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Various external negative factors worsened sharply. In particular, elevated global

inflation and the stepping up of monetary policy tightening by many major central
banks seriously dampened global growth
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The Hong Kong economy improved in the second quarter, but the extent was weaker
than expected. Real GDP decreased at a moderated year-on-year pace of 1.3%, and
rebounded by 1.0% over the previous quarter
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Looking ahead, the markedly deteriorating external environment will weigh heavily on
Hong Kong’s export performance, though the latest adjustments to the quarantine and
testing arrangements for inbound visitors should help exports of services
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Domestic economic activities should revive further provided that the local epidemic
situation remains under control, but tightened financial conditions may pose some
constraints to demand
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Real GDP growth forecast for 2022 is revised down to -0.5% to 0.5%
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Economic performance in Q2 2022
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The Hong Kong economy improved in Q2,
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but the extent was less than expected
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External sector
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Global economic situation worsened sharply
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Merchandise exports recorded a widened year-on-year fall
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Cross-boundary land transportation
only showed modest improvement
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Exports of services recorded a mild year-on-year increase
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Exports of travel services grew visibly; exports of financial services improved;
exports of transport and business and other services fell further
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Domestic sector
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Private consumption expenditure regained lost ground;
but momentum softened in the latter part of the quarter
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Overall investment expenditure saw a narrowed decline
as business sentiment improved
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Labour market
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The labour market improved with
the unemployment rate falling back
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Note: Not seasonally adjusted except for the overall unemployment rate.
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Unemployment rates of consumption-related sectors

fell visibly
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Inflation
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Underlying consumer price inflation

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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Note: Energy-related items include electricity, town gas, liquefied petroleum gas and other fuel, and motor fuel.
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Property market
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The residential property market showed some revival
on entering Q2, but quietened thereatter
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Index of home purchase aftfordability

(i.e. mortgage repayment to income ratio) remained elevated
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The ratio of mortgage repayment for a flat with saleable area of45 sqm (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 for newly approved mortgages. Figures are subject to revision later as more data become available.
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Outlook for the rest of 2022
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Energy prices remain elevated,
while supply chain and transportation disruptions continue
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Note: (*) The price units for commodities are - Europe natural gas (EUR/MWh); North Sea Brent oil (USD/Barrel).
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Inflation in advanced economies is expected
R (%) to stay high this year

Year-on-year rate of change (%)
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Note: (*) Average forecast of consumer price inflation rate by private sector analysts.
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Europe and US central banks will likely
further tighten their monetary policies to curb inflation
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Emerging market and
developing economies

The IMF further cut its growth forecast, and
warned that risks to the outlook are overwhelmingly tilted to the downside
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2022 GDP growth
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Domestic economic activities should revive further provided
that the local epidemic situation remains under control, but
tichtened financial conditions may pose some constraints to demand
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Note: Infection case number includes rapid test results starting from 8 March.
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Import prices will remain elevated, but overall inflation should stay moderate
in the near term amid largely mild domestic cost pressures
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Outlook for the Hong Kong economy in the rest of the year
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Inflation in advanced economies will stay elevated amid supply-side disruptions and
persistent tension in Ukraine, hurting consumer spending
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The stepping up of monetary policy tightening by many major central banks in
response will further dampen economic growth
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The evolving pandemic and geopolitical risks will add further uncertainties
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The markedly deteriorating external environment will weigh heavily on Hong Kong’s
export performance. The expected revival of the Mainland economy should provide
some offset. If cross-boundary logistics disruptions between the Mainland and Hong
Kong show more visible easing, exports may get some relief
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The latest adjustments to the quarantine and testing arrangements for inbound visitors
should help exports of services
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Outlook for the Hong Kong economy in the rest of the year (cont’d)
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Domestic economic activities should revive further provided that the local epidemic
situation remains under control. The Consumption Voucher Scheme will continue to
support consumption demand
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Tighter financial conditions may have some dampening effect on consumer sentiment
and spending. Rising borrowing costs may also make businesses more cautious in
undertaking fixed asset investment
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External price pressures will remain intensive, but domestic cost pressures should
stay mild; overall inflation should remain moderate
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Latest economic forecasts for 2022 as a whole
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