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Highlights of the latest economic situation

HK economy grew modestly further in Q1; domestic demand remained
the key source of growth

External sector lacklustre: goods exports grew marginally; inbound
tourism slowed down further
Labour market still in full employment; inflation continued to ease

Property market stabilised somewhat in March; but risks of housing
market bubble still prominent



Economic performance in Q1 2015



HK economy grew modestly in Q1
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Domestic demand remained the key source of growth

Contribution to HK’s GDP growth by key component

(Yo paint(s)__________ , (%)
|
| l
Net exports i Domestic demand 1 HK’s GDP growth
2004-2008 2.3 ! 4.0 l 6.3
2009-2013 1.4 : 4.9 : 28
. . | .
2014 -0.3 i 2.8 | 2.5
I |
2014 QL 01 | 2.6 | 2.7
Q2 -0.6 i 2.6 | 2.0
Q3 0.9 | 2.0 : 2.9
Q4 -1.6 | 4.0 i 2.4
|
| l
2015 Q1 -0.7 i 2.8 | 2.1



External sector



Exports of goods posted only marginal growth
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Rate of change in real terms (%)
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Exports of services remained on a decline

BEHRE (%)
Rate of change in real terms (%)
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...mainly dragged by weakening travel services exports

Exports of services

|
: : Trade-related Financial and  Transportation
: Travel servicesl services business services services
2013 : 18.2 : 0.7 2.2 1.9
2014 , -1.5 : 1.3 1.7 2.6
|
2014 Q1 : 11 Y 25 15
Q2 | -0.6 I 1.5 0.5 3.9
Q3 | -3.8 I 2.7 4.2 2.9
Q4 | 2.9 : 0.8 0.5 1.9
|
2015 Q1 : 45 : 1.1 25 1.6
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Tourist arrivals slowed visibly,
weighing on travel services exports

AR IR (%) Pt BRI (%)
Year-on-year rate of change (%) Year-on-year rate of change in real terms (%)
AR N IR (ZETRAR)
Visitor arrivals (LHS) -
i A 25 Y (AR AR)
Exports of travel services (RHS) - -
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Domestic sector
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Private consumption expanded moderately

BB (%)
Rate of change in real terms (%)
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Steady job and income conditions and positive wealth effect
provided support to private consumption

WARZE M ERE
Income factor Wealth effect
TR R (%) FFEE R (%)
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Investment spending picked up as private sector machinery
acquisitions showed strong growth

b B R (%) Private sector investment spending
20 Year-on-year rate of change in real terms (%) Year-on-year rate of change in real terms (%)
] AR [ 7E B AN AR Machinery, equipment
15 + Gross domestic fixed and intellectual Building and
] capital formation | 13.7% property products construction
o / 2013 115 8.8
- a0 2014 7.6 4.6
5
/\ 2014 Q1 -2.9 5.8
° \/ [— | Q2 125 3.0
. Private sector Q3 122 6.2
f Q4 -1.3 3.6
10 +—+—1+—r"+—+—r—+r—rrt++—rr+rr 2015 Q1 14.8 4.6

Q1 Q1 Q1 Q1 Q1 Q1
2010 2011 2012 2013 2014 2015
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Labour market
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Labour market held largely stable with low jobless rate

KR (%)
12 Unemployment rate (%)

RF 25 T
Lower-skilled workers

AT

6 - Overall
4 A 3.7%
3.3%
5 1 R EHAT
Professional and 1.7%
managerial staff
O T T 1 I T T 1 I L I T T 1 I T T 1 I T T 1 I T T 1 I T T 1 I T T 1 I T T 1 I L I T 1 1 I L I T 1 1 I L

Ql Q1 Q1 QI QI QI Q1 Q1 Q1 Q1 Q1 QI QI QI QI QI
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Note: Not seasonally adjusted except the overall unemployment rate.
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Inflation
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Underlying inflation eased further

EAG S AR EEBIE B R EHAEREAH

Contribution to the year-on-year rate of change in the underlying Composite Consumer Price Index by major component
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| ocal asset markets
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Global stock markets exhibiting some volatilities of late

FERETIBIER
Indices of major stock markets
a9 (201447 A 1H=100)
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Housing market cooled down somewhat in March, but
bubble risk remained visible

Flat price and rental indices

fEs(—E—_—4F—H=100)
Index (Jan 2012=100)
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Mortgage payment to income ratio worsened further

KBRS A PR
Repayment-income ratio” (%)

1995-20144F 15585

2015 F5—2 : 4 64
2015Q1 : about 64

\

EEE
Less
Affordable

\/

\/

BEERES
More
Affordable

50 (1995-2014 average)
40 -
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10 -
O 7\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\
89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 O7 08 09 10 11 12 13 1415Q1
(Y ASTIRREAIEHE R (G Z B Ry 10% K AE 3 B 205F) MHEHE R AR 8 (FEEER A EFRENER) #ItER - iSthRE
SERAMHIEIIEEA SRR FE - RE S tia S35 A E A EEER G H W ARIEEE -
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). This ratio is different from the debt servicing ratio published by the HKMA, which is the

ratio of actual monthly debt obligations of mortgagees to their monthly income of newly approved mortgages.
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Medium-term housing supply expected to rise to record high

EEEUHH
Number of domestic units
80 000 +
75000 |
| KA =TI R IR AR A BB B H
70000 1 Number of domestic units to be available
65 000 in the coming three to four years
60 000
55 000
50 000
45000
40000 | U i
E gEEErh B (FOPR V& HEATE)
35000 + Flats under construction (excluding presale)
30 000 : T ! ! } ! ! ! } ! ! ! } ! ! ! } ! ! ! } ! ! ! } ! ! T } T T T } T T T
Ql Ql Ql Ql Ql Ql Ql Ql Ql Ql
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
&t - M EEF ARG TEI RS LR H - B B ARTHENEAIEE - KEAH L0 mTRERF S THVHEE -
BROE - R ER -
Note : The above figures included unsold units in completed projects, units under construction but not yet sold by presale, and units from
disposed sites where construction may start anytime.
Source : Transport and Housing Bureau.
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Outlook for the remaining 2015
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Global economy likely to grow only slowly in 2015

IMF forecasts on 2015 GDP growth

GDP growth

in 2014 Jan 2015 Apr 2015
World 3.4 3.5 3.5
uS 2.4 3.6 3.1
Eurozone 0.9 1.2 1.5
Japan 0.0 0.6 1.0
Mainland China 7.4 6.8 6.8
Developing Asia 6.8 6.4 6.6
Emerging market and 46 43 43

developing economies
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Mainland economy stayed steady in Q1, but faces
downward pressure

TR (%)
Year-on-year rate of change (%)
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s fixed asset investment (LHS)

th B A B
BETFE M (GIE47)
] Mainland China's retail sales of consumer
T goods in real terms (RHS)
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Still-subdued trading and

Industrial activities

IN Aslan economies

PASE S HE T 0 (%)
Year-on-year rate of change in US$ terms (%)

§=¢7/[as]m
Exports of goods 50
0 1 2.0% O
' -10
— EE
| Korea -20
Taiwan 30
I — i GEEHEEP ) .
Singapore (non-oil domestic exports)
Q1 Q1 Q1 Q1 Q1 Q1 Q1 Qi
2008 2009 2010 2011 2012 2013 2014 2015

40 -
30 -
20

10 -

40

THEEE R (%)

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

TREE

Industrial production

—
Korea

/=

Taiwan

— B0
Singapore

5.7%

-1.0%
-2.7%

Ql Qi
2008 2009

QL Q1
2010 2011

Q1
2012

Ql Q1

Q1

2013 2014 2015

27



36 -
32 1
28 1

24 ]

20

16 1

12 A

Retall sales performance visibly dragged by weaker
tourist spending

HAEHIRE (%)

Year-on-year rate of change (%)

DERE EEf - Ek N EEY)

Jewellery, watches & clocks, and valuable gifts

28.1 27.4 OB R E T

- 7 o Electrical and electronic goods

i 23.3 O = At Z &
] 21.0 ) Other types of retail outlet
1188 oo 194 ey S FTHZER
]p#y 169 R Al retail outlets 16.1

— [*7] 15.8 :
I ] 139 [ *
—o—
| 10.3
R 7.6 7.5 6.8
I 5.8 e *| o
BE 4.2 1.6
I 0.2
o
T T T T T T T T T T T T T T T T
<o

i -7.0 -2.3
i o
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Overall business sentiment turned more cautious

Business expectation by sector (net balance*)

14 Q4 1501 15 Q2

[

Import/export trade and wholesale -10 :____—_1_2_________-15____:

Retai 6 1 +13 18 !

I

Accommodation and food services +13 i____i—ll_________;g___‘:
Transportation, storage and courier services +12 +3 +10
Information and telecommunications +35 +21 +20
Financing and insurance +27 +13 +19
All sectors surveyed +7 +3 +1

it o * RS T AN R ET— R EE o TREER TR (USSR T o ThBE R TR ) VMR B LRV ERE - IEBEE TIAE
7] LTt - i S8R AT RERR S,

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". A positive sign indicates a likely upward
trend while a negative sign, a likely downward trend.



Considerable uncertainties remain on both the domestic
and external fronts

o US recovery slower than expected; growth in eurozone and Japan still
sluggish; Asian economies saw varying degrees of economic slowdown

+ Diverging monetary policy stances — US interest rate hikes still uncertain;
many other central banks eased their monetary policies; increasing
financial market volatility

+ Slowdown in inbound tourism, if protracted, may further undermine the
growth momentum of the domestic economy (such as catering and retail
sectors), with possible spillovers on employment generation
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Latest economic forecasts for 2015 as a whole

Forecasts as released

on 25 February Latest forecasts
Real GDP growth 1-3% 1-3%
Underlying inflation 3% 2.1%

Headline inflation 3.5% 3.2%
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