due to the 
rise of Mainland Chinese ports as well as the rise of Singapore due to its geographically 
strategic position and quick adaptation to the world trading scheme. 

Political instability

The 2019 Hong Kong extradition bill  has  brought  back political  instability.  The 
position of Hong Kong is very delicate. In fact, its economic growth has been built on 
China’s growth. It is the perfect investment platform for foreign capital wanting to invest 
in China. Now with protests and troubles underway in the streets of Hong Kong, one 
could question the future of the city. An independent Hong Kong and hostile vis-à-vis 
China scenario would not be profitable for investors. On the other hand, seeing Hong 
Kong slipping under a greater Chinese influence would also impeach its magic. The only 
sustainable outcome, from an investor's point of view, is a status quo that is not granted 
from where we stand today. The only sure thing today is that political risk is rising. As for 
the MIGA-EIU Political Risk Survey, conducted in 2009, political risk is the one major 
constraint on foreign investment in emerging markets.     
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Container Port Throughput in 2018 - Source : Drewry Maritime Research



Investors tend to bear the economic risk. In fact, they look for it in the emerging 
market in order to boost return. However, they fear political one as they do not have any 
mean to counter it.
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Major Constraints On Foreign Investment In Emerging Markets 
(Percent of respondents)

Source : MIGA-EIU Political Risk Survey



Conclusion

To conclude, we consider Singapore as a great alternative to Hong Kong. It already 
positioned itself as an international hub for world trade. The economic climate is very 
promising with high FDI inflows and excellent infrastructure. Also, Singapore has great 
diplomatic  relationship  with  China  and  the  rest  of  the  OECD  countries.  The  major 
weakness of the country is the low internal consumption and the lake of the qualified 
workforce. Also, says short-term gains for Singapore may be outweighed by damage to 
business  confidence  in  the  region.  However,  the  country  has  the  potential  to  attract 
entrepreneurs  and businessmen as  it  positions itself  as  world number two country in 
doing business. 
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Appendices

Singapore’s Balance of Payments
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Singapore’s Balance of Payments - Source : Monetary Authority of Singapore & IMF



Honk-Kong’s Balance of Payments  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Hong-Kong’s Balance of Payments - Source : CEIC & HSAR Statistics Department



Expatriate Interview
Fares Salibi is a 49 yearold expat living in Singapore

1. What was your family situation when you have been expatriated ?
I was married with 2 childrens, one 4 and one 5 years old, they all followed me.

2. Was it hard for them ? 
It was a strong cultural shock, especially for the childrens, but fortunately there are French 
schools here. Today, everything is going very well for them and for us. Singapore being a 
very cosmopolitan country, we often come across French, English, and even Swiss people, 
so the language barrier has not been a real problem.

3. Why did you go abroad, and more specifically Singapore ?
I  wanted  to  enjoy  new  experiences  while  making  professional  progress.  And  as  an 
engineer for the French car manufacturer Renault, I knew I had the opportunity to travel 
to the continent that has attracted me the most since I was very young: Asia. So, I looked 
into it and was offered an expatriate position in Singapore. I talked to my wife about it 
and we immediately accepted the offer. In addition, we have many financial advantages 
that we did not have in France.

4. Could you tell me about these advantages ?
First of all, taxes in Singapore are much lower than in France. 
In addition, my salary has almost doubled since I arrived. Moreover, my company pays 
the rent for my house (which is located in the heart of the French district) and we can 
benefit from a housekeeper who is also paid by my company.

5. So, are there only positive points ?
Yes and no, because, for example, when shopping French products, as they are imported, 
they are very expensive such as cheese at $10, a baguette at $5, puff pastry at $8. So we 
either adapt to their food or we ruin ourselves.

6. In general, can you explain to me how life is in Singapore ?
Life in Singapore is pleasant, and surprising at the same time. We live in a clean and quiet 
environment. For example, the last time there was an opera performance in a very large 
park in Singapore: first the entrance was free and secondly, I remember seeing no police 
officers on the streets. Here people are respectful and know that you shouldn't laugh with 
the police. Throwing a simple cigarette butt on the ground can cost you several hundred 
dollars.
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Expatriate Interview - Source : A. El Khazen



7. Would  you  recommend  to  someone  who  wants  to  do  business  to  come  to 
Singapore ?
Yes, without any hesitation. Here, to create your company it takes you 2-3 clicks, while in 
France, I remember, you have to go through hundreds of steps, declare everything, wait 
for answers etc... Here, not at all, if this afternoon I want to create my company I will do it 
without any concern. That is also the strength of this country.

8. How do you feel about the political situation in Singapore ?
Good, despite the fact that it is tensed. Since the 2013 riots, immigrants from neighbouring 
countries (Bangladesh, Pakistan, India) have been demanding more and more rights and 
wage increases. Indeed, decades ago the government opened its borders. This helped the 
country to develop thanks to the many building industry labor on the one hand and on 
the other hand immigrants could send money to their families with a higher salary. But 
today the situation is getting a little worse.
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