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With both exports and local economic activities weakening sharply, the Hong
Kong economy saw a marked deterioration and contracted by 4.0% year-on-year
in the first quarter. The unemployment rate increased notably
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Looking forward, persisting tension in Ukraine and expedited monetary policy
tightening by major central banks to curb inflation will dampen global economic
outlook, that may continue to weigh on Hong Kong’s export performance.
Nonetheless, cross-boundary transportation disruptions may gradually ease and
provide some relief
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The receding local epidemic and progressive relaxation of social distancing
measures, along with the Government’s various support measures, will help the
revival of domestic demand

2002 L ETERIE FIEETE 1-2%
Real GDP growth forecast for 2022 is revised down to 1-2%
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Economic performance in Q1 2022
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The Hong Kong economy saw a marked deterioration in Q1
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External sector
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Global economic growth momentum
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Cross-boundary transportation was severely disrupted
by the local epidemic

#H
Number
FHPOEREEYRH
Daily average cross-boundary goods vehicle
2018: 18786 2019 17 832 2020 17 028

2021 16 700
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Source: Customs and Excise Department.
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Merchandise exports to the Mainland turned to a sharp fall,
those to most other major markets saw decelerated growth
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Total exports of goods by major markets
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Exports of services contracted
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Exports of transport, financial, and business and other services declined,
while exports of travel services remained at a very low level
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Exports of services
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Domestic sector
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Private consumption expenditure turned to a decline amid
the austere local epidemic situation and deteriorating labour market
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Private consumption expenditure
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Overall investment expenditure saw an enlarged decline
as business sentiment worsened
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Overall investment expenditure
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Labour market
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The labour market was under severe pressure
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Note: Not seasonally adjusted except the overall unemployment rate.
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Unemployment rates of consumption-related sectors surged
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Inflation
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Consumer price 1nﬂat10n rose further in Q1,
but remained moderate in overall terms
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Contribution to the year-on-year rate of change in the underlying consumer price index by major component
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Property market
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The residential property market remained soft in Q1
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Index of home purchase aftfordability
(i.e. mortgage repayment to income ratio) remained elevated
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Notes : (*) 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. Figures are subject to revision later as more data become available. 21
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Outlook for the rest of 2022

22



BB RIREE - NGEGTERANHORNE
Worsened global economic outlook may continue to weigh on
Hong Kong’s export performance
o SEWEBFELER  HegSEIIEEIFNEmERER S ® - IR
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Persisting tension in Ukraine will likely keep international energy and

commodity prices elevated, aggravate supply chain and transportation
disruptions, and dampen economic sentiment
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In the face of mounting inflation, major central banks are expected to
expedite their monetary policy tightening
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The evolving global pandemic and development of China-US relations
will add further uncertainties
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Nonetheless, cross-boundary transportation disruptions may gradually ease
and provide some relief to exports
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Energy and commodity prices stay high,
while supply chain and transportation disruptions persist
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Inflation in Europe and the US may stay high through the year
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Year-on-year rate of change (%)
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Note: (*) Average forecast by private sector analyst.
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The IMF revised down its growth forecast, and
warned that the global economy is subject to unusually high uncertainty
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IMF forecasts for IMF forecasts for
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The easing local epidemic and relaxation of social distancing measures

are conducive to revival of domestic demand
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1000000 Number (log scale) ‘ Index 40
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Note: Infection case number includes rapid test results starting from 8 March.
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Business sentiment improved notably of late
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Note : (*)  The diffusion index is computed by adding the percentage of SMEs reporting “up” to one half of the percentage of SMEs reporting “same”. A diffusion index reading

above 50 indicates that the business condition is generally favourable, whereas an index below 50 indicates otherwise. Respondents are requested to exclude seasonal
effects in reporting their views.
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Import prices may remain elevated, but overall inflation should stay moderate
in the near term amid largely mild domestic cost pressures
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The Hong Kong economy will likely gradually regain momentum

in the rest of the year, but challenges remain
IREREB AR E o SN AT AN IR - NE o [BEAHIEFNEE -
PR RS R e NG B i SRR R - RTINS i it — A 4R
The worsened global economic prospects may continue to weigh on Hong Kong’s
export performance. Nonetheless, cross-boundary transportation disruptions between
the Mainland and Hong Kong may gradually ease alongside the improving local
epidemic situation, thus providing some relief to external trade
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Domestic economic activities should show some revival going forward in tandem with
the receding local epidemic and progressive relaxation of social distancing measures.
The Government’s various support measures will render additional support to domestic
demand

I REEHRBUNE LE )] > E— D RS
It is essential for the community to keep working in unison with the Government to
further stabilise the local epidemic situation

AR NEEIS B S E FE S (AR BRI ARES Y, - TS B AR A
PRI AT
While external price pressures may remain elevated, the still mild domestic cost

pressures should help keep overall inflation moderate
30
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Latest economic forecasts for 2022 as a whole
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Forecasts as released on

23 February
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Real GDP growth 2-3.5%
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