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Economic performance in Q1 2014



HK economy grew modestly in Q1
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External sector



Exports of goods were weak in Q1...
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...though with a visible pick up in March

Hong Kong's merchandise exports in volume terms

Year-on-year rate of change (%)

Overall EU US Mainland Japan Other Asia

2012 Annual -0.1 -10.4 -1.3 3.4 0.9 4.1
2013 Annual 2.8 -0.6 -4.3 4.9 -6.3 4.0
Q1 4.0 -5.4 -5.0 8.5 -4.9 3.8

Q2 2.4 -2.5 -8.0 6.3 -5.5 1.4

Q3 2.0 2.7 -1.0 2.8 -8.3 3.0

Q4 3.1 2.4 -3.6 2.8 -6.2 7.7

2014 Q1 -0.3 1.2 3.9 -2.9 -2.1 3.4
Jan+Feb -1.7 -3.6 -2.0 -2.2 -4.8 0.9

Mar 2.1 11.3 15.8 -4.0 2.6 7.8



Growth In exports of services also moderated
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Domestic sector



Private consumption continued to see growth
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Investment spending grew moderately amid hectic
Infrastructure works
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Labour market
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Labour market remained tight with unemployment rate
falling to 16-year low
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Incomes continued to improve

Index of Payroll per person engaged (2013 Q4)

Average monthly employment earnings of full-time
unskilled (elementary occupation) workers (2014 Q1)

Year-on-year rate of change

Nominal Real
5.3% 1.0%
6.4% 2.0%
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Inflation
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Underlying inflation receded in Q1
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Contribution to the year-on-year rate of change in the underlying Composite Consumer Price Index by major component
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L_ocal property market
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Property market consolidated further in Q1

(EE BB FER
Flat price declined slightly

fRE(—E——F—H=100)
Index (Jan 2012=100)

10H 2H 10 TR EUT
2012 2013 EEEEER
Residential price index
(less than 70 sq m)
{ 1005 KA B ::jéj::::::::
EEERBER B ERIEH
Residential Overall
price index residential
1(100 sg m or above) price index
BRI ER
Overall
residential
rental index

01/12 04/12 07/12 10/12 01/13 04/13 07/13 10/13 01/14

16 000

12 000 -

8 000

4 000

===

HEO

AT 4

EH

Agreements received

FFAE(B/K S

Trading remained at low level

1 11H
1 2010

09/10 03/11 09/11 03/12

10H 24
20122013

1997-20124F

R
1997-2012
monthly
average

09/12 03/13 09/13 03/14

17



Mortgage payment to income ratio still higher than

HRERU A BB

100 _Repayment-income ratio” (%)
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Note : (®) The ratio of mortgage payment for a flat with saleable area of 45 sq m (assuming 70% loan-to-value ratio and tenor of 20 years) to median income
of households (excluding those living in public housing). This ratio is different from the debt servicing ratio published by the HKMA, which is the
ratio of actual monthly debt obligations of mortgagees to their monthly income of newly approved mortgages.
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The Government’s measures to increase flat supply

continued to yield results

ESSSEEXive 1g8
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Note : The above figures included unsold units in completed projects, units under construction but not yet sold by presale, and units from
disposed sites where construction may start anytime.
Source : Transport and Housing Bureau.
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Outlook for the remaining of 2014
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The moderation in Mainland’s economic growth in Q1
was mainly dragged by exports
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Trade and industrial activities in many Asian economies
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The US economy could gain more traction
down the road

The US labour market Leading indicators continued
continued to improve to trend up
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The eurozone economy also turned more stable and
should be able to sustain its recovery
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Eurozone real GDP
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Global growth forecast for 2014

IMF forecasts on 2014 GDP growth

GDP growth
in 2013 Feb 2014 Apr 2014
World 3.0 3.7 3.6
US 1.9 2.8 2.8
Eurozone -0.5 1.0 1.2
Japan 1.5 1.7 1.4
Mainland China 7.7 7.5 7.5

Developing Asia 6.5 6.7 6.7



Overall business sentiment in HK is still positive
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Net balance indicates the direction of expected change in business situation versus preceding quarter. It refers to the difference in percentage
points between the proportion of establishments choosing "better" over that choosing "worse". A positive sign indicates a likely upward

trend while a negative sign, a likely downward trend.
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Except for trade-related sectors, hiring sentiment among
services sectors remains favourable
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Analysis on HK’s economic outlook this year

Downside risks

Relapse in recovery in the US and EU; US monetary policy normalisation and the
accompanying funds flow reversal

Geopolitical tensions on various fronts
Sluggish growth in some emerging market economies
Change in tourist spending pattern

Positive factors

Mainland economy maintaining steady growth

Asia as a whole benefitting from recovery in advanced economies

Hong Kong economy still in full employment; infrastructure works continued
apace
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Looking ahead, HK economic growth momentum is expected to
strengthen, with the pace hinging on the US and EU recovery
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Inflation looks set to ease further (1)

Rental pressures softened on a broad front Wage growth was largely steady
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Inflation looks set to ease further (2)

Subdued imported inflation
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Food inflation also contained
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Latest economic forecasts for 2014 as a whole

Forecasts as released

on 26 Feb |atest forecasts
Real GDP growth 3-494 3-494
Headline inflation 4.6% 4.6%

Underlying inflation 3.7% 3.7%
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Thank you
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