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Economic performance in 2007 Q3
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Economy sustaining above- rend IN"Q3 2007

=2 5 [l R e RIS (%)
Year-on-year rate of change in real terms (%)

1997-2006 = §i= &5
1997-2006 trend growth

Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3
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Salient features of Q3 performance

SIS 2 B 5
Distinctly above-tren A growth over the past 16 quarters

%: ;r t‘[Jé\\ Tﬁ% y [4\[}%_[ “‘J : L’ﬁiﬁ[ﬂ‘[%’lﬁgﬁ 2—11[
CRATN ®7 ﬁLﬁmﬁj |M§?E ﬁ |
Strength In domestic demand, vibrant financial markets and

continued solid growth in trade underscored the sustained
high economic growth

O cm

Broad-based |mprovement In labour market

R

Inflation creeping up
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1981 - 1990
1991 — 1995
1997 — 2006
2007 H1

Q3

E;l

ST 20

YL

Goods

14.6%
14.4%
7.3%
8.4%
6.4%

5t

AR
rts of goods and serwc
respectable growth

T (BT

es sustaining

T35 i
Services Total
8.2% 13.1%
6.1% 13.0%
7.9% 7.5%
10.3% 8.7%
12.3% 7.4%
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Domestic demand gaining further strength,
now an important growth driver

IR S o S LY £

External demand Domestic demand GDP

2004 — 2006 11.7 4.1 7.4
2007 H1 8.7 6.6 6.1
Q3 7.4 8.2 6.2

Q1-Q3 8.3 7.2 6.1
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Consumer demand picking up further

S S [l PRV EETER S (%)
Year-on-year rate of change in real terms (%)

9.7

E FIE
Prlvate consumption
expenditure

| I I | I 1 1 | I L1 1 1

A

1 1 1 I L1 1 1

-+ttt 1+ rtrrtrrrrtrt+ 11t 7Tt 1T 1 1T 1T T T/

Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
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RSO R
Investment remains on the rise

g ﬁ; fl——jf\rp Uy @f‘r{-gr@} (%)
Year-on- )fear rate of change in real terms (%)

8 O R
Machl ery, equment
and computer software

¥

LA Y AT
Gross domestic fixed
capital formation
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Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
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Full-fledged improvements in'labour market
FHE (%)

Unemployment rate (%)

[k ey
Lower-skilled workers

iaﬁkﬁmﬂﬁj
Professional and
managerial staff

11 1 1 Ll L1 1 I 11 1 1 I 11 1 1 I 11 1 1
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4.4
4.1

1.8

010Q30Q1030Q10Q30103Q10Q30103Q1030Q10Q30Q103Q10Q30103Q1Q3010Q3Q103Q1Q3
1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
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arnings picking up

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

| fiE * A A
i Payroll per person engaged

] T
(I sy

CCPI (nettlnq out the effect
of concessional measures)

rﬁl[(ﬁ ?J[E?? e
posite consumer
price index

l l l l l l l l l l l l l l l l l l l l l

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
2002 | 2003 | 2004 | 2005 | 2006 2007

2.7

1.6



SLfipr e B8 = SR
Food price h|ke bemg a world -wide phenomenon
(= F [ﬂﬁ Year-on-year rate of increase)

Epfre
AfRED R P
TH b Eipifl IETF? 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

Q3 17.4 6.8 5.7

Note : (*) IMF data.
A ()BTRS A



BB, (12N
External CJ)St pressures bU|Id|ng ué yet still relatively
moderate in overall terms

= 7 JIJ[ 12 FfpulEEss (%)
Year-on-year rate of change (%)

1 6.8

6 -

i ?Z’E‘EE[ ‘f?ﬁfﬁ
4 - Overall import prices 4.5
o 1.9

~

Ep JDT@ =

N o

S (ISR
ORI TR
-4 ’“FF'#‘M_L l'a)fﬁ Import- welghﬁed nominal EERI
Import prices of food (inverted Sca|e)

-6 [ [ [ [ [ [ [ [ [ [ [ [ [ [ [ [ [ [ [ [ [
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
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 VBRSO EIER | B  — A 2 R e -
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Inflation creeping up

FRE 5 TR TS5 Ry g s -

CPI Inflation by component

F,J, Fﬁ! Foodstuffs
gfene
[='=' Housing

J’%F Meals away from home

”FILT‘”J s KRG - Electricity, gas, water
75t Clothing and footwear

IWE'W”FFI#I Durable goods

[t TEJE'JFF,#, Misc. goods

2 3p] Transport

F 955 Other services

W Overall

2006
Q4
3.5
1.5
4.8
-2.8
5.0
-6.3
2.6
-0.1
2.1
2.1

IS

—j‘jﬂﬂ_ﬁ

5 ,

4.4

1.8
2.2
-1.3
7.2
-5.8
2.8
-0.6
2.2

17
(2.5)

2007

5o

02
4.1
2.0
1.0

2.2
3.9

4.6
1.8

-0.5
2.2

1.3
(2.4)

1.6

(2.7)

Note: Figures in brackets represent inflation rates after discounting the effects of public housing rental waiver
in February and rates concession in Q2 and QS3.

l:l_.

e IRIOERRLETIRR T Bl S R RS SIS F e 51 %

2 B ARG s IR -
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Inflation still modest

Inflation rate Economic growth
1991 - 1997 8.5% 5.0%
1998 - 2003 -2.0% 1.6%
2004 -0.4% 8.5%
2005 1.0% 7.1%
2006 2.0% 6.8%

2007 Fi= % (Q1-Q3) 1.5% (2.5%) 6.1%
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Outlook for the rest of the year

-
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Outlook for . positive factors

o[BS RER IS
Thriving Mainland economy

. X
Weak US dollar

e & %ﬁﬂ‘?ﬁ 1%@@“‘ J

Continued strength in domestic demand

16



(EI7h-E | ABgI ...

But uncertainties ahead .....

= BRE 19} B:
Mainly from external front:

S BRI

Sharper-than-expected US downturn
o ZIGRETRLAE

Global imbalances yet to be resolved
© SRR

Financial market volatilities

17
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Economy p0|sed or 6% growth In 2007

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

A = TS5
10-year trend growth
(1997-2006)

lllllll‘llJ_lllllllll
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1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

2007*

(FERHD
(Forecast)
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2007 Elfli_Ej ENH 2%
Inflation forecast at 2% in 2007

T 5 A PO (%)
Rate of change (%)

4
: e AR

5 Composite 5
— V

0

2

4

-6 I I I I I I I I I

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

EIH
(IgoFreEcI:Ha)st)



T T E
_atest forecasts for 2007

7+ 3% B TR o 1 6%
Forecast GDP growth : 6%

PR GR ST« 2%
Forecast CCPI inflation : 2%
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