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Economic performance in 2008 Q3
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Economy slowed notably further in 2008 Q3
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Salient features of Q3 performance
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Economic growth slowed notably further
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Growth of exports of goods and services moderated
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Domestic demand adversely affected by asset market
corrections and dimmer economic prospects
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Unemployment rate still relatlvely low but began to rise
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Inflatlonary pressures receding
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External sector
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Exports slackening further as global downturn increasingly set in
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Exports of services still registered a solid growth
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Yet exports of services also affected by the worsening
global economic climate
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Domestic sector
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Consumer spending rose only marginally
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PCE slowed notably due to huge drop in financial service spending
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Investment
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Overall investment spending still recorded a modest growth
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Asset markets
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Stock market saW a S|gn|f|cant correctlon Property market also under

alongside global stock market plunge downward pressure
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Unemployment rate rose marginally along with the economic slowdown
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Inflation
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Inflation tends to level off
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Impact of global financial turmoill
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Synchronised global downturn now underway

World GDP
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Global frnancral crrsrs adding srgnrfrcant downside
risks to HK economy
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Global frnancral crisis mutated Into synchronised
downturn
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Financial markets under exceptronal stress credit

conditions unusually tight
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Key risk facrng advanced economres IS downward spiral

between asset prices and real economy, leading to
prolonged slump
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Increasing impact on Asia in coming quarters
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Transmlssmn mechanisms — how |t
Impacts on HK
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redit market tightness impacting on SMEs
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Unemployment, with feedback on domestic sector
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Sectors expected to be harder hit
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Financial services
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Trading and logistics
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Tourism & congumptlon-
related sectors

b g

Real estate' & construction
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2008 Updated forecasts
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2008 = & REFRE= ™ = 3-3.5%
GDP growth for 2008 mark d down to 3-3.5%
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Global economy likely to worsen, slowing exports further
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Consumer sentiment would remain weak
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Businesses more cautious In making investments and
hiring
s i

Less promising job prospect
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Forecajgt headline CCPI inflation at 4.2%
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Global food and oil prices retreating
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Rebound in the US dollar since July

?Z’F%I%TT‘ PRZRIS = A T YR

Weaker demand conditions amidst the global financial
tsunami
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The Government’s relief measures still effective in the
coming months
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