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Representing Hong Kong'’s largest and most
ambitious urban transformation project
for the coming decades, the Northern
Metropolis is a strategic, Hong Kong
Government-led project set to reshape
the city by serving as a hub for innovation,
education and technology, fostering cross-
boundary collaboration, and providing
new opportunities for residents and local,
Chinese Mainland, and international
businesses alike.
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one-third of Hong Kong’s land mass, the

Northern Metropolis serves as a pivot by
adding another dimension to Hong Kong’s status as
a leading international financial centre to become
a globally competitive powerhouse for innovation,
technology, and education. Upon completion, it is
anticipated that the Northern Metropolis will support
a population of around 2.5 million, deliver more than
10 million square metres of economic floor space,
generate roughly 650,000 job opportunities, and
provide about 500,000 new housing units.

Spanning roughly 30,000 hectares, or about

www.hkib.org

The Northern Metropolis is also a central pillar of
Hong Kong’s strategy to align with the Chinese
Mainland’s 15th Five-Year Plan and national
development strategies, particularly regarding
innovation, technology, and closer integration with the
Guangdong-Hong Kong-Macao Greater Bay Area (GBA).
However, the project has raised a number of questions.
On the one hand, there are the potential benefits
created by transforming Hong Kong’s fringe areas into
an innovation, technology, education, and residential
hub. On the other hand, there are concerns about

an over-supply of residential properties incorporated
into the project and the substantial upfront capital
expenditure required. Taking into consideration

that it is likely to be a number of years before the
Northern Metropolis is established to a level where it
is able to generate significant revenues, this article
aims to explore the Northern Metropolis from three
perspectives: Will the project generate excessive
residential property supply? Will there be sufficient
demand for residential properties? How will the
upfront capital expenditure be funded?

With banks operating in Hong Kong expected to play
a significant role in the funding of the city’s flagship
project, the Hong Kong Monetary Authority (HKMA)
and The Hong Kong Association of Banks (HKAB), in
April 2026 announced the joint establishment of the
Northern Metropolis Financial Advisory Taskforce. The
Taskforce includes representatives from the HKMA,
HKAB, and 15 major banks with large-scale project
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In order to manage costs and generate

momentum, according to the Hong Kong
Government, the proposed funding for the

Northern Metropolis will be achieved through

a mix of government reserves, public bond

issuances, and private sector partnerships. ¢ l'"

financing. In addition to providing professional advice on
financing and banking services for the development of the
Northern Metropolis, the Taskforce will explore related
opportunities and financing needs, with a view to proposing
practical financing recommendations to advance relevant
projects and facilitate the exchange of expertise and
experience for the purpose of strengthening the banking
sector’s financing support for the key Northern Metropolis
project. Specifically, the Taskforce aims to create a structured
pipeline through which banks can confidently participate in
financing specific development zones and housing projects.

Funding for the future

In order to manage costs and generate momentum, according
to the Hong Kong Government, the proposed funding for

the Northern Metropolis will be achieved through a mix of
government reserves, public bond issuances, and private
sector partnerships. Concerns raised over the transfer of
HKD150 billion from the Hong Kong Exchange Fund (the
investment vehicle established to safeguard the stability of
Hong Kong’s currency peg) to the Government’s Capital Work
Reserve Fund to finance work on the Northern Metropolis
have been allayed by the Hong Kong Government. With total
assets exceeding HKD4.2 trillion as of January 2026, the one-
off transfer - to be carried out over two years - amounts to
less than 4% of the overall reserves of the Exchange Fund,
which recorded a record return of HKD331 billion in 2025.
While some critics have argued that drawing on the Exchange
Fund sets a risky precedent, officials stress that the one-off,
non-recurring measure is designed specifically to accelerate
the development capacity of the Northern Metropolis rather
than to cover day-to-day operating deficits. Terming the
borrowing as “prudent and manageable”, the Hong Kong
Government expects the city’s debt-to-GDP ratio to remain
below 20% over the medium forecast period, well below levels
in most advanced economies.
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To maintain government reserves while accelerating the
development of the Northern Metropolis and other public
works projects, the Hong Kong Government Financial
Secretary Paul CHAN has proposed raising the borrowing
ceilings of the Government Sustainable Bond Programme
and the Infrastructure Bond Programme from HKD700
billion to HKD90O billion. Issuing bonds to support
infrastructure projects is a common practice worldwide
with many governments issuing bonds to promote
economic development. Indicating strong market
confidence in the Northern Metropolis funding structure,
as part of the 2025 annual bond issuance programme, a
multi-currency green and infrastructure bond was issued
that raised HKD27 billion and was oversubscribed by
nearly nine times, attracting a wide spectrum of investors
from more than 30 markets across Asia, Europe, the
Middle East, and the Americas. Meanwhile, in a report
published by S&P Global Ratings in May 2026, the rating
agency expects government-related entities (GREs), such
as the Hong Kong Railway Corporation (HKRC), to reduce
the Hong Kong Government’s direct fiscal burden through
taking on larger roles, higher spending, and more debt to
support the Northern Metropolis project. This approach
also opens the way to private investment, which can
become a credit multiplier. The HKRC has committed
approximately HKD60 billion to advance rail and property
developments in the Northern Metropolis over the next
five to six years.
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In light of the establishment and development of Hong
Kong’s forward-looking digital asset framework in recent
years, in conjunction with other approaches, a possible
Northern Metropolis funding solution could explore
innovative financing instruments such as stablecoins.
Hong Kong has already implemented a licensing
regime for issuers of fiat-referenced stablecoins, with
the first batch of licences issued in April 2026. This
places Hong Kong among the first major international
financial centres to offer a bespoke regulatory pathway
for stablecoin issuers. Both Hong Kong and the US

are leveraging digital ledgers to combine the transfer
of an asset (the stock) and the payment (the cash)

into a single simultaneous operation. This eliminates
settlement risk and the need for intermediaries

to manually reconcile trades. The reserve assets
supporting the issuance of fiat-referenced stablecoins
will be used to buy high-quality high-liquidity assets,
of which Government bonds supporting the Northern
Metropolis projects are obvious choices.

Previous experience

The design and development of large-scale infrastructure
projects are not new to Hong Kong. The recent mixed-
use development around the Kai Tak area, multiple new
towns including Sha Tin and Tseung Kwan 0, and the
Airport Core Programme provide robust blueprints for
the Northern Metropolis. While not on the same scale
or level of complexity as the Northern Metropolis, when
completed in the 1990s and the early years of the new
millennium at a cost of about HKD160 billion, the Hong
Kong Airport Core Programme comprised 10 large-scale
infrastructure projects centred around the construction
of the Hong Kong International Airport at Chek Lap Kok.
Together with Tung Chung — a completely new town
built on North Lantau to house thousands of airport and
airline employees — and the Hong Kong International
Airport built on an artificially reclaimed island, the
Airport Core Programme expanded Hong Kong’s useable
landmass by about 1%. Then, as now, there was robust
debate over the cost of the project. The Airport Core
Programme projects were funded through three main
channels: direct government expenditure, public equity
injections into statutory bodies, and private sector
participation. To reduce costs, alterations were made
to the original plan. These included shortening the
distance between the two main towers of the Tsing Ma
Bridge and the construction of the Airport Railway as a
double-track railway.
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While the Northern

Metropolis is ultimately
expected to house about
2.5 million residents,

the supply pipeline of
residential properties

will be developed in
incremental phases based
on a series of policy-driven

timelines. 99



Phased and measured residential property supply
Discussions regarding how to address Hong Kong’s residential
property market challenges have been in existence for a

long time. At the heart of the issue is the scarcity of land
available for residential development. Despite Hong Kong
covering a land area of 1,106 square kilometres, only 7% of
the total land is designated for residential development, with
significant portions reserved for conservation and low-density
uses, according to the Hong Kong Planning Department.
Exacerbating the situation, for many years real estate in Hong
Kong has been viewed as an investment asset rather than

a basic necessity. To break free from this cycle, economists
and think tanks emphasise that Hong Kong must continue to
diversify its economy and aggressively advance new initiatives
such as the Northern Metropolis. While the Northern
Metropolis is ultimately expected to house about 2.5 million
residents, the supply pipeline of residential properties will be
developed in incremental phases based on a series of policy-
driven timelines.

Attempts to address Hong Kong’s land and housing constraints
are not new. Between 1971 and 1982, the Hong Kong
Government initiated a ten-year plan to house 1.5 million
residents by building of a series of “new towns” across the
city’s New Territories. While the initiative temporarily met
housing needs and created modern satellite communities,

the pace of new land development and town-building

slowed drastically after the 1990s, creating a supply-demand
imbalance. At the same time as the New Towns were being
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developed, a mechanism was put in place that ensured the
possibility of excessive supply of land for residential housing
would be largely avoided. In 1976, for the “protection of the
countryside” and “open air recreation”, the Country Park
Ordinance was introduced, creating a legal framework to
protect about 400 square kilometres or about 40% of Hong
Kong’s land mass, from extensive residential and commercial
development. At present, there are 25 country parks and 22
designated special areas.

Designed to support Hong Kong’s development over the

next two decades, according to the Hong Kong Government,
solutions to address the city’s long-term housing goals

will be rolled out in controlled phases. While the Northern
Metropolis is ultimately designed to house about 2.5 million
residents, the supply pipeline, such as the targeted 17,000
annual private housing completions across the city, will

be constructed in stages. Instead of flooding the market
with unconnected residential parcels, sizable lots are to be
packaged to include both residential use and commercial/
public facilities, naturally phasing the rate of housing delivery.
Furthermore, the intentional creation of “home-work balance”
means that a large portion of the housing is designated to
absorb the inflow of professionals expected to relocate into
the Northern Metropolis. The result being that instead of
lowering prices, increased residential property supply will
serve the critical goal of making housing more manageable
for end-users without diminishing developer or investor
confidence.

During the past half century it is worth noting that, while the
Hong Kong Government has developed or expanded a number
of large-scale new towns including Tsuen Wan, Sha Tin, Tuen
Mun, Yuen Long, and Tin Shui Wai, historical data shows that
the city’s housing prices have continued on an upward trend
over the long term. It is also worth noting that unlike the
New Towns that have been built, which are predominantly
commuter towns where people live but travel to Kowloon,
Hong Kong Island, and other parts of the city for work, the
Northern Metropolis’ “industry-driven and infrastructure-

led” approach focuses on job creation alongside housing.
Furthermore, with at least 100 hectares of land already
assigned to Hong Kong universities to establish new campuses
and R&D centres across three Northern Metropolis sites,
additional demand for housing for teaching staff and students
can be expected. For example, the Hong Kong University of
Science and Technology has allocated HKD7 billion to finance
the building of a new medical school campus, which includes
a new complex in the Northern Metropolis.
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