%

2007 = (S5 ?Ew‘ﬁ?ﬂ\ﬂ
Updated economic recasts for 2007
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17 August 2007




A P e SR AT L
Economic performance and outlook

GDP growth

5.71% (['15.6% Jp =5
revised upward lﬁrom 5.6%)
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6.9%
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Consumer price mflatlon
1.7%
1.3%
BEE
L atest forecasts for 2007

A e~ GDP growth 5-6% (f114.5-5.5% i
revised upward fronﬁ 4.5-5.5%)

I Lﬁﬁu{ CCPI inflation  1.5%  (iéfj 77@ remained unchanged)
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Economic performance in 2007 Q2



= i F OISR 2 PR I g
Economy growth remained broad-based and above trend in Q2 2007

=2 RIS PRV EC TR (%)
Year-on- );ear rate of change in real terms (%)

15 —
10 -
i 1997-2006 = 7= Hi5h
i 1997-2006 trend growth
5 /
0 4 \/ \
ST T T T T T T T T T T T T T T T T T T T T T T T T T T T 1

Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q20Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
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Salient features of Q2 performance

ﬂf{pj‘j 7}({_@%%" H\ﬁﬁ lELIIE:_;EAI Sl {Er i —Jﬁ
Faster economic growth than in Q1 and above-trend over
the past 15 quarters

%zﬁ#;gg;ﬁ , AT éﬁiﬂ(‘]‘ ﬁgﬂ.ﬁﬁg = P
Contlnued strength in domestic demand trade and flnanC|aI
markets supported the robust economic growth

B s

Further |mpr£vement In labour market

AR AR

Inflation still moderate
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Exports showed vibrant growth

Z PREpUH RTINS (%)
ar rate of change in real terms (%)

TotaTe

HETPuLhf
xports of goods

1 11.3

Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2

2000

2001

2002

2003

2004

2005

2006

2007
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TR

Exports of services stayed robust

S RIS PR TSRS (%)
Year-on-year rate of change in real terms (%)

. IRl
7] Engﬁ? of
] services
| BT b
- Offshore trade
i 11.3
— 10.9
T | T | T | T | T | T | T | T | T | T | T | T | T | T |
Ql Q3 Q1 Q3 Q1 Q3 QI Q3 Q1 Q3 QI Q3 Q1 Q3 Q1
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 1 2007
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Consumer demand picked up strongly further

S8 I [Fl S PRI (%)
Year-on-year rate of change in real terms (%)

AR [ 6.6
Private consumption
expenditure

o~

Q1Q2Q3Q4Q1Q2Q30Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
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RTINS S B

Overall investment accelerated to double-digit growth

=2 B FE PR TR (%)
Year-on- Jear rate of change in real terms (%)

R ~ J0H S RN
Machinery, eqmpment
and computer software

Av Z\\ 2
vV

7 BB A Y R
Gross domestic fixed
capital formation

lllllllllllllllllll
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Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
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Further improvements in labour market

THF (%)
Unemployment rate (%)

03Q2
10.0

03Q2

8.5

[k ey
Lower-skilled workers

Ovérall

Eﬁ“x g [
Professional and
managerial staff

1 1 Ll 11 1 I L1 1 1 I 11 1 1 I 11 1 1

1

LU NN (LN L L L L L L L L L L L L L L L L L L L L L L L L
Q10301030Q10Q3Q10Q30103010Q30Q1030Q10Q30103010Q3Q10Q3Q10301030Q1Q30Q1

4.9
4.2

2.1

1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
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Food price h|ke bemg a world -wide phenomenon
(= # [ﬂﬁ Year-on-year rate of increase)

Epfre
AfSEL I R
T E’i@hl’?fﬁ‘, Import prlceg Of which :
World food prices* of foodstuffs From the Mainland

2006 9.8 1.2 0.6
2006 Q1 5.2 -0.3 -1.5
Q2 10.3 0.6 0.1

Q3 10.2 1.5 1.1

Q4 13.6 3.0 2.8

2007 Q1 11.7 4.9 2.8
Q2 7.5 6.0 3.4

Note : (*) IMF data.

E () BIEGRLE AR - 11
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External cost pressures |II containe along with mllder HK$ depreciation

- RIS PR (%)
Year-on-year rate of change (%)

RAEL ES
Ovﬁ?imporﬁ prrices 6.0

3.4

1.9

lllllllllllllll

“ﬁ

AEL T I%?%Hié?ﬁ@?
.ALFF# 51 | FVFF( Import-weighted nominal EERI

o
IIIIK

Import prices of food

-6 [ [ [ [ [ [ [ [ [ [ [ [ [ [ [ [ [ [ [ [
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
2002 | 2003 | 2004 | 2005 | 2006 2007

Note : The import-weighted nominal EERI (IEERI) is inverted in scale for easier comprehension. An increase in
IEERI indicates weakening of the Hong Kong dollar.

o AR P R R g A R e
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Headline nT

CPI Inflatlon by component

E'J =1 ,[} Foodstuffs

bifal 'F'Jiﬁ Meals away from home

[~ %' Housing

Bl KRSk = Electricity, gas, water
g Clothing and footwear

FUTE'J?'JFF[#, Durable goods

[ 2F1% i Misc. goods

2 3¢] Transport

1 {49355 Other services

W Overall

Note: Figures in brackets represent inflation rates after discounting the effects of public

SpIEi2E NN ]

tion down because of rates concession
HAC RS E RIS PN R

Fis

2006 2007
SP4% Q4 21— % 01 2720 % Q2 ElJun
35 4.4 4.1 4.5
1.5 1.8 2.0 2.0
4.8 2.2 1.0 1.0
-2.8 -1.3 -2.2 -15
5.0 7.2 3.9 4.0
-6.3 -5.8 -4.6 -4.5
2.6 2.8 1.8 1.8
-0.1 -0.6 -0.5 -0.2
2.1 2.2 2.2 1.9
2.1 1.7 1.3 1.3
(2.5) (2.4) (2.4)

housing rental waiver in February and rates concession in Q2.

5 B R R R -

I:I_

o RII R RAR S A S R SIS %
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Outlook for the rest of the year

-
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Outlook for 2007 stl a number of
positive factors

H [[—5“[1 f{’}:'irﬁ "l\%llgF{—/ﬂ
Mainland economy still buoyant

AR

Continued economic expansion in Europe and Japan

3
Weak US dollar

IR

Strengthening domestic demand

15



(EI7h-E | ABgI ...
But uncertainties ahead .....

= EORE 91

Mainly from external front:

S BRI
Sharper-than-expected US downturn

© SR PR

Financial market volatilities

o [

Macroecohomic adjustment measures in the Mainland

16



2007 FEFRIFR T Eﬁfa SR
Another year of above tr nld growth in 2007

S 5 RIS PR TR (%)
Rate of change in real terms (%)

10
8 -
6 -
g 5.0-6.0
4 N A f RRREEEEEEEEE
i 4 = R sk
i 10-year trend growth
2 - (1997-2006)
0 -
) _:
4 _:
6 i I I I I I I I I
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 20%7H*
(FEFD
(Forecast)
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Inflation lﬁ{ JIJ n 2007

° [—‘—F[ Lt‘]zmg{‘gl JI:I
UpS|de rlsks Increasing
~ AhffrE
food price hike
_ XA alfv
US$ and renr[mnbl movements
- jE”E El i
high oll prices
IR EES: Y1 S H G
But rapid productivity growth to provide an offset
o BYI BH R R
Various one-off factors to keep inflation down:
S ACIUERINET
Rates concession for two quarters
— & ﬁﬁ“
Publlc housing rental cut
- R HrJ #IﬁFF‘ ™)
Pre- prlmary education voucher
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2007 puspA=SEEI RS . 5%
Inflation forecast at 1.5% in 2007

F RIS EAE R (%)
Rate of change (%)

6 —
4 _
] A R
2 | Composite
— V\ 1.5
0
2
4
-6 i i i i i i i i i
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
CEIHED
(Forecast)

19



: ] F‘—‘ ﬁ%?liﬁu
_atest forecasts for 2007

F 892 BRI [ SRR 5-6%
Forecast GDP growth : Revised upward to 5-6%

“%f,iﬁﬁ':'f Ufﬁfﬁg\’?ﬁfﬁ:ﬁiﬁﬁiﬁﬁﬁ ASR] AR 1 1.5%
Forecast CCPI inflation : Unchanged at 1.5%
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