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Economic performance in 2012 Q2
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Economy showing tepid growth in Q2
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Exports of goods still lacking momentum

BT (%)

Rate of change in real terms (%)
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. Exports of goods
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Exports to EU[ fell the most among major markets

A TP B
Hong Kong's merchandise exports in volume terms
HF s (%)

Year-on-year rate of change (%)

ey B B e Rl I ER Pl
EU USA China Japan Other Asia

2010 Annual 6.6 14.5 20.0 15.5 25.1
2011 Ql 6.6 54 19.3 4.1 23.6
Q2 -0.9 -12.0 -2.5 -5.9 13.1

Q3 -4.3 -15.1 -6.2 -4.1 12.2

Q4 -8.3 -11.0 2.8 -2.3 6.2

Annual -2.2 -9.2 2.5 -2.2 13.4

2012 Ql -9.7 -7.1 -7.8 -1.5 -7.4

Q2 -12.2 0.5 -0.3 1.7 -1.9
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ervices Faiso slowed....
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i Exports of services
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N Year-on-year change
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i - o 7-0.3%
: R AR F 1T

7 Seasonally adjusted quarter-to-quarter change
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...but mbofmd tourism stayed vibrant

= IR (%) 7 R (%)
40 Year-on-year rate of change in real terms (%) . Year-on-year rate of change (%)
: — BRI RS 5 e
35 1 Financial and business services 35 BT R 5
] Y L S ] Travel services in real terms
3 SR EL R 1
30 . Trade-related services 30 1 —FliEE & ok
25 1 — iy 25 1 R/isitor arrivals
. Transportation services E
20 A 20 A
15 3 15 3 15.3%
10 7 10 9.6%
5 3 5 3
0 : .070 7
; Mew 07
5 T 5T
-10 + -10 T
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Domestic sector
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Private consumptlon remalned on the growth path

PIETEETR S (%)

Rate of change in real terms (%)
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i Private Consumption Expenditure
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i Year-on-year change

3.7%
] 10.6%
i Seasonally adjusted quarter-to-quarter change
Ql Ql Ql Ql Ql Ql

2007 2008 2009 2010 2011 2012
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Invest:npent spendlng[érew further amld a surge in

building and construction activities
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7 TR (%)

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

. - Bdn ~ @I PR T
A BIPRIE R T A A AR Expendlture on machinery, equipment
Gross domestic fixed and computer software
capital formation
1 12.4%

] 5.7%
3A /\ o
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: f1 0% s

Expenditure on building
] and construction
Ql Ql Ql Ql Ql Ql
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Labour market stlll in a state Of full employment

LW F (%)

Unemployment rate (%)

12
10
| [ (7
g A Lower-skilled workers
) i
6 Overall
4] 3.5%
i 3.2%
2 A ]ﬁi MR 1.8%
] rofesswnal and
- managerial staff
O T T T I T T T I T T T I T T T I T T T I T T T I T T T I T T T I T T T I T T T I T T T I T T T I T T T I

QL QI QI QI QI QI QF QI QI Q& 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



TRy T E T AL R

Labour Wages and earmngs osrew appreciably further
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= RS (%)

Year-on-year rate of change (%)
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1 Average monthly employment earnings

. of full-time employees in the lowest decile group

: - R 0%
- A Wage index // e
E /' = /X
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: Index of payroll

1 per person engaged
Ql Ql Ql Ql Q1 Ql
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Inflation
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Und lying inflation eased further as 1ncreases in food

prices and rentals gradually tapered
B I?Fﬁ"wf’l f’@?ﬁrﬁ‘%ﬁﬁ}ﬁﬁ RISE RS R !

Contribution to the year-on-year rate of c ange in the underlylng Composite Consumer Price Index by major component

(%0)
7.0 7
E P
= 1 Others
6.0 LRGP
. Transport
5.5 E D I I ’ F{)— /s
50 - Private houmngluwtals
i O &
4.5 E Food
40 & FbAR A R
] Underlylng CCPI

3.5

1.1

2.1 2.2 20

18 1.9 1.9 1.7

1.4

0.6

11 03
0.0 1 =0

-
QI10 Q210 Q310 Q410 QII1l1 Q211 Q311 Q411 Ql12 Aprl2 Mayl2 Junl2
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Local property market
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Rise in overall flat prices tapered
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in more recent months...

A qe 4 E[=100)
Index (1997 Oct=100)

100174 7] _F = (e dpile
Residential price mdex
(100 sq mor above)

PR = R

Overall re81dent1al
price index

70 AR P A R
Residential price mdex
(less than 70 sq m)
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...and trading fell noticeably

FF g I[ [T—‘}EIJTE I
Agreements received
16 000
2010 15| =11F] 2 155
12 000 - 2010 Jan-Nov average
8 000 m B uip
4 000 Ml -
0

09/10 12/10 03/11 06/11 09/11 12/11 03/12 06/12

18



500

400
300
200

100

§'JL
I]E

Number of confirmor transactions

9 EITLRT ) ST g
The Special Stamp Duty continued to curb
speculative activities

L pARCT ! I AR (%)

Share to total transactions (%)

pEﬁj’i ! ELIF“;W LB (7 F AR
Confirmor transactions as a share of
total transactions (RHS)

Jﬁfﬁﬁ 2N pAREE T (S AEASY
Conﬁrmor transactions (LHS) 20107 15| =11 5|2 5§

2010 Jan-Nov average

-53% | -53% | -58%477% |-70% |-71% |-92% |-83% |-85% |-92% | -94% | -96% | -94% [-93% |-86% [-91% [-91% [-93%[-94%
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2011 2012
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Mortgage payment to income ratio remained elevated

el
Repayment-income ratio” (%)

100 |
%0 | FHEIRET
] Less
80; Affordable

] 20127 517 % 549 46
i 2012Q2 : around 46 \/
60 - 1991-2010 7 144
] 1991-2010 average
£ TR A W (1991-2010 averz &) o .....\
40 - v
30 - e
5 FIAEIREEE
20 - .More
. Affordable
10 -
0+ttt
89 90 91 92 93 94 95 96 97 98 99 00 Ol 02 03 04 05 06 07 08 09 10 11 12

L) 45 K B o O B RS BB T0%00 5 520 ) ARSHE 117 EL 11 B (T SR T O ) b
ote : (") 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
ofhouseholds (excluding those living in public housing).

20



25 000

20 000

15 000

S Notification of commencement
of general building and
superstructure work
0 } } T T T } T T T } }
Ql Ql Ql Ql Ql Ql
2007 2008 2009 2010 2011 2012

BLTEY S 0[RS R
Construction works for residential property increased
noticeably in recent quarters

(= EHT O REE T (P9 P2 Eaidld)

Number of domestic units (four-quarter cummulative)

R R S

SR g (ﬂJ—EL%pJ H
RS A

Consent to commence

general building and
superstructure work
2002F =2011F = $5§r

2002-2011 average

2002=F Z2011= = 58y
2002-2011 average
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Growth in residential m rtgage lending moderated visibly

4.5%

7 [HRL = SR ETR
Outstanding residential mortgage loan
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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Increasing downside risks to global economy

B s Bla sl 13 SRS RNERE S B VR
Unsettling euro debt crisis remains the key threat to the global
economy

L5 R R R S S
I

ny soverelgn default or disorderly exit from the eurozone
would trigger another round of global financial market turmoil

Wﬁ“\:@#g%j = T LJLsr 2 Frﬁ jg FIE] 40

US recovery still unsteady; uncertam scal pohcy outlook

RV A BT IR R 2 s s RS
Asian and emerging CCOIIOIIEIGS hardly stay unscathed
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EU economy in doldrums

2 IR ES (%)
Quarter-to-quarter rate of change in real terms (%)

B B 7 & AR
3 EU GDP

0 0N RN S
N \== 7
1 \
-2 - —— Germany France
(Rl o 2
3 A Portugal Ireland
WP ST
—— Hungary —UK
-4 = 7 OF] A i
(g
—5 T T T T T

2008 Q1 2009 Q1 2010 Q1 2011 QI 2012 Q1




ﬁﬁﬁw Tiﬁ@m
Eurozone’s 1 ga ing indicators
pointing down

J
ﬁ

Severe unemp?E yment situation

FIEC 20125 6£| =2)008F 9 F [ FfIH-
120 Index 60 June 2012  Compared to Sep 2008
] 7 B PR I B 7 Bk 11.2 13.5
| A EH R Cp AR i Eurozone
. Eurozone - £/ // .
110 - Composite PMI (RHS T35 =/, i
1 i In which :
T - (gl 5.4 y 1.7
100 J L 5 Germany
] I e 10.1 + 22
] 46,5 France
90 4 L 45 V:a/k 10.8 + 3.9
] -87.9 ltaly
— f i 24.8 P 125
80 + 140 Sp‘”"
] L i Y 15.4 ) 6.8
] B Ei b f&mg\) s i Portugal
70 1 Eurozo%e economic 1 35 B 14.8 + 7.6
1 sentiment indicator (LHS) i Ireland
- f ? 1 23.1 } 15.6
i - %
60 TTTTTTTTTTT I|||||||| TT IIIIIIIIIIIIII TTTTTTTTTTT I TTTTTTTTTTT I TTTTT 30 reece
1/07 1/08 1/09 1/10 1/11 1/12

oo™ ghliﬁﬁ%ﬁ;{} £12012:5 SE[grd

ote: (*) Greece’s latest unemployment rate is that for May 2012.

26



o
Greece
HAF]
Italy
A=
Portugal
R
Ireland
R
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e
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No quick fix in eurozone debt problem

HEHPPIIL < A 15T E0)

Percent of GDP (%)
-9.2 165.4
________________________________ 1143.7
-3.9 120.1
___________________________ 1120.7
4.2 107.8
________________________ 1110.7
-13.1 108.2
e oMM22
e 685 __
___________________ 190.7
-5.2 86.1
___________________ 187.5
-8.6 82.3
N L T
o1 2 VR 9520 165FH])
-1.0 81.2 General government gross debt
________________ ) 727 (2016 forecast)
P97 (2011) ZUEVESR T (822011
Government deficit (2011) General government gross debt (up to 2011)

ORI BRI S

Source:

IMF
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US economy losing momentum of late

BT YRR (%) ot

70 -

60
55 1

50

Annualised rate of change (%) .

65

X BHORTRI )

% W= (7148
US real GDP
g-t-q growth (RHS)

{M“Q“’A

l f A

(=]
O

n—
N,

V=
00

600
500
400
300
200
100
0
-100
-200

Persons ('000)

45 -

| swmwrnmg |

3\H\|wl§ﬁT:, EAY - FETSEL |

i _Hfl_ﬂ [ LT 400
ﬂ%y# ey ﬂ[%f US ISM non-manufacturing

(1258 Index (LHS) I -500

1 US ISM manufacturing r

Index (LHS) i -600

-700
-800
‘H}H‘H‘H‘H}H‘HH‘H‘M‘H‘H‘H‘%‘HH‘H‘N‘H‘H‘H‘NH‘H7 _10 -900 \\\\\\\\\\\ ‘ \\\\\\\\\\\ ‘ \\\\\\\\\\\ ‘ \\\\\\\\\\\ ‘ \\\\\\\\\\\ } \\\\\\\\\\\ } \\\\\

ECE  EE Lt
US change in non-farm
| - ) payrolls

1/06 107 108 1/09 110 111 112 16 1/07 108 109 1710 Vil 112
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fribr 4 ST (%)
Index Year-on-year rate of change (%)
IR A b FLI P 4600 1 A 50
SRR R Mainland China's L
Mamland China's manufacturmg PMI exports (RHS) T 40
(LHS, shifted forward by 5 months) B
- 30

1 1 [l ?FJ

| %EHH H [UT

1 (BB [ i/ 5])

| HSBC (hml

manufacturing PMI

1 (LHS, shifted forward T -30

1 by 5 months) s P’jgi ﬁiﬁgghi’ Ig( 3

] il L'ﬁﬁﬂ( T%Hf« fi*% ][n'FJ) T 40

1 Mamland China's manufacturmg PMI i

1 / - new export orders

] (LHS, shifted forward by 5 months) -50
25 ——t—t—t—t—ttt—t——ttt -60

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

Bt et~ 9t B3R B
Mainland’s exports hinges on extellh
yet domestic demand still relatively resilient

0 +——
1/10 4/10 7/10 10/10 1/11 4/11 7/11 10/11 1/12

- i (%)

Year-on-year rate of change (%)

AEIATSE IR

| developments,

IS P 4 il S 7% 1Y
Mainland China's
fixed asset investment

;mwu%ﬂﬁweﬁ
i % I E "IF{[ %El

1 Mainland Chma s retail
T sales of consumer
goods in real terms

20.4%

12.2%

4/12 7/12
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Other Asmn economies also slowed generally

% R (%) VIS R (%)
20 Year-on-year rate of change i real terms (%) - Year-on-year rate of change in US$ terms (%)
] T | 2 AR i SEZRIN
| Gross domestlc product = 1 Exports of goods
15 + ]
i 40 T
§ 30 E,
10 + 1
20 +
5 . 10 a
2.4% :
0 0 -0.5%
2.0% Q 1 62/3
0 —02% -10 1 '54/0
— i 1 —
[ ¥ : South Korea
South Korea 20 1 L
i — - i B |
-5 4 fr ;i . 1 Taiwan
- Wi 4 o ,
— -30 + —fi;njpfﬁz
. g gapore
| Singapore ]
= 1 0 T T T } T T T } T T T } T T T } T T T } '40 T T } T T } T T } T T } T T }
Ql Ql Ql Ql Ql Ql Ql Q1 Ql Ql Ql Ql
2007 2008 2009 2010 2011 2012 2007 2008 2009 2010 2011 2012
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Growth forecasts Worldw

Annual rate of change in real terms (%)

_\..' )ﬁ %
E erally 1|:1arked down

W 20125 1|5

RS 5T E S

Consensus forecasts

i Jan 2012 Forecast
i W 2012 45 | 5] 8.484 31
1 Apr 2012 Forecast
i W 20125 7% | SEH] 6.76.7 ¢ 4
i Jul 2012 Fmecast '
T 3433 3.3
i 3.0 3.1 282928
1 o e 2.62.6
] 2923 21 2.5 2.5
- o S
) -0.30405
NG 7 FIVE P 2 iy Rt Fii Frp AP A = 9) =3k
US Eurozone Mainland South Korea Taiwan Singapore Asia (Ex-Japan) World
China
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Overall busmeEs sentiment turned more cautious in H.K.

181 FE* (F1 7 D 7 F WERTHR S (%)
- Net balance* (% point) Year-on-year rate of change in real terms (%) ”
501 FEPHTR (11858 b
a0 1 GDP growth (RHS) i
-9
-6
-3
- 0
-3
- -6
-30 T B TR S A *‘F‘[ﬁ (5 B 55Y) o
-40 T Expected change in i
-50 + business situation (LHS) - -12
-60 i -15

Ql Q3 Ql Q3 Ql Q3 Ql Q3 Ql Q3 Ql Q3
2007 2007 2008 2008 2009 2009 2010 2010 2011 2011 2012 2012
Féf : ¥5) 2 %’ﬁfﬂfgl s €5 }{J‘?BJ EIﬁFHIIHIJ— %pp@gﬁﬁj[ U R L5 TEEE pjﬁ‘sﬁ?f b 55 i Mgz | pj#;‘sﬁg PP F157 PRV BR o =B
A i A B 0 IR
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 sign, a likely downward trend.
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% 277 TR AR S PR
Yet stable labour market should render s“mort to the
domestic sector

5 451+ (71 53 B i ST (%)
Net balance* (% point) Year-on-year rate of change (%)
; W PR (oY
1 Employment growth (RHS) 4
+ 3
2
1 ll )
] k‘ P
+ - -1
} o N -2
] {3 B S =SR] (5 AR
1 Business expectation L 3
on employment (LHS)

4

Q1 Q3 Ql Q3 Q1 Q3 Q1 Q3 Ql Q3 Q1 Q3

2007 2007 2008 2008 2009 2009 2010 2010 2011 2011 2012 2012

CES %ﬁ?iﬁﬁ*&ﬁﬁﬁm—*ﬁﬁﬁﬁm CRLEIE T AR O T B TN OB O T3 RO B - TR
B R=Ip @ o ) p BRI RS e - RS

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.
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Other positive factors

5 IR 2 RE

Labour market 1n a state of full employment

£ ENSHERRL ; R AR

Local consumption still firm; infrastructure works staying vibrant

?B?%F WEtE [

hriving inbound tourism

AR V- & g S GDPRVFE == [958 LS 1] EEF
Budget package would help boost GDP by about 1.5 percentage
points

e e T
olid fundamentals of Hong Kong and Asia as a whole
BT A R R
Mainland have stepped up efforts to boost the economy
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Barring abrupt external shocks, economy poised to grow
by 1-2% for 2012 as a whole

TR (%)

Rate of change in real terms (%)
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12 E e | ['@
10 - Gross Domestic Product

8 _|

S TEEME NN

4 10-year trend growth

2 (2002-2011) 1-2%
0

D \/

4

6 -

—8 : T T T T T T T T T

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
CEED
(Forecast)
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Inflation set to ta
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external and domestic prices pressures

Year-on-year rate of change (%)
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Wlth slower-than expected easing in Hl, inflation forec sts
for 2012 as a whole are revised slightly upwards

T S (%)

Year-on-year rate of change (%)
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12
10 | Hh R A P
g Underlylng CCPI
6 |
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23
0 ; /
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(Forecast)
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Latest economic forecasts for 2012 as a whole

BIEPE= 5F
Real GDP growth

Headline inflation

B PR
Underlying inflation

=, F—J‘{ _ Elﬁ"’r‘ft‘;ﬁiﬁ”

Forecasts as released o ETVEH]
on 11 May Latest forecasts
1-3% 1-2%
3.5% 3.7%
4% 4.3%
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