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Highlights of the latest economic situation

Hong Kong’s economy grew solidly by 2.9% in Q3 over a year earlier

External demand continued to record visible growth for the quarter as a
whole alongside further expansion of the global economy

Domestic demand held firm; labour market conditions remained favourable

Consumer price inflation went up slightly

Latest real GDP growth forecast for 2018 at 3.2%; underlying inflation rate
forecast slightly revised up to 2.7%



Economic performance in Q3 2018



Hong Kong’s economy grew solidly year-on-year in Q3

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

2 A 2 SRAE
Gross Domestic Product
w1 R
Year-on-year change 5
TR
3.0 1 10-year trend growth 2.9%
e R AT i it e et 2.7%
] LR E M AR
0 FE R
Seasonally adjusted
] quarter-to-quarter change
1.0 .
:\/_\ 0
0.0 : . — —— 0.1%
'10 l T T T I T T T I T T T I T T T I T T T I T
Ql Q1 Q1 Ql Ql Q1
2013 2014 2015 2016 2017 2018



External sector



Supported by continued global economic expansion,
Asia’s export growth remained visible for Q3 as a whole
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Notes: Selected Asian economies include Mainland China, Hong Kong, India, Indonesia, Korea, Malaysia, the Philippines, Singapore, Taiwan and Thailand.
(*) Due to data limitations, the latest figure for importdemand of US, euro area and Japan is Jul-Aug 2018 combined. 6



Hong Kong’s exports of goods sustained notable growth for Q3 as a
whole, yet the pace of growth decelerated in September
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Exports of services expanded moderately
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Exports of travel services grew solidly, exports of other service
components recorded modest to moderate increases

Exports of services

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

Financial Business and

Travel Transport services other services
2017 Annual 1.5 6.1 4.4 0.7
Q3 1.8 6.5 5.0 0.8
Q4 4.0 3.3 8.0 0.7
2018 Q1 13.1 4.1 10.3 1.4
Q2 11.1 3.0 6.8 1.7

Q3 4.9 1.9 3.6 1.4



Domestic sector
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Private consumption expenditure, albeit less buoyant than
In the previous quarters, expanded notably
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Overall investment expenditure picked up significantly
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property products construction
Annual 1.8 1.7
Q3 -3.0 0.9
Q4 9.9 -2.6
Q1 6.1 1.9
Q2 4.9 -1.6
Q3 21.2 -0.3
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Labour market
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Labour market conditions remained favourable
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Note: Not seasonally adjusted except the overall unemployment rate.
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Wages and earnings registered solid and broad-based gains

IN real terms

Index of payroll per person engaged (Q2 2018)
Wage index (June 2018)

Median monthly household income (Q3 2018)

Average monthly employment earnings of full-time
employees of the lowest three decile groups (Q3 2018)

Note: (*) Excluding foreign domestic helpers.

Income*

Year-on-year rate of change (%)

Nominal growth  Real growth

3.8 1.6
3.8 1.2
8.7 6.1
4.2 1.3
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Inflation
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Pressures on consumer prices continued to build up
alongside sustained above-trend economic growth
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Property market
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Residential property market showed some cool-off
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Note: Small/medium-sized flats refer to those with a saleable area of less than 100 m?,
while large flats refer to those with a saleable area of at least 100 m2.



Index of home purchase affordability stayed elevated
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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). 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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Total medium-term flat supply stayed high at 93 000
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Note : The abowve 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 2018
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Global economic growth has lost some momentum of late

+ Mainland: Economy continued to grow solidly, albeit at a slower
pace

o U.S.. Economy continued to grow strongly on the back of the
expansionary fiscal policy

o Euro area & Japan: Economic activities expanded at a decelerated
pace

+ Rest of Asia: Many economies recorded solid but somewhat slower
expansion
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IMF revised down its 2018 global economic growth forecast,
and warned of increasing downside risks

World
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L_ocal business sentiment became more cautious
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Note: (*) Net balance indicates the direction of expected change in business situation versus the preceding quarter.
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HK economy faces increasing external downside risks

Global economic growth has lost some momentum of late

The US-Mainland trade conflicts have weighed on global economic sentiment,
with possible repercussions on trade and investment activities; impacts on
Hong Kong’s economy likely to become more apparent in the near term

Global financial and asset markets could become even more volatile amid
further tightening of financial conditions across advanced economies,
particularly in the US

Developments related to Brexit, Italy’s fiscal situation and geopolitical tensions

also warrant close attention
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Domestic demand may also be subject to more pressure
from the rising external headwinds

+ Consumer sentiment, while still being supported by the
favourable job and income conditions, could increasingly be

affected by the external uncertainties and weaker asset
markets

+ Local business sentiment has become more cautious In
recent months
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L_atest economic forecasts for 2018 as a whole
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