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Economic performance in 2011 Q3
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External sector
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Total exports of goods fell for the first time since 2009 Q4
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The slowdown in exports was across-the-board
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Exports of services fared somewhat better on the back
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of vibrant inbound tourism
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Private consumption sustained strong growth
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Investment also grew notably, malnly
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Unemployment rate staying at a 13-year low
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Job creation still impressive and gathered further pace
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Labour wages and earnings
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Income improved significantly
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Inflation

16



YIS AL 2 RO 4

Rising intlation is a global- 1de phenomenon
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Food and h

ousmg still key in driving up inflation in the
third quarter
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Contribution to the year-on-year rate of change in the underlylng Composite Consumer Price Index by major components
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Yet food inflation ised somewhat in recent months
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Local property market
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Residential property trading turned quieter
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Speculative activities largely subsided
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Mortgage payment to income ratio retreated to around 46%
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P\Iote (") 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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Outlook for the remaining of 2011

25



91 BIZBU e W P
th

Uncertainties abound in the external environment

S BRI
Economy losing momentum and difficult fiscal
conditions 1 US

P (s 5
Lingering concern over the European sovereign debt
Crisis

I i S35 N HET VT, A = SINE
P SR O It IR RY
cakening external demand weighs on Asian and
emerging market economies
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Growth forecasts marked down
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IMJF 's 2011 growth forecasts in June and September 2011
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Fiscal sustainability in advanced économies is a key concern
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Real GDP Fiscal balance Government gross debt
Growth as % of GDP as % of GDP
FIH HH EH R
2010 2011 (F) 2010 2011 (F) 2016 (F) 2010 2011 (F) 2016 (F)
(o) (o) (o) (o) (o) (%) (%) (%)
[ 7 B: Eurozone 1.8 1.6 -6.0 4.1 -1.3 85.8 88.6 86.6
#EIF Portugal 1.3 -2.2 9.1 -5.9 -1.7 92.9 106.0 110.5
B NF Ttaly 1.3 0.6 -4.5 -4.0 -1.1 119.0 121.1 114.1
BB Ireland -0.4 0.4 -32.0 -10.3 -3.7 94.9 109.3 114.3
%[/Jﬁéﬁ Greece -4.4 -5.0 -10.4 -8.0 -2.8 142.8 165.6 162.8
[1Z=H Spain -0.1 0.8 -9.2 -6.1 -4.1 60.1 67.4 77.4
= B US 3.0 1.5 -10.3 -9.6 -6.0 94.4 100.0 115.4
=3 World 5.1 4.0 -5.9 -5.0 -2.8 73.8 75.3 76.1
iéﬁi’?’%‘?ﬁ 3.1 1.6 -7.5 -6.7 -3.4 98.1 102.9 109.4
Advanced
PO Y] 7.3 6.4 -3.7 -2.6 -2.0 40.9 37.8 30.9

Emerging economies

erR IR BIE ETfﬁsﬁl BT
Source: IMF
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rowth in Asian economies continued to fare better than
advanced economies, though likewise moderating

H 5 WU (%)

- TS (%)

Year-on-year rate of change in real terms (%) Year-on-year rate of change in real terms (%)
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) — (5 5 (17%) —FpsG sy (5.9%) |
EU (LHS) Singapore (RHS) :
F?ﬁ([ﬂ@ﬂ@) (3.4%) 12
aiwan (RHS) i
_10 L 16
Ql Ql Ql Ql Q3
2008 2009 2010 2011
FRELRIIE » PR (A pUBSED S — & 5= SR - RS URLS B - F O SR -
glote Figures in the brackets refer to Q3 2011. Exception is the figure for the EU which refers to Q2 2011. 30
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tion in Asia decelerating notably
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1/07 4/07 7/07 10/07 1/08 4/08 7/08 10/08 1/09 4/09 7/09 10/09 1/10 4/10 7/10 10/10 1/11 4/11 7/11

RIS P Y - 7 HA9T20105 B FIF920% ¢

=+
ilote: * Excluding the volatile biomedical manufacturing sector, which accounted for about 20% of the total value in 2010.
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HK’s export outlook not optimistic amid increasing
headwinds in external environment

F 1 YRR R (%) BTG (%)
Annual rate of change Rate of change PRI b ?FTE‘(? = R (%)
in real term (%) in real terms (%) o6 PMI Year-on-year rate of change (%) i
- 24 i
2 SRR (SRR i ]
World economic C 90 ] ﬁg{{\% gjfﬁ[[ly',[ I (‘FI;@;&L) i
growth rate (LHS) r 62 - }{ong Kong's total exports (RHS) L 30
4 - - 16
i - 20
- 12 -
2 - 8 \ L 10
4 M :
z o
0 v I 0 1 [
T4 464 =
1 - 1 PR ?ﬁ%\'f
2| 18 ] PSP Ay
e 2 e i 7 Hong Kong's PMI shifted r
AP ET LT T (T ARARL) i 42 4 g hong L 20
I-fong %f:g's ﬁtal exporFts (RHS) I _12 - ol gy 2 romi i (LIEES) ~ r
-4 N T ) B R I rerrrrere rerrrrerr I I - 30
1999 2001 2003 2005 2007 2009 2011 * 2005 2006 2007 2008 2009 2010 2011 2012

ERR 0 () BIEREUSEL SR D e - F A (I RS ) -
Source: IMF World Economic Outlook September 2011.
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Business sentlment 0 tride-rel ed Domestic and tourls sectors
sectors turned negative remained optimistic
R Gl (EI 73 %’D 19 R (F 1 7] @IJT)
5 Net balance* (% point) Net balance* (% point)
- 50 1
40 - 40 3
30 3 30 - /!
20 20 -
10 3 10 3
0 \ 0 :
10 _ -10 3
20 - 20 —
30 - -30 -
~40 3 — 1y B A -40 3
-50 ] Import/Export Trade -50 E
E and Wholesale 3 o -
] . — = TH » 55 AR5
-60 3 — s f}?l“ﬁfﬁﬁ;f -60 3 Reiall Acfo cl)dation
70 3 Transportation, Storage 70 3 and Food Services
- s and Courier Services - =
-80 = T T T T T T T T T T T T T T -80 = T T T T T T T T T T T T T T
Ql Ql Ql Ql Ql Ql Ql Ql
2008 2009 2010 2011 2008 2009 2010 2011

F%t DO OMEERERGH ’nﬁJ‘?W FIEER| - F B Y f) o SRLEEE TREE ) PSS R TR ) OB AR T 0 PP B o TR
TR el 8o ) prRERITER g RS

Note : * Net balance indicates the d1rect10n 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 sien. a likelv downward trend. 33
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Stable labour market should help the l(ual segment

51 487 (F 157 15 5T (%)
55 Net balance* (% point) Year-on-year rate of change (%) -
] T R RIS (AR
20 + N - 0l Employment growth (RHS) T -4
15 + — 1 [] -3
) 4
] \v/ \ // B
10 + / -2
i —\\ /
1INV N
5 E— \\ / -1
0 ] 1 1 1 1 1 1 1 1 1 1 x 1 1 1 D [ S - / 1 1 1 1 1 0
1Q Q@ Q@ Q4 Q Q@ Q Q4 Q Q Q3 Q4 01 R Q4 2 Q3 Q4 Q Q@ QB 4
12006 2006 2006 2006 2007 2007 2007 2007 2008 2008 2008 2008 00p 200p 20092010 2010 2010 2010 2011 2011 2011 2011
51 B - -1
-10 5— AN SsLES KC OTEHE (4 <Kl - -2
] (RS S RSV (AR
s ] Business expectation 3
T on employment (LHS) a2 -
20 1 -4

Foor MR W N DRI~ R - VAL T ORI 5) B TR ORI I o P B - TR
f H Sl i PSRRI RS -
Note: * Net balance 1nd1cates the dlrectlon of expected change in number of persons engaged versus preceding quarter. It refers to the difference in percentage points between

Wi

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.
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Economy should be able to attain 5% growth this year
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Global nﬂatlon tended to stabilise, easi ’s food
inflation pressure from the external front

A% AT FIERIEY 2 R (%) A IR 5 R (%)
Seasonally adjusted quarter-to-quarter rate of change (%) Seasonally adjusted quarter- to quarter rate of change (%)
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Lagged effect from earlier'r
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tal surge feedlng through, though
with the pace of increase tapering somewhat lately
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Inflation expected to edge up further betore reaching peak

JH B! =1 Externally:

T g i SR K TSI
e

Global food and commodity prices retreating lately

© L AR
Mainland’s food inflation has peaked

E N T E | Domestically:

Furt er feed throué from the earlier rental increases
: %HE*EQI%MW%

The increase in latest market rentals has narrowed
o gl WS ff £9) JH 6 eV s A

Price pressure should ease llowmg further deceleration 1n the
economy
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Latest Economic forecasts for 2011 as a whole

Real GDP growth

MR

Headline inflation

B RS
Underlying inflation

R I PR e
Forecasts as released
on 12 August

5-6%

5.4%

S5.5%
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Latest forecasts
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5.2%

5.3%
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