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Northern Metropolis as Hong Kong’s
Game-Changing Frontier

March 2025 The 14th Five-Year Plan supports Hong Kong to develop into knightfrank.com.hk/research
an international innovation and technology (I&T) centre.
This paper examines some potential opportunities in
Northern Metropolis to respond to and capitalise on
the national development strategies.
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Introduction

The Northern Metropolis represents a significant
opportunity to inaugurate a new chapter for Hong Kong.
In October 2021, the Government put forward the Northern
Metropolis Development Strategy, proposing to develop
the northern part of Hong Kong into a metropolitan area
ideally suited for people to live, work, and travel. As a new
economic engine for Hong Kong, this ambitious strategy
aims to increase land availability for housing, industries,
and community facilities while complementing existing
development projects, along with enhanced transport
infrastructure.

The development is expected to concentrate on value-
added industries that stimulate new businesses and create
opportunities across 30,000 hectares of newly designated

development land in Hong Kong. The government has
already formulated the Northern Metropolis Action
Agenda, which outlines a clear blueprint and specific
implementation plan for this initiative. An industry driven
approach is emphasised and will be adopted in planning
and providing land in the Northern Metropolis to promote
the growth of different industries.

To successfully develop the Northern Metropolis is

to actively respond to and capitalise on the national
development strategies. The 14th Five-Year Plan supports
Hong Kong to develop into an international innovation and
technology (I&T) centre. In this context, this paper examines
three key emerging industries and value-added sectors:

Technology, Media, and Telecommunications (TMT)

This sector is critical for driving innovation and economic growth. With advancements in
connectivity and digitalisation, it holds the potential to attract global enterprises and foster
a vibrant ecosystem of startups and established companies. It is also a key enabler for other
fast-growing industries.

Senior Living

As Hong Kong’s population ages, the demand for quality senior living solutions is increasing.
Developing this sector will not only meet the needs of the elderly population but also create

job opportunities and enhance community well-being.

Biotechnology/ Science

This sector is poised to address pressing health and environmental challenges. With
access to top-tier universities and research institutions, there is significant potential for
groundbreaking research and development.

These three elements have the potential to drive economic
growth, enhance quality of life, and position the Northern
Metropolis as an International I&T Hub. Last but not least,
we explore different implementation mechanisms for the

future development, offering recommendations for private
sector’s participation to ensure cohesive and effective
development strategies.
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Macroeconomic Review

Hong Kong Key Industries Breakdown

The economic performance of Hong Kong’s sectors
highlights the diverse and dynamic nature of its economy,
with particularly strong growth in the technology sector,
underscoring the importance of computer and information
technology services as a key driver of economic progress.

As of Q3 2024 (Table 1), Banking grew by 7.1% YoY,
and financing (except banking) grew by 13.4% YoY. The
transportation sector also saw significant growth with a
17.3% YoY increase in business receipts.

Other sectors showed mixed results. The warehousing
and storage sector experienced a slight decline in business

Table 1. Business receipts of Hong Kong key industries, Q3 2024

Business Receipts

Sectors

2024 Q3 YoY Growth

receipts by 1.0% YoY but maintained a compound annual
growth rate (CAGR) of 7.9% over the past decade and 6.3%
over the past five years, employing 98,500 people. The
insurance sector demonstrated robust performance with
an 11.7% YoY growth in business receipts, a 7.2% CAGR over
the past decade, and a 2.3% CAGR over the past five years,
employing 64,100 people.

The standout performer was the computer and
information technology services sector, which saw the
highest YoY growth in business receipts at 34.5%. This
sector also achieved CAGR of 8.8% from 2014 to 2024 and
an impressive 21.7% from 2019 to 2024, employing 53,100
people.

Business Receipts Total
2019-24 CAGR Employment

Business Receipts
2014-24 CAGR

Computer and information technology

. . . 34.5% 8.8% 21.7% 53,100
services (Service Domain®*)
Warehousing and storage -1.0% 7.9% 6.3% 98,500
Insurance M.7% 7.2% 2.3% 64,100
Banking 71% 4.8% 41% 96,000
Financing (except banking) 13.4% 4.7% 4.5% 107,200
Courier 2.2% 4.0% 5.6% 5,500
zt::;ég‘;zz't"" SEHEES ETI T 12.2% 3.5% 45% 43,400
Information and communications 5.4% 31% 2.8% 102,500
gg;isics;’zae'r’vsig;”“”c e 3.6% 31% 31% 196,000
Real estate 0.2% 2.9% -1.4% 145,000
Telecommunications 4.3% 2.2% 2.0% 22,900
Transportation 17.3% 21% 4.5% 124,600
Administrative and support services 8.2% 1.7% 11% 21,700
Food services -1.3% 0.5% 0.3% 201,400
Import/export trade 1.6% -0.2% 11% 310,700
Accommodation Services -10.2% -0.8% 2.3% 39,200
Wholesale -31% -1.6% -1.3% 30,300
Retail -9.6% -2.8% -1.3% 224,900
Tourism convention and exhibition services -5.4% -5.6% -3.9% 145,600

Source: Census and Statistics Department

* A service domain comprises those economic activities which straddle different industries but are somehow related to a common theme. It may include all activities carried out by all establishments in a service industry that is
closely related to the domain. For a service industry that is less closely related, however, only a portion of the establishments in the industry or even only part of the economic activities of the establishments is related to the

domain.
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Global Financial Centres’ GDP Contribution by Major Sectors

By reviewing the key economic contributors in Hong Kong compared with other leading international financial centres,
it is evident that Hong Kong is the most reliant on the finance and insurance sector among the top cities. Hong Kong’s GDP
is predominantly driven by this sector, while notably, Hong Kong has the lowest percentage of GDP contributed by the
information and communication sector. There is still a lot of potential for Hong Kong to find its new engine in this area to
further boost its economic growth (Table 2).

Table 2. GDP contribution by major sectors in global financial centres

Hong Kong Singapore Tokyo London New York

Sectors

(2023 Nominal) (2024 Nominal) (2024 Nominal) (2022 GVA Nominal) (2023 Real)
Finance & insurance 24.9% 14.3% 7% 19.5% 18.1%
Public administration, social )
and personal services' 20.9% 9.6% 13.0% 13.4% 19.5%
Import/export, wholesale and
retail trades 17.5% 21.5% 211% 75% 8.2%
Real estate, professional and RE: 3.2% RE:7.0% ¢ RE: 13.4% RE: 12.8% RE: 14.1%
business services Pro: 5.2% Pro: 5.5% Pro: 12.2% Pro: 13.0% Pro: 14.5%
Transportation, storage, o o o o o
postal and courier services e 2% 2 Lo 22
Information and
communication 3.5% 6.0% 11.6% 11.8% 11.0%
GDP contribution by the

0, 0, 0, 0,

6 sectors to Total GDP 81.2% 73.0% 81.7% 81.0% 87.6%

Source: Census and Statistics Department, Department of Statistics Singapore,
Statistics of Tokyo, UK Parliament, Bureau of Economic Analysis
1 Public administration, education, human health and social care activities
2 Public administration, social and personal services and other industries
3 Real Estate (2.9%) & Ownership of Dwellings (4.1%)
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rapid technological advancements and
innovation.

Over the years, it has evolved from
its roots in telecommunications and
media, driven by the convergence
of these fields with technology.

This convergence has integrated
digital technologies into media and

The TMT industry encompasses
companies focused on new
technologies, including hardware,
semiconductors, software, media,
and telecommunications. Known
for its emphasis on research and
development, patents, and intellectual
property, the TMT industry thrives on

Figure 1. Key trends of the TMT industry

telecommunications, creating new
opportunities and challenges. The
industry has shifted from traditional
services to digital and internet-based
services, such as streaming, digital
advertising, and data analytics. Key
trends include (Figurel):

) )
Digital Transformation Convergence
The adoption of digital The blurring lines between
technologies has revolutionised technology, media and
media and telecommunications telecommunications have led to
operations, including digital new business models and services,
content distribution and over-the- integrating telecommunications
top (OTT) services. infrastructure with digital content
delivery.
Innovation Consumer Demand
Advancements in artificial The rise Of_ digital and mobile
intelligence, cloud computing technologies has. changed .
and 5G technology drive growth consumer behaviour, increasing
and create new opportunities. demand .for on-demand content,
personalised experiences and
seamless connectivity.
J J

TMT - Facts and Figures in Hong Kong

Global Ranking 2021 2022 2023 2024
Global Innovation Index 14/132 11/131 17132 18/133
IMD Digital Competitiveness 2/64 9/63 10/64 -
Sources: Global Innovation Index Reports, AMD World Competitiveness Centre
Global Innovation @d @ Start-up Ecosystem R&D Activities
Index (Gll) 2024 In 2023, the number of In 2022, 4,017 Hong Kong companies

Hong Kong ranks 5th in j\g l start-ups increased by
Asia and 18th globally 7% to 4,257, providing
Q=&

among 133 economies. employment for 16,453
people.

engaged in R&D activities with
in-house R&D expenditure totalling
HK$12.4 billion, a 5.7% increase from
the previous year.

Major Research Areas

Information and communication technologies (ICT), software as a
service (SaaS), the Internet of Things (l0T), data analytics, biotech, Al,
robotics, virtual reality (VR) and augmented reality (AR), new materials.

2;& Popular Sectors
Fintech, smart city and

smart home, healthcare,

big data applications

* MD World Digital
> * Competitiveness Ranking

. l Hong Kong has consistently
placed in the top 10 since 2019.

Innovation-led Activities

7,186 companies involved in innovation-led activities in 2022,

with total innovation-related expenditure reaching HK$29.9 billion,
a4.4% YoY increase.
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TMT Application & Affiliation

The TMT industry plays a crucial role in driving growth digital transformation. For instance, telecommunications

in other industries, such as industrial manufacturing,
healthcare, and automotive (Figure 2). It provides the

necessary infrastructure and technologies for their

Figure 2. TMT’s crucial role to enhance other industries

investments support the digitalisation of various industries,
while media’s adoption of Al enhances content creation and
personalisation. Key enhancements include:

T™MT

leads to advancements in
Al cloud computing, and
5G technology are
enabling new solutions.
Key enhancements:

1 Digital Transformation
2 Automation

3 Data Analytics

4 Predictive Maintenance
5 Information System

Industrial Manufacturing

Digital Transformation - digitalisation of industrial
manufacturing processes

Automation and Industry 4.0 - integration of TMT technologies
enables the automation of manufacturing processes

Data Analytics - help manufacturers optimise production processes

Predictive Maintenance - reduces downtime and maintenance
costs, ensuring smoother operations

Customisation and Niche Markets - offer tailored solutions and
value-added service

Automotive

Digital Transformation - digitalisation of automotive
manufacturing processes

Connected Vehicles - integration of telecommunications and
media technologies enables the development of connected
vehicles

Data Analytics - help automotive manufacturers optimise
production processes and improve vehicle performance
Predictive Maintenance - predict equipment failures and
schedule maintenance proactively

Autonomous Vehicles - provides the necessary technologies for
self-driving cars

The development of industrial manufacturing and
automotive sectors in Hong Kong, however, would face

\_

Healthcare

Digital Transformation - drives the digitalisation of healthcare
processes

Telemedicine - integration of telecommunications and media
technologies enables the delivery of healthcare services remotely

Data Analytics - provides advanced data analytics tools that help
healthcare providers analyse patient data, optimise treatment
plans, and improve patient outcomes

Wearable Health Devices - contributes to the development of
wearable health devices that monitor vital signs, track physical
activity, and provide real-time health data

Health Information Systems - supports the development and
implementation of electronic health records (EHRs) and health
information systems

J

of the global supply chain. On the contrary, there is a strong
demand for healthcare driven by the ageing population. Hong

challenges due to relatively high labour and operating costs, = Kong is projected to have the second-highest ratio of elderly
limited local market scale for testing, and the realignment people in the world (27%), second only to Japan by 2030.
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) Senior Living

Figure 3. Elderly population and projection by 2030

Elderly Population

Elderly Population 0.93 million

0.68 million

)

1997 2010

Demand in CCS

The growth in community care services (CCS) has been
significant from 2010 to 2020, with subsidised CCS places
increasing by 118% and annual expenditure surged to almost
HK$10 billion from below HK$4 billion per year (Figure 4).
Despite this expansion, the supply of CCS still falls short of
demand, resulting in average waiting times of 7 to 11 months.
With the elderly population projected to rise by 50% to 2.13
million by 2030 (Figure 3), the demand for CCS is expected to
surge dramatically.

Figure 4. Public expenditure for eldery

Il Community Care Service Residential Care Service

X)) HK$
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Source: Social Welfare Department and Census and Statistics Department

Elderly Population

2.13 million
A % of
Elderly Population Population
1.42 million 30
)
20
10
2020 2030 0

Source: Social Welfare Department and Census and Statistics Department

Inadequate support for carers remains a significant
issue.

During 2020-2021, the average monthly unit cost of
community care services (CCS) for a frail elderly person
in a day care centre was HK$10,900. This cost was
considerably lower compared to the corresponding costs
of HK$16,000-HK$25,700 for residential care services
(RCS) and HK$180,600 for general hospitalisation.

Low birth rates

To address low birth rates, it is essential to develop a
robust elderly care industry. This approach can help
reduce the dependency ratio and alleviate the burden on
the working-age population. Achieving this goal involves
leveraging advanced medical technology, offering
comprehensive health management, and providing
various care options for the elderly.

Urban Development

Relocating elderly residents from densely populated
areas to specialised elderly care communities can free
up space for urban redevelopment. This can result

in the creation of more modern and efficient living
environments for the general population. Moreover,
specialised elderly care communities can offer a more
suitable and supportive environment for the elderly,
potentially enhancing their quality of life.
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&z Biotechnology

The Nature Index showed leading 200 science cities
ranked by article share in 2023 with Hong Kong ranking
the 19th. Biotechnology is at the forefront of addressing
pressing health and environmental challenges. Investing in
biotechnology and science will drive economic growth by
attracting investments, fostering startup ecosystems, and
creating high-skilled jobs. The sector’s focus on research
and development will lead to groundbreaking discoveries
and innovations with global implications.

The Hong Kong government has introduced various
initiatives to support the biotech sector, such as:

e The establishment of the InnoLife Healthtech Hub in
the Hong Kong-Shenzhen Innovation and Technology
Park (HSITP).

Figure 5. Key facts about the biotechology sector in Hong Kong

Talent Pool
Registered Healthcare Professionals (End of 2023)
¢ Doctors 16,180
68,752
3,317
4,658

* Nurses
¢ Pharmacists

¢ Medical Laboratory
Technologists

Regulatory Environment

The deduction is 300% for the first

HK$2 million of “qualifying R&D expenditure”
incurred by enterprises and 200% for the
remaining amount. There is no cap on the
amount of the relevant tax deduction.

ols

Collaborative Ecosystem

Greater Bay Area International
Clinical Trial Institute (Nov. 2024)
“One Zone Two Parks” special
arrangements for professionals,
logistics, capital and data

e A HK$10 billion New Industrialisation Acceleration
Scheme to promote life and health technologies.

e Policies to streamline drug registration and approval
processes, enhancing the city’s competitiveness in the
biotech industry.

With an ageing population, there is a growing demand
for advanced healthcare solutions. This demographic
trend drives innovation in areas like medical devices,
diagnostics, and personalised medicine (Figure 5).

Progress & Results

In 2023-24, the R&D Centres received
HK$158.9 million commercialisation
and other income in total, representing
an increase of about 23% as compared
with that in 2022-23.
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Industry Chain in Northern Metropolis
as a New Economic Engine

The Northern Metropolis is poised to become a new At the property level, the development will encompass a
economic engine, driven primarily by the Technology, variety of facilities such as Supporting Office, Data Centre,
Media, and Telecommunications (TMT) industry, with MICE (Meetings, Incentives, Conferences, and Exhibitions),
Healthcare as a secondary focus. Laboratories, Private Hospital, and Talent Accommodation.

At the industry level Figure 6), key sectors include This comprehensive approach aims to create a vibrant
Biotech R&D, Senior Living, Artificial Intelligence, Digital ecosystem that supports innovation, enhances quality of
Media, Machine Learning, Cloud Computing, Emerging life, and attracts top talent.

Technologies, Blockchain, and E-commerce.

Figure 6. The TMT industry chain
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Implementation Mechanism
in Northern Metropolis

By considering various factors
including market demand, expected
financial return, development
experience, implementation
mechanism, community benefits
and employment impacts, our
four-quadrant analysis takes into
account the financial viability and
socioeconomic benefits of different
real estate assets derived from the
development of TMT and healthcare
industries in Northern Metropolis
(Figure 7):

Data centre, senior living, private
hospital and industrial premises
would have significant socioeconomic
benefits. The high financial prospects
would attract strong incentives from
developers and investors. It is expected
these premises would be developed
best under a full private delivery
model (e.g. land sale, land exchange,
private equity etc.) or public-private
partnership (PPP) model with heavy
private financing elements (build-
operate-transfer (BOT), build-lease-
operate-transfer (BLOT), operation
licence etc.)

i
a4

Figure 7. Financial Viability vs Socioeconomic Benefits

MICE

Laboratory

Subsidised Housing

Retail

)
2
s
)
c
)
m
°
£
)
c
o
o
o
0
©
o
(2]

Data Centre

Senior Living

Talent
Accommodation

Private Hospital

Industrial

Private Residential

Financial Viability

MICE, laboratory, subsidised
housing would also generate high
socioeconomic benefits. However,
the financial prospects would be
on the low side and there is limited
interest from developers and investors.
Also considering the development
experience, these premises would be
developed best under a PPP model
with light private financing elements
(design-build-operate (DBO), operation

and maintenance (O&M) etc,).

Retail and office spaces, serving
more of a supporting function
within Northern Metropolis, may
face challenges when tendered
individually under private delivery
models. However, these uses would
be optimally delivered as part of a
packaged approach, combined with
other uses that demonstrate stronger
financial viability.
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Challenges and Opportunities

OPPORTUNITIES

CHALLENGES

Development Scale and Timeframe

The entire Northern Metropolis is spans across
30,000 hectares. With land parcels currently
under different status and involving different
land matters, it would take at least 10-15 years
to mature.

Emerging Industries

As both TMT and Healthcare are emerging
industries in Hong Kong, some development
projects in Northern Metropolis would face the
challenge of securing anchor tenants.

Talent Shortage

Currently the entire Hong Kong only has
some 53,000 labour force participating in
the high value-added segment from the TMT
industry.

ey

Innovative Implementation

It opens more opportunities for different types of
market players to participate in different types of
contractual arrangements. Players would be able
to focus on the segment that they have the most
expertise on.

Ride on the Success of
Greater Bay Area

The provision of development space and facilities
as well as capital could capture the demand for both
TMT and healthcare services from the rest of the
GBA.

Deriving the Demand of
Healthcare-associated Businesses

The development of healthcare would derive the
demand for ancillary businesses including reverse
mortgage, medical-tourism and insurance it would
take at least 10-15 years to mature.
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We like questions. If you’ve got one about our research, or would like some property advice,

we’d love to hear from you.

Research & Consultancy

Martin Wong
Senior Director
Head of Research & Consultancy,
Greater China
+852 2846 7184
3 martin.wong@hk.knightfrank.com

Planning & Land Advisory Services

Adam Lee (E-222238)

Executive Director

Head of Planning & Land Advisory
Services

+852 2846 9544
adam.lee@hk.knightfrank.com

Commercial Markets

Paul Hart (E-127564)
Managing Director,
Greater China,

Head of Commercial

+852 2846 9537
- paul.hart@hk.knightfrank.com
Capital Markets

Antonio Wu (E-053542)

Head of Capital Markets,
Greater China

+852 2846 4998
antonio.wu@hk.knightfrank.com

MeirLam

Assistant Manager

Research & Consultancy,
Greater China

+852 2846 4838
meir.lam@hk.knightfrank.com

Jackson Hui

Associate Director

Planning & Land Advisory
Services

+852 2846 4813
jackson.hui@hk.knightfrank.com

RECENT MARKET-LEADING RESEARCH PUBLICATIONS

zz fei=y

Asia-Pacific Tomorrow

Investing in Asia-Pacific
Student Living Tomorrow Report

The Wealth
Report

n Knight
Frank

Knight Frank Research provides strategic advice, consultancy services and forecasting to a wide range of clients worldwide including developers, investors,
funding organisations, corporate institutions and the public sector. All our clients recognise the need for expert independent advice customised to their
specific needs. Important Notice: ©Knight Frank 2024: This document and the material contained in it is general information only and is subject to change without
notice. Allimages are for illustration only. No representations or warranties of any nature whatsoever are given, intended or implied. Knight Frank will not be liable for
negligence, or for any direct or indirect consequential losses or damages arising from the use of this information. You should satisfy yourself about the completeness
or accuracy of any information or materials and seek professional advice in regard to all the information contained herein.

This document and the material contained in it is the property of Knight Frank and is given to you on the understanding that such material and the ideas, concepts
and proposals expressed in it are the intellectual property of Knight Frank and protected by copyright. It is understood that you may not use this material or any
part of it for any reason other than the evaluation of the document unless we have entered into a further agreement for its use. This document is provided to you in
confidence on the understanding it is not disclosed to anyone other than to your employees who need to evaluate it

Knight Frank Petty Limited EAA (Company) Lic No C-010431
Knight Frank Hong Kong Limited EAA (Company) Lic No C-013197


https://content.knightfrank.com/research/2947/documents/en/investing-in-student-living-opportunities-in-hotel-conversions-11781.pdf
https://www.knightfrank.com/apac-horizon?dm_i=4XV4,BDCU,E3PS7,1GJVP,1
https://www.knightfrank.com/apac-horizon?dm_i=4XV4,AHTV,EXUYW,193UJ,1

https://www.knightfrank.com/apac-horizon?dm_i=4XV4,AHTV,EXUYW,193UJ,1

https://preferences.knightfrank.com/receive-the-wealth-report-2025
https://www.knightfrank.com/wealthreport?dm_i=4XV4,AHTV,EXUYW,193UJ,1
https://www.knightfrank.com/wealthreport?dm_i=4XV4,AHTV,EXUYW,193UJ,1

