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Economic performance in 2010 Q3
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Econonﬁy remained robust in the third quarter
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External sector
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Merchandisé exports maintained strong momentum
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Asia still the bright spot; Further improvement in
exports to US and Europe
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Exports of services continued to perform well
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Domestic sector
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Private consumptlon picked up further
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Investment spending expanded modestly further after

three quarters of notable expansion
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Unemployment rate fell to the lowest since end 2008

RHF (%)

Unemployment rate (%)

10 -
(S
. Lower-skilled workers
- P
] Overall
] 4.6%
4 - 4.2%

[ 2.2%

rofessional and
managerial staff

0 Tttt

Ql Q1 Ql Ql Ql Ql Ql Ql Ql Q1 Q1 Ql
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

12



10 -

y ey I j:— =

Labour wages and earnings rose further
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Property market transactions were active
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Home purchase af ordabi ity edged up further

Repayment-income ratio” (%
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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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Drlven by low mterest rates and ample liquidity
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The repayment burden to homebuyers Would Increase
should interest rate eventually normalise
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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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Inflation
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Inflation climbed up further as reflationary process

went on
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A summary of local and external inflationary pressures
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Inflation on a general’u
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ptrend in Asia
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Outlook for the fourth quarter of 2010
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Downside risk to economy increased somewhat
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Fading stlmulus effect and inventory restocking in the advanced
economies may drag on export growth in Hong Kong and Asia
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Exchange rates fluctuation and rise of protectionism increase
headwinds on external trade outlook
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Flush of liquidity into Asia posing a risk to macroeconomic stability
and inflation
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Repercussions of European sovereign debt problem may yet to emerge
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Import demand
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HKs external trade out 00k has dlmmed somewhat
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Expected change in business situation
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Yet econo_r%y still supported by favourableé factors
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Firm local consumption and investment sentiments
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Growth In the Mainland and other Asian economies still leading
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Expedition of infrastructure projects
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Business sentiment still sanguine on the whole
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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. 31
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Employment situation also remains positive

51 (157 ) H 5 bR (%)
Net balance* (% point) Year-on-year rate of change (%) .
B S = T (SR - 4
20 - Business expectation 3
on employment (LHS)
-2
005 W BEUTR (7 AR
Employment# growth (RHS) 1
0 0
-10 -
- -2
- -3
-20 -
- -4
-30 -5

QL Q2 Q@ Q4 QI Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q8 Q4 Q1 Q2 Q3 Q4
2006 2006 2006 2006 2007 2007 2007 2007 2008 2008 2008 2008 2009 2009 2009 2009 2010 2010 2010 2010
R B ERCH Y N G - o PR o AL A ORI T O) PR O PORSARIT A T IR - Tk
I i IO T RS
# EAVgRmER "~ b
Notes: * Net balance indicates the direction of expected change in number of persons engaged versus preceding quarter. It refers to the difference in percentage points between

the proportion of establishments choosing "up" over that choosing "down". A positive sign indicates a likely upward trend while a negative sign, a likely downward trend.
# Employment in private sector.
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ST
on Hong Kong for 2010

2010F H #
Economic forecastg

HETREITR A 6.5% (115-6% 1)
Real GDP growth: 6.5% (Revised upwards from 5-6%)

MR 2.5% (FT12.3% f?‘ﬁ)

Headline inflation: 2.5% (Revised upwards from 2.3%)

FLA =SS 1.7% (F11 1.5% _P?f.;ﬁ)
Underlying inflation: 1.7% (Revised upwards from 1.5%)
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