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Economic performance in 2010 Q2
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Broad- basecf recovery contlnued Into the second quarter
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External sector
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Merchandisé Xports mcreased markedly further
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Intra—reglonal trade showed a resurgence US and
European markets still lagging behind
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(Q3 2008 = 100)
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Exports of services likewise remained vibrant
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Inbound téurism surge
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on strong

influx of visitor arrivals; financial
services less robust
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supportive to relevant trades in services
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Private consumption held firm
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Investment spending
sentiment
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surged, reflectlng positive business
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Unemployment rate ticke up after successive declines

since mid-2009
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Labour wages and earnings picked up further
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Nominal wage index by industry

B ¢ AR (%)
0 Year-on-year rate of change in nominal terms (%)

—AEN[ IR B hﬁk%ﬂ% — i
Import/export, wholesale and retail trades Transportation
— S b — B T R I
8 Financial and insurance activities Real estate leasing and maintenance management
Eﬁ WK S s BEi g
Professional and business services Accommodation and food service activities
6 1 STk §
All industries /\
4 - /
2
~
0 &N —
2+
-4

Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 QI Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Ql
2005 2005 2005 2005 2006 2006 2006 2006 2007 2007 2007 2007 2008 2008 2008 2008 2009 2009 2009 2009 2010

15



R %2l R Y
More firms have raised wages
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markets worldwide
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Property market transactlons were active In most of'th
first half of 2010
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Market activities remained concentrated In
small/medium-sized flats
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S&P agreements for residential

property in 2010 H1
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Secondary market transaction for residential

property in 2010 H1
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Speculation act
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arly rampant relative to
their past trend
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I\/Iortgage rate stayed at Iow level
Interbank interst rate falling to almost zero

7J‘< I

with short-term

# g
; Percent per annum
E F A
5 Mortgage rate*
4-
3
- ~ ] LS AR
i 1 month HIBOR
11
0 ] T T T T T T T } T T T } T T T } T T T } T T T } T T {
2003 2004 2005 2006 2007 2008 2009 2010
() SRR R BRI (R e e B PSR (Rl LS [T RLBER LD 9 ErRU it ek E=fy]
R AR AT -

Note : (*) The mortgage rate is estimated by the share of mortgage loans priced with reference to Best Lending Rate and otherwise priced (including
those pricing with reference to HIBOR) in total new mortgage loans approved and their respective interest rates.
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Home purchase affordability still compared favourably
with the long-term average, largely boosted by low interest

S S S B e S

Repayment-income ratio” (%
100 - pay (%)
90 —

; 199757~ %:92.8
80 1997Q2: 92.8

70 |

60 |

1989-2008F I 15l 1 52.6

50 A 1989-2008 average: 52.6
40 |

30 |

2010 572 &%
2010 Q2 :41.5

1415
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F‘E{: ™ 45j ﬁ‘ﬁF?ﬂ*F“ﬁ‘z?@lﬂ%(lﬁﬁ‘ﬁ‘f@’?@ﬁ?O%b?ﬁf5 205 ) ARISEF= 2T Rl B (T W HE
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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).
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The repayment burd

7 FllsEEAs Rl = R IR P g1 F

to homebuyers would Increase

should interest rate eventually normalise

[FEEE =S gt S
Repayment-income ratio” (%)

70
’ (R R[4 1300R)
j If mortgage rate +300 bps
60 1 \
19892008 Ao § 528 e A
50 1 1989-2008 average : 52.6
40 - A\//
30 -
| 2010 57~ % 415
20 - 2010 Q2:41.5
10 | ‘ ‘ | ‘ ‘ ‘ | ‘ ‘ ‘ | ‘ ‘ ‘ | ‘ ‘ | ‘ ‘ | ‘ ‘ ‘ |
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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).
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Increase In completlon and medlum term supply should
help ensure stable and healthy development of the

property market

EE e
Completion of residential property units

H1

Units

10 0 1y
10 year average
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2001% i pugled = IJTF'[ﬁFg;' o 20107 2011 ERSEHET o
Village houses are excluded since 2001. Figures for 2010 and 2011
are forecasts.
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Private housing supply in the next few years

1

Units

T Fl 1301 Tl < 61 000
Medium term supply : 61 000 unit

i /\

w

2005 2006 2007 2008 2009 2010

Cpli R Nﬁ'“'féﬁﬂﬁ'l ﬁF F%” (iSE{IngE @%HH’E%EEEEWE fib o = =
4 By B RIE TR A

Note : Medium term supply comprises unsold completed flats, flats under construction

but not yet sold, and flats on disposed sites where construction has yet to start.
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Inflation
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Inflation notched up sllghtly upon the further pick-up
In the economy

T Bt (%)

o5 Year-on-year rate of change (%)
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Underlying CCPI
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A summary of local and external inflationary pressures
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Import prices of capital goods
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Import prices of raw materials and semi-manufactures
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Outlook for the second half of 2010
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Near-term Outlook: Positive factors

© [PPSR IS
Strong growth in the Mainland and other Asian economies

o ST B R

Firm local consumption and investment sentiments

RIS

Expedition of infrastructure projects
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The extent of optlmlsm a ong large enterprises held up
rather well

19 48 (F 157 ) H 5 TR (%)
Net balance* (% point) Year-on-year rate of change in real terms (%)
50 - ;I\:M'fw ( l:[)[;?;’@s) . 12
i GDP growth (RHS) :
| -9
30 - :
| -6
20 - -
10 - 3
0 0
-10 - [ 3
-20 - ]
-30 - ii Jﬁ{ﬂ}dj [EF'T@FVLJ ( T)FE;I‘\”E“‘)
: Expected change in 9
=0 business situation (LHS)
=] L -12
'60 ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) I '15

QL Q2 Q3 Q4 QI Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
2005 2005 2005 2005 2006 2006 2006 2006 2007 2007 2007 2007 2008 2008 2008 2008 2009 2009 2009 2009 2010 2010 2010
por EEdEw %"J'ﬁﬁi’ 5';ﬂJ<iEJ5EﬂFﬁﬁfr ZRETY R o RUEES TREEE ) PUBME I Fod PR TR OB FTRE 0T P B TR R
[fi] o Ty BRI R RS
Note : * Net balance |nd|cates the dlrection 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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Yet still on guard for the

(i RN T Ey e = S
grevallmg uncertainties
P E T = R (5 THIE

Sovereign debt problem in Europe

AR DGR
Fading stimulus effect in the advanced economies

KEIRYE T P R

Flush of liquidity into Asia posing a risk to macroeconomic
stability

e = FaF R R T] B Y
Rise of protectionism; exchange rates fluctuation
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ST
on Hong Kong for 2010

2010F H #
Economic forecastg

B PNE~ 3 5-6%
Real GDP growth: 5 - 6%

BRI 2.3%

Headline inflation: 2.3%

B = 1.5%
Underlying inflation: 1.5%
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