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Economy attaining another quarter of above- trend growth
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Salient features of Q2 performance
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11 quarters above- #end growth
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Exports less sanguine |n Q2
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Nota IJe growth in local cremand as key growth drlver
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Trade and o |st|cs financial and producer, services, and
tourism are t!1 g bright spots; %ut constrgctlon still weak
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nificant and broad-based” job creation; labour income
ained on the rise
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Inflation creeping up but still moderate
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Hong Kong’s total exports of goods by market

e B PR TS (%)
Year-on-year rate of change in real terms (%)

2005 2006
Annual Q4 Q1 Q2

S B (United States) 515 0.9 3.5 -2.4
E 5 (European Union) 16.6 12.5 9.5 4.1
FRYY (Asia) 12.6 15.0 18.9 8.9

Fi (Mainland) 14.2 17.9 23.1 11.4

FI 4 (Japan) 9.6 5.6 8.2 3.0

#ruB (Singapore) 9.0 6.6 2.3 -5.4

[k4E (Republic of Korea) 10.8 19.0 20.9 12.0

719 (Taiwan) 4.1 8.2 10.4 -5.3

Fo s piph (Malaysia) 4.9 17.9 25.6 24.1
#etEl (Overall) 11.2 11.4 14.4 6.4



1981 — 1990
1991 — 1995
1996 — 2005
2005  Annual
2006 Q1

Q2

H1

ETPy

Goods

14.6%
14.6%
7.1%

11.2%
14.4%

6.4%
10.1%

[ R SRS
Exports slowed in growth momentum

s

Services

8.2%
6.0%
1.1%

8.7%
8.9%
8.6%0
8.8%

B

Total

13.1%
13.1%
1.2%

10.7%
13.3%
6.7%
9.8%
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Domestic demand playing an increasingly
Important role as a growth driver
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External' demand Domestic demand GDP
1991 - 1997 10.9 7.5 5.3
1998 — 2003 5.9 -0.7 2.3
2004 15.8 5.1 8.6
2005 10.7 1.9 7.3
2006 Q1 13.3 6.7 8.0
Q2 6.7 5.2 5.2

H1l 9.8 5.9 6.6
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Consumer demand pic upin tandem Wlth Improving employment
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Year-on-year rate of change in real terms (%)
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Investment und pI ned by surge in
machinery/equipment acquisition
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Machlﬁery equment
and computer software
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Gross domestic fixed
capital formation

lllllllll

| U D N D A R D A R A O R I R N R I B

o

[

[

Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2

2000 | 2001 | 2002 | 2003 | 2004

2005

2006



10

-10

-15

O BUEBI % R
Construction still the laggard in current recovery

S RIS PR pUETTERRR (%)
Year-on-year rate of change in real terms (%)
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Private building
and construction
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Overall
building and
construction
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GDP growth led by trading and
financial/professional services oo

2001-2003 2004 2005 Q1

(%) (%) (%) (%)

@L{lﬁéﬁa Manufacturing -9.8 1.7 2.1 7.0
;ﬁé 53K Construction -2.9 -9.8 -6.6 -12.3
ﬁ@w 59K Services 3.0 9.9 7.9 9.7

H53 ~ C BRIV -5.5 13.7 6.6 6.3

Wholesale retall restaura ts and hotels

E RN IR B 7.5 15.4 12.1 13.8

Import and export trades

SELfiET ~ Fr?ftbﬂn E 3.0 13.9 13.5 15.4

Transport storage and communications

= B i g 4.6 21.7 11.0 20.4

Financing and insurance

Bk Ry RS 0.8 1.1 5.4 1.0

Real estate and business services

in I TR E TS 1.3 2.6 0.9 1.3

Communi y, social and personal services 11
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Job vacancies highest since Sep 1997; long-term unemployment down significantly
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Number (‘000 Number ('000
50 (900) 350 oamoer (000)
] ] 03Q2:
] 298 100
. <<&g1¢%§§&,+ i 300 ]
40 i Private sector job vacancies ]
250 4
_ _ R Y
30 200 ] Total number of
: : unemployed 187 000
20 - 1507 R G P EE
. ] Number of unemployed
' 1 for more than 6 months
] 100 -
10 4 5 03Q4:
] 50 - 91500 48 000
o i I 0
M S M S M S M S M S M S M S M S M Q1Q3Q1Q3Q1Q3Q1Q3Q1Q3Q1Q3Q1 Juy

1998/1999/2000 2001 |2002|20032004|2005/2006 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006

12



Ao PO R TR Ifg e T,
Economic upturn leading to broad-ba
LHF (%)

Unemployment rate (%)

i 03Q2
. 9.9
i [ e 03Q2
8 — Lower-skilled workers 8.6
i O%r%all
6 —
i 03Q2
i 3.8
4
] L a2 A
2 ] Ppofessional and
] managerial staff
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Improve ents In labour market

5.7
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Earnings rise back as iab t market improves
= F A TR R (%) FloisF
o Year-on-year rate of change (%) Percent
] S i
6 (e 9 A B0 ) -
. (AL 3.1p
4 — Average employment earnings — -2
. (excluding FDHs) -
2 (left scale) -3
] -3.7 1
0 — [ 4
2 2 - 5
-4 - N " .6
. ! Hfglﬁj@—t M -
-6 ] If[@"l&\) I
N Manpower resource balance* i
8 3 (right scale) - .8
10 - -9
VAT 7777771 11 T T 71 T 1 10
Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Ql Q2
2002 | 2003 | 2004 | 2005 2006

FE (o) 7 B o U B (AR T IR
F\Iote *) Balance of to%al labour demand and Ia ur supply expressed as ratio of labour supply.
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Inflation inching up, yet still very modest

2= S T puknEE (%) ; p——
, _Year-on-year rate of change (%) HAE RS TR E VR I ?”’Jl%i'iﬁﬁ‘?a*i
5 CPI Inflation by component*:
3_
: 2.0 2005 2006
2  EATIA Y # Q4 Q1 Q2
E Comp03|te Consumer
14 Price Index £ A fi’jﬁ#, Food 1.4 09 17
04 — ERE i
] 01 == Housing 2.8 42 49
F‘:Efé_JJ ’ ):‘LZ'{:Q?&—}S'/_’J\‘
Electricity, gas, water 4.0 39 34
*74 Clothing and footwear 0.1  -2.0 -0.7
irﬁiif‘? AR mfE! [ -6. -5, -6.
it 1o [kE FF'#' Durable goods 6.7 58 -6.6
GDP deflator %3¢} Transport 15 16 1.1
I |*H§F77 Other services 1.1 1.2 1.9
- %Overall 1.3 1.6 20
Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 (%) KU | = S 1% o KRR AR M IR T -
2000 ‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004 ‘ 2005 (*) By reference to 2004/05 CCPI series.

Eiit (#) ZFFDIEFEAE S XE %”HW#’[E‘V‘EJ%?‘T fﬁﬁiﬁ%ﬂ JZ IR F AL i E@r@fﬂﬁr
ote :

(#) From October 2005 onwards, the year 0 -year rates of change in the Consumer Prlce Indices are derlved from the 2004/05-based CPI series.
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Outlook for the rest of the year
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Potential risks
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Igh oil prices hitting the global economy

o X BIREYNE WS R
Weaker growth in US economy

o = IREN B (G
Global trade imbalances
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Positive factors
P PIRER TR
Vibrant growth in Mainland’s economy
F o F | g
Renewed weakening of US dollar
T I e
Improving labour market conditions

BB U TR

e

Pause in US interest rate upcycle

EN*F; A AINIE
Upbeat economic sentiment
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_atest forecasts for 2006

FEE R RUITER S e @ 42 5%
Forecast GDP growth : Unchanged at 4 — 5 %

W PP THREP ORISR © R 108 - i 2%
Forecast CCPI inflation : Unchanged at 2%
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