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Highlights of the latest economic situation

Hong Kong’s economy grew modestly by 0.6% in Q1 over a year earlier

Weaker performance of the global economy, China-US trade conflict and associated
uncertainties weighed on economic growth

The modest year-on-year growth also reflected the high base of comparison in the
same quarter last year

Labour market remained tight; Consumer price inflation went down slightly

Positive developments so far this year: The better-than-expected performance of the
Mainland economy; the solid performance of the emerging market economies in Asia;
the earlier improvement in global financial market sentiments

Real GDP growth forecast for 2019 maintained at 2-3%; underlying inflation rate
forecast remained at 2.5%



Economic performance in Q1 2019



Hong Kong’s economy grew modestly on a year-on-year
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External sector



Weaker performance of the global economy, US-China trade conflict and
other uncertainties continued to dampen Asia’s trade
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Hong Kong’s exports of goods weakened further in Q1, similar to the
situations in many Asian economies
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Exports of services also recorded decelerated growth in Q1
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Exports of travel services saw solid growth,
exports of other service components turned to decline modestly

Exports of services

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

Financial Business and
Travel Transport services other services
2018 Annual 8.7 2.5 5.7 1.3
Q1 12.7 4.1 9.6 1.5
Q2 10.6 2.9 7.0 1.6
Q3 4.7 2.0 2.1 2.0
Q4 7.2 1.0 3.7 0.3

2019 Q1 4.4 -0.9 -0.4 -0.5



Domestic sector
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Private consumption expenditure grew marginally against a
high base of comparison in the same quarter of last year
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Overall investment expenditure continued to fall as business
sentiment has turned cautious since the latter part of last year
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Annual 8.9 -0.6
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Q3 21.0 1.3
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Q1 -1.8 -3.5
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Labour market
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Labour market remained tight
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Note: Not seasonally adjusted except the overall unemployment rate.
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Wages and earnings continued to attain real gains

Index of payroll per person engaged (Q4 2018)
Wage index (December 2018)

Median monthly household income (Q1 2019)

Average monthly employment earnings of full-time
employees of the lowest three decile groups (Q1 2019)

Note: (*) Excluding foreign domestic helpers.

Income*

Year-on-year rate of change (%)

Nominal growth  Real growth

3.7 1.1
4.1 1.0
4.0 1.8
4.2 1.6
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Inflation
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Consumer price inflation went down slightly
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Contribution to the year-on-year rate of change in the underlying Composite Consumer Price Index (CCPI)
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(*) By reference to the new 2014/15-based CPI series.
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Property market
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The residential property market rebounded
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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.
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Index of home purchase affordability (i.e. mortgage repayment to
Income ratio) remained elevated
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Note : () The ratio of mortgage payment for a flat with saleable area of 45 sqg 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

FEHUEH
Number of domestic units
100 000
90 000 +
] AR =2 OFE A SRR N A B H
80000 + Number of domestic units to be available
] in the coming three to four years
70 000 -
60 000 1
50 000 ] T T T : T T T : T T T : T T T : T T T : T T T : T T T : T T T : T T T : T T T : T T T : T T T : T T T
Q1 Ql Ql Ql Q1 Ql Ql Q1 Ql Ql Ql Ql Ql Ql
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
EE PlESFRETEBETEIRE HR RS E - B B R SRR E - ROt 0 T REs 8 THYIEE -
BRI EWMEEER -
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 2019
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Global outlook hinges on the outcome of the trade talks

+ Mainland: Economy has held stable, notwithstanding the external
downward pressures

+ U.S.: Economy still growing solidly, but its private consumption and
fixed investment seem to have lost some momentum

+ Euro area : Economic growth remains modest

+ Rest of Asia: Higher-income economies have showed slower
growth; Developing economies generally have stayed resilient
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IMF revised downwards its 2019
economic growth forecast in April

World

U.S.

Euro area

Japan

Mainland China
Developing Asia

Emerging market and
developing economies

global

GDP 2019 |
growth Change between |
in 2018 Jan Apr : Janand Apr |

3.6 35 33 | -0.2 :
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HK economy continues to face various uncertainties

+ The outlook for the global economy is still clouded by uncertainties

+ US-Mainland trade tensions have escalated again. The US-China
trade relations, together with disputes between the US and its
trading partners, could remain sources of uncertainties, with
potential implications for global economic and financial stability

+ Brexit, geopolitical tensions, and domestic politics in some
advanced economies
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Yet, there have been some positive developments in the
external environment so far this year

+ The better-than-expected performance of the Mainland
economy

+ The solid performance of the emerging market
economies in Asia

+ The earlier improvement in global financial sentiments
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Local business sentiment, albeit still cautious, displayed some
relative improvement

FEERE R (%) AR (H 70 Eh)
Year-on-year rate of change (%) Net balance* (% point) 50
8 - - 50
5 - 40
BE A AR o) | o
4 Real GDP growth (LHS)
- 20
2 - 10
0 - ‘ J -0
5 ’ - -10
: BN TEEE OFEE) (FIEG) |
-4 A Expected change in
business situation (net balance) (RHS) - =30
-6 -
- -40
-8 - - -50
-10 -60

Ql Ql Ql Ql Q1 Q1 Ql Ql Q1 Ql Ql Ql
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Ah (%) FEHER T EGINTHIERT — B ) o BRI TR (IR A ot T EoE ) AU AL E o LR EE
IEEHEIRE R LT - i BRI A m] RERRED
Note: (*) Net balance indicates the direction of expected change in business situation versus the 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. 27



Hiring sentiment remained largely positive

Hiring expectations by sector (net balance*)

18Q3 18Q4 1901 19Q2

Import/export trade and wholesale -7 -1 -6 -4
Retail +11 +13 +4 +1
Accommodation and food services +13 +14 +9 +12
g’er?\?iiggrtation, storage and courier +10 +16 +11 +6
Information and communications 0 +15 -11 +11
Professional and business services -1 +3 -4 -8
Financing and insurance +21 +12 +20 +12

Note: (*) Net balance indicates the direction of expected change in number of persons engaged versus the 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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L_atest economic forecasts for 2019 as a whole

Forecasts as
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