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Economic performance in 2012 Q1



15

10

-10

S PETR E— Hbe

EconmEﬁc srowth decelerating further

BT (%)

Rate of change in real terms (%)

I pRER (i

| Gross Domestic Product

- £ 1TV

| Year-on-year change

] /\4 \/\ 0.4%

| \aal 0.4%

I S IR 5

. Seasonally adjusted quarter-to-quarter change

Ql Ql Ql Ql Ql Ql

2007 2008 2009 2010 2011 2012
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Exports of good fell V1s1bly ar-on-year though partly
reflecting the high base of comparison

BETIETRR (%)

Rate of change in real terms (%)

30

E S LI |
25 - ECla!

: Exports of goods
20 1
L 5 8677
10 E Year-on-year change

. /\
] _—\ \ a1 1.8%
0 P>~ —

5 -5.7%

10 1
: PR ﬁ[*%ﬁ}i‘ﬁﬁ%@

L g Seasonally adJusted quarter -to-quarter change
-20 -
-25 : 1 1 1 : 1 1 1 : 1 1 1 : 1 1 1 : 1 1 1
Ql Ql Ql Ql Ql Ql
2007 2008 2009 2010 2011 2012
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Exports to all major markets showing weakness

e Il
Hong Kong's merchandise exports in volume terms
o s (%)

Year-on-year rate of change (%)

i f S 1 FI2: APV
EU USA China Japan Other Asia
2010 Ql -0.6 6.7 32.1 15.1 35.8
Q2 10.4 19.9 18.8 26.2 31.1
Q3 15.8 19.7 26.3 15.4 23.2
Q4 1.0 10.4 7.0 7.4 14.2
2011 Ql 6.4 7.0 20.8 3.2 24.1
Q2 -0.9 -12.4 -2.3 -5.7 12.8
Q3 -3.1 -16.0 -6.9 -2.4 11.7
Q4 -8.3 -12.8 54 -2.9 6.0

2012 Ql -9.3 -7.9 -8.5 -1.9 -7.6
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Exports of services still attained modest growth

HIETIETR R (%)
Rate of change in real terms (%)

20
] s
d Exports of services
15 ~
= SRV
10 - Year-on-year change
5 -
3.6%
i 1.8%
0
] Seasonally adjusted quarter-to-quarter change
-5 -
- 1 0 ) ) ) : ) ) ) : ) ) ) : ) ) ) : ) ) )
Ql Ql Ql Ql Ql Ql
2007 2008 2009 2010 2011 2012
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Thriving inbound tourism ren({ereu strong cushion to
overall exports of services

F B WS (%)

Year-on-year rate of change in real terms (%)

40
— O T P
35 Financial and business services
30 —?“3%7{ ﬁ,J,"EJ e pfﬂfjﬁﬁf
rade-related services
25 = s
Transportation services
20
15
10
5
2.5%
0 3 -0.2%
-1.6%
-5
-10 -
- 1 5 . Ll Ll Ll : Ll Ll Ll : Ll I I : I I I : I I I
Ql Ql Ql Ql Ql Ql
2007 2008 2009 2010 2011 2012

HF i (%)

Year-on-year rate of change (%)

- — Ti\@ﬁﬁﬁ;’%
Travel services in real terms

] — iy s
E/isitor arrivals

15.6%
15.6%

v

Ql Ql Ql Ql
2008 2009 2010 2011

Ql
2007

Ql
2012
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Domestic sector



15

10

-10

RS THER MR

Private consumption growth still strong

BETEETRER (%)

Rate of change in real terms (%)

] R - B
1 Private Consumption Expenditure
i 2% S
. Year-on-year change
i 5.6%
- ‘ 0.2%
: RS AT TR 2 17 °
- Seasonally adjusted quarter-to-quarter change
Ql Ql Ql Ql Ql Ql
2007 2008 2009 2010 2011 2012
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Investment grew strongly furth ejr malnly driven by
machinery and equipment acquisition and infrastructure works

7 TR (%)

Year-on-year rate of change in real terms (%)

30 1
20

10 1

L S R R
Expendlture on machinery, equipment
and computer software

LR
Gross domestic fixed
capital formation

23.1%

12.2%
11.1%

‘5‘-—(\

;[»E};I‘ by_jj =
Expenditure on bulldmg
and construction

Ql
2007

Ql Ql Ql Ql
2008 2009 2010 2011

Ql
2012
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Unemployment rate stayed low

FH (%)
Unemployment rate (%)

10 -
] (e s

; 5 Lower-skilled workers
] i

6 - Overall ﬂ

4 - ‘ N 3.7%
| 3.4%
] —T ,’"}S’/k 5 I —

2 - R ﬁﬁl’“ 1.7%
9 rofessional and
| managerial staff

O lll:lll:lll:lll:lll:lll:lll:lll:lll:lll:lll:lll:lll

Ql QI QT QI QI Qf QI QI QI QI QI QI QI QI
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

FREEPRE gt - H ISR RS At e -

glote Not seasonally adjusted except the overall unemployment rate. 13
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3700

3600
3500

3400

3 300

Total employment at record 1gh

ROEY * BDETRL

AR B (1000)

Total employment

('000)

2012F 15| =

3}:‘&'1ﬁ e FrJ?F‘E”—‘*

] Jan - Mar 2012 compared
| with a year ago
+ 115 500

01/07 07/07 01/08 07/08

=t S Al

ote: Not seasonally adjusted

01/09

07/09

01/10

07/10

01/11

07/11

01/12

3649.6
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Labour v wages and earnings r

1 = B (%)

Year-on-year rate of change (%)

se appreciably

: = IRIBEE ] B i

. Average monthly employment 9 49,

. earnings of full-time employees 9.1%

] 5.6%

] s Qe o 1 1 .

. Index of payroll - E«r? g

| per person engaged Wage mdex

Ql Ql Ql Ql Ql Ql
2007 2008 2009 2010 2011 2012
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Income improved visibly

™

T s
Year-on-year rate of change
e BT
Nominal Real
SRS F T R T (20128 5T ) 5.6% 0.4%
Average monthly employment earnings of full-
time employees (2012 Q1)
=R E] Y B (20125 37— =) 9.5% 4.1%
Median monthly household income
(2012 Q1)
I e (B SO 2 R p e R SR 13.4% 8.4%

T (2012F BT &)

Average monthly employment earnings of full-

time employees in the lowest decile group
(2012 Q1)
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Inflation
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Overall inflation began to ease as increase

in food
prices and rentals peaked out
Lo TP (R = BRI B RS IBE

Contribution to the year-on-year rate of change in the underlying Composite Consumer Price Index by major components

(%)

7.0 1

6.5 @
- Others

6.0 ] B % ]

55 e Transport

N O gEEe

5.0 Private housing rentals
; T

4.5 ] Foﬁi

40 - o Bk Ak AP R
] Underlying CCPI

3.5 4

3.0

0.5
Q1 10 Q2 10 Q3 10 Q4 10 Q111 Q211 Q311 Q411 Q1 12
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Local property market
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Flat pr ces rose 5% durlng Q1

S e £1=100)
Index (1997 Oct=100)

130 4
] A KRS R ik 1997y, i
120 - 1oL J7FFI& = I%IF(?FI’%( Above 9J97 peak: 20%
) Residential price 1ndex 19973
110 - (100 sq m or above) Above 1997 peak: 10%
1 {71997 it
100 Fpa———————— === - - : 10%
E V3 Above 1997 peak: 10%
90 1A 4
: R S A R 3
20 - \ Overall residential
. \\ price index Y.
70 (A '
“1 W
50 | A \
] N\ g% ~ P 70 TR TN = SR
40 - - Residential price 1n ex
) (less than 70 sq m)
3y —-

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

20



un g pd
—

EIECE &y ‘@?H
Residential property trading revived

ey ITJQ\TE [
Agreements received
16 000
1 ] 2010F 1 E| =115 158
12 000 - 2010 Jan-Nov average 1%
il B e e ! S -10% :é%'lk """"""" A A A A A% A AT T
I-lé% -21%
— 130% 34% g
8 000 - v v -54% |-53% | -58% |-60% |-58% |-63% |-69% |-66% Y
v v
— v v v
v il
O | | | | | | | | | | | | | | | | | | | | |
S| FE] ] | L = B DR = EL | DR S RL | UL TR AR ]| R ] | B = B ] - B D] | 2 R | e
Jul | Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr
2011 2012
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Mortgage payment to income ratio rose to
around 46%

e s
100 Repayment-income ratio” (%)

90 - FIPEIEE]
1 Less
80 - Affordable

] 20125 51— % : 59 46
70 2012Q1: around 46 \/
60 1991-2010: = $4(if
] 1991-2010 average
50i ---------------------------- ( ------- g)- -------------
40 - v
30E o 12 .
5 FIHEIREE
20 More
] Affordable
10 -
0 +—r—r——+——+t+--——tt—t—t—t—t-——tt-—— -ttt
8 90 91 92 93 94 95 96 97 98 99 00 OI 02 03 04 05 06 07 08 09 10 1112

() 45T ok B0 PORR R (SRR Y3 70% % % RB20 ) APSEFE T EU A B (] R S R O 1) fobesk -
ilote : (®) 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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Government measures along 4 directions to mitigate the
property market bubble risks

L P RER

Increasing transparency of the property market

2. SEEPR I

Curbing speculative activities

3. MU A e
Raising flat supply through increasing the land supply

4 T

Preventing excessive growth of mortgage lending

23
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The Special Stamp Duty has effectively curbed
speculative activities

R - B e
500 Number of confirmor transactions Share to total transactions (%)

T T PR A (7 Y

Confirmor transactions as a share of

1— total transactions (RHS)
400 A
’ TR BT (s 2010 15| 2 11F| = Hgpr
/ Confirmor transactions (LHS) 2010 Jan-Nov average
300 | A A A A A A A A A A A A A A A A
53% [-53%|-58% |-779% | -70% }71% |-92% |-83% |-85% |-92% |-94% [-96% [-94% |-93% |-86% |-91%| ~
200
\4 v
v
1 —_— v
100 | SN Y M
| N ‘V—V\
i V v
i v v \‘; ﬁ \ 4
0 L L L L L L L L L L L l_l L L J—u L L u L L
S E R JeE] | A EL = B DAl = EL DB ] PUEL | SR ][ E | r R e | B - B E = EL | DR | 2 ]| e
Jul | Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr
2011 2012
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FI (R == 2 = PR =
Medium-term flat supply picked up noticeably

S T 1A (T )

Number of private flat supply” ('000)

Wlaatttinll

2012 5%~ 2 : 53 64 000
2012Q1: around 64 000 units

Jun Sep | Dec | Mar Jun Sep | Dec | Mar | Jun | Sep | Dec | Mar | Jun | Sep | Dec | Mar
2008 2009 2010 2011 2012

() ﬁw?ﬁ%wm LT S 1o 8 LORT 6 S gy ik T T VR R

{‘\?0 '

te: () Including unsold completed flats, flats already under construction but not yet sold and flats on disposed sites where construction has yet to commence.
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Growth in residential mortgage lending slowed down

R (%)

Year-on-year rate of change (%)

D N B
S N B~
T T I

BB IR

Outstanding residential mortgage loan

— [a— [a— [a— —
S N B~ O X®
I T T

5.5%

AN A DD O N B &N X

1 1 1 1
(o20]
T T O

1/02 1/03 1/04 1/05 1/06 1/07 1/08 1/09 1/10 1/11 1/12
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Outlook for the remaining of 2012
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Uncertainties abound in the external environment

BV AR |
European sovereign debt crisis overshadowing global
economy

SRS P > 2 RSO b
Weak US economic fundamentals™ and fiscal
sustainability a lingering concern

‘gﬂ VU BTSRRI D BB RS
pillovers to export-dependent Asian and emerging
market economies

28
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Slower global economic growth this year

IR EURRL S A2 5 & PR e T F AR PO
IMF's 2012 growth forecasts in April 2012

F 1 YETRTRR (%)

Annual rate of change in real terms (%)

1 W2011% 9.9
i 2011
] N 8.2
) H 2012 ] /8 7.3
i 2012 Forecast :
i 39 4.0
4 3.5 34
2.1 2.0
| i7 "
i -0.3
] 0.7
= X B 7 B k: Uk fapvprsE il
World US Euro Area Japan Mainland B 4 “‘%’;if,’}% Developing
China Asia NIEs Asia
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EU economy already in recession

Hrke AT S WD (%)
Index Anaualised g-t-q rate of change in real terms (%)
120 60 6
ﬁi’ﬁ&%ﬁﬁ‘ﬁ% I ! B 7o ok [ |
. e b Ay e ( ET5L) ] Euro Area GDP
EFuro Area s 47
T Composite PMI (RHS) T 55
L -
100 50 01
J 46.7 ]
[ 9282 T
] + 45 :
L al
80 T +40 -6+
] 7 kAN E\ Ay ]
(1Y | 81
- Euro Area economic 1 35 ]
sentimental indicator (LHS) 01
60 rmmrrrrrrTrey : LI : LU N N I I I I B ) : TrrrrrrTrrey : TrrrrrTrTrTa : LI 30 -12 i T T T T T T T T T T T T T T
1/07 1/08 1/09 1/10 1/11 1/12 2007 2008 2009 2010 2011

-1.2%
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US economy fared better than earlier expected

65 1

50 |
45 |
40

35

552

5 ST (%) B SRR (%)
Quarter-to-quarter Annualised rate of fﬁg’(
rate of change (%) change (%) 6 Index
i , B e i 5
14 | s o
- 0T fiaeval
N 22‘2 CEE non-manufacturing Index
/ - 1.2%
- 0
A
T 2 \ \"4
X B
(4 fEL5Y 14
US Leading indicators
1 XD (LHS) i
* A i -
e |4 SR R
US real GDP i q?rilﬁi = * ?F e
1 g-t-q growth (RHS) : L US ISM
1 .10 manufacturing Index
= U U I U u I u u } u } u u } u 7‘12 30 7\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\
Ql Q1 Ql Ql Ql Ql Ql 1/06 1/07 1/08 1/09 1/10 /11 1/12
2006 2007 2008 2009 2010 2011 2012

54.8%
53.5%
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Mainland economy staylng firm

i
Index
B | **HT“E%%T?E'TE[E‘T
Mainland China's P
FlEs? **’?"%—J B PR
e B
Mamland China's

manufacturing PMI-
new exports index

1/06 7/06 1/07 7/07 1/08 7/08 1/09 7/09 1/10 7/10 1/11 7/11 1/12

= s (%)
. Year-on-year rate of change (%)
20
53.3
15
522 |
10 /
FUBSI[” (2972t 3l iy
'%;%[ E” £ ﬂ\‘@\%‘g
5 + FLVBT |2 387y i Mainland China's retail
Malnland China's industrial ¥ sales of consumer goods in
value added real terms
o +—r—r——+r+—r—r—rt—r—r—r—t—ttttrtt

1/06 7/06 1/07 7/07 1/08 7/08 1/09 7/09 1/10 7/10 1/11 7/11 1/12

11.9%
11.3%
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Mainland and Asia as a whole as key engine of global
growth this year

=% RTINS (%)
Annual rate of change in real terms (%)

World 2.6 3.3
2.6 3.5
20125 1 %] g
> T 2012F 1%]
ql}lig&' Jan 2012 27 T Jan 2012
2.3 2.1
i, 7
Euro Area 2012;(;142” -0.5 20125 4 %]
. 0.3 Apr 2012
i 1.9 1.7
Japan : .
2.0 2.0
P
Mainland China 8.4 8.2
8.4 8.2
A R TP = e
Developing Asia E R 7.3
Not Available 7.3

TR AT E SR

Consensus' forecasts

IR EURRL S AR ]

IMF's forecasts
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Business sentlment Of t ade related sectors Domestic segment also to stay firm
revived of late
S e (F 15T S g (F 15T
50 Net balance™ (% point) Net balance™ (% point)
. 50
40 - 40
30 3 30
; 24
20 ] 20 17
10 3 5 104 8
0 3 U N
10 3 10 -
220 ; 20 -
30 _ 30 -
40 - L B R 40 7 —
= Import/Export Trade E Re£a11
-50 4 and Wholesale 250 3
. —Ei A SRS ] — L &
-60 3 Trﬁspoiiion,%toraie ! -60 3 Financing and Insurance
=70 é and Courier Services 270 é
'80 : T ! ! : ! ! ! : ! ! ! : ! ! ! : -80 E T T T : T T T : T T T : T T T :
Ql Ql Ql Ql Ql Ql Ql Ql Ql Ql
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012
ﬁ%t DR OEE RS i?aj}i{iﬂ FiﬁFﬁﬂ'r ZVRREL Y ) o WRLIBES T ELE ) PUBSA T ool RN TR ) AR AR Food PV B o TR
R SR Oy E R E P - PRSD
Note : *  Net balance mdlcates the dlrectlon 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. 34



IR 7

growth expected to strengthen somewhat

51 e (1T B

Net balance® (% point)

VR

Overall busmess sentiment turned more optimistic, economic

’P’
\\\

}'I\-r

5 gV (%)

Year-on-year rate of change in real terms (%)

"[‘E’f-k_lfl @[fI"FI

50 1 ;‘:MIT\‘ ( FI*[E\I;&E’L) | 12
- GDP growth (RHS) I
40 + -
- -9
30 + ] — I
__ —\ —
— L6
20 T+ -
ol 11 /1,
O 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 |_| 1 1 i 0
D1 2007 Q3 2007 Q1 2008 Q3200 Q12009 Q32409 Q12010 Q32010 Q12011 Q32011 Ql|i(,12
-10 + - -3
20 + / ]
ol ERTEE cEE) \
/ Expected change in —_ -9
-40 business situation (LHS) i
-50 + a i -12
60 15
ﬁ%t Do A R ORI pﬁFﬂm— F Vg [f| o R TR A UESRE HT A F 15T P T FB A T F 153 P B o I*E?TFIFIJFJ:
[FIJJ‘@H > ﬁ'JF [E"ﬁ[”tuﬂ ﬁ{ /E
Note : * Net balance indicates the direction 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".

upward trend while a negative sign, a likely downward trend.

A positive sign indicates a likely
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Stable labour market shoul also help the

B (FIoT R
Net balance* (% point)

R %I%Lﬁ’i“

Y ear-on-year rate of change (%)

Acal segment

- s (%)

25 5
] W R RO (A

20 [ — Employment growth (RHS) o - 4
f ] _ =h -~

15 rm A \ I -3
1'd 4 -

10 - 1 - -2
p & v
: NN 4

5T N / -1
] \\,_| M /

0 1 1 1 1 1 1 1 1 1 1 1 1 I/ 1 1 1 1 1 1 O
1 @ @ Q@4 Q Q@ @ Q | R Ry o a1 QB M Q Q@ Q3 Q4 Q Q
12007 2007 2007 2007 2008 2008 2008 2008 “&Q0p 200p 200p 2009 2610 2010 2010 2010 2011 2011 2011 2011 2012 2012

51 ~ -1
- [~

-10 + d NP K e e SEE (A SEL )
- NJA% - v - FI\Jj Fjﬂ’J (I%HVE\)

s ] L Business expectation 3

s 2 on employment (LHS) -

-20 A -4

R SEEIE WY ST S e
RT3 o ) FIEeRIER T gkt -

AU T A PRI 15 I T S ORI ) RS - 0

Note: * Net balance ind1cates 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.
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Other positive factors

o TSR © SR ERE [ S 2

g BT
Buoyant local consumption market; thriving inbound
tourism; hectic pace of infrastructure construction

s WISV RTR Y- B A S GDP VIR EN (7910

1.5 F 7] %{5
Budget package would help boost GDP by about 1.5
percentage points

\-_A

Global economic gravity shifting to the East, Mainland
as key engine of global growth

AN TR ST NS T Z, Ly vy N =R Smm = [ =0
o ZONEIRELS NS o PR = SRS HIPE
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Economy poised for a gradual upturn in the second half,
with 1-3% growth for 2012 as a whole

BT (%)

Rate of change in real terms (%)

14
12 8 % A
10 | Gross Domestic Product
8 |
6 | & SEh Ly =
1 —{ - ’?g?}ﬁt@l‘:&
4 N/ \N / 10-yeartrend growth N\ [ T N_
7 - (2002-2011) 1-3%
0
2 \/
4 -
6 -
'8 - I I I I I I I I I I I I I I
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
CFHD
(Forecast)
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20

16

12

inflation has receded, thereby e

-‘f‘t I%ﬁwﬁﬁ

asi K’s food

inflation pressure from external front

ST (%) ST (%) - ST (%)
Year-on-year rate of change (%) 30 Y ear-on-year rate of change (%) Year-on-year rate of change (%) 3
A £ ‘AL [l J‘F‘ﬁgf( (TN ;
70 FAO Food IndeE (£HS) - 28
(R 60 7 AL VS R 24
§L¢ a Fp[ #I K Import price o foodstuffs (RHS) -
CCPI - basic foodstuffs 50 - 20

China CPI - food (RHS)

— PR A il (F A8

40 16
9.4% -
9.2% 30 - 12
- 9.2%
20 8
- 7.0%
10 - 4
0 -0
- 10 s
] -20 -8
| A 5 ;
. Import price of foodstuffs -30 E -12
-lllllll:lllllll:lllllll:lllllll:lllllll:llll _40 Illlllll:lllllll:lllllll:lllllll:lllllll:llll7_16
2001 2003 2005 2007 2009 2011 2001 2003 2005 2007 2009 2011
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Domestic cost pressures set to moderate as

economic growth slows

T F B (%)
Y ear-on-year rate of change (%) 20
|8
Z QWA
. 2% L 14.0%
A A"‘\b/‘ TN ¢
r A\ A / / - 43%
: ‘\ = <\ ' \ f i 0 0.4%
! \ / \ — PR (R S (Y ‘ i
. \ Fresh letting residential rental (LHS) Y T -5
: O \ — A & (AR ‘ ?
9 Shop rental cost (LHS) + -10
: — BRI & (S A ‘
: Office rental cost (LHS) T 15
: —— BT % PRI Y :
] Real gross domestic product (RHS) B
lll:lll:lll:lll:lll:lll:lll:lll:lll:lll:lll:lll:lll:lll:lll -20
Ql QI QI QI QI QI QI QI QI QI QI QI QI QI QI QI

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
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Economic forecasts for 2012 as a whole kept unchanged

BRGERNE < 1-3%
Real GDP growth: 1-3%

RBLRTIR: 3.5%
Headline inflation: 3.5%

R R 4%
Underlying inflation: 4%
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