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Led by inbound tourism and private consumption, the Hong Kong economy continued to
recover in the second quarter of 2023, though the momentum softened on the back of the
strong rebound in the preceding quarter. Real GDP grew by 1.5% year-on-year

B RSB RERE I T ERE2.9%
The seasonally adjusted unemployment rate declined further to 2.9% in the second
quarter

B RN E YR BREEAG DR L 7% R/
Underlying consumer price inflation stayed moderate in overall terms at 1.7% in the
second quarter
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For the rest of the year, inbound tourism and private consumption will remain the major
drivers of economic growth. Yet, the difficult global economic environment will
continue to weigh on exports of goods. The real GDP growth forecast for 2023 is
revised to 4.0% to 5.0%. Overall inflation should stay moderate in the near term. The
forecast rate of underlying consumer price inflation for 2023 is revised down to 2.0%
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Economic performance in Q2 2023
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The Hong Kong economy continued to recover in Q2, though the momentum
softened on the back of the strong rebound in the preceding quarter
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External sector
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Demand for goods In the advanced economies
b 06 remained weak

Year-on-year rate of change in real terms (%)
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Import demand
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Note:  The import demand figure for the euro area for the second quarter of 2023 is based on the information available as of mid-August 2023.
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Exports of goods fell further
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EXxports of services continued to grow markedly...
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...as visitor arrivals surged further
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Number (daily average)
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+ Daily average number of visitor arrivals
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Full resumption of normal !
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Exports of travel services jumped,
and exports of transport services rose in tandem
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EXxports of services
HEEEERE (%)
Year-on-year rate of change in real terms (%)

ek AR AR

iR ZER Ay Financial Business and
Travel Transport services other services
AN
2022 =4F 62.3 3.4 1.9 3.4
Annual
Q1 20.2 -2.1 -6.1 -4.0
Q2 45.5 0.9 2.8 -0.4
Q3 87.8 -5.5 -8.5 -2.9
Q4 94.3 -6.8 7.8 -5.7
2023 Q1 502.6 3.3 -3.3 2.8

Q2 770.7 1.3 =33 1.1
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Domestic sector
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Private consumption expenditure rose notably further
alongside the continued economic recovery
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Overall investment expenditure saw a mild decline
amid tightened financial conditions

BB (%)
Year-on-year rate of change in real terms (%)
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The labour market continued

E—0 R

to Improve,

with the unemployment rate declining further
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Unemployment rates of many ma Jor sectors declined,

and those of the remaining sectors stayed low In general
RIER (%)

Unemployment rate (%)
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Financing, insurance, real estate, and professional and business services
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Public administration, social and personal services
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Inflation
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Underlying consumer price inflation stayed moderate
In overall terms

% EEHRIH B HE AN E BRI B RAVER

Contribution to the year-on-year rate of change in the underlying consumer price index by major component
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] ";" Underlying consumer price inflation rate
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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 consolidation

In Q2

FEEEH FEVEREESVRE
Flat prices No. of S&P agreements for residential property
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Index of home purchase affordability

(i.e. mortgage repayment to income ratio) rose further
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Mortgage repayment-income ratio” (%)
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The ratio of mortgage repayment for a flat with saleable area of 45 sq m (assuming 70% loan-to-value ratio and tenor of 20 years) to median household income (excluding

those living in public rental housing and public temporary 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 2023
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As transportation and handling capacity continue to recover

visitor arrivals should increase further
AR (EH )

Number (daily average)

250 000
- 9 H P IE AR
Daily average number of visitor arrivals
200 000 + 2 H 6 H FEEE P 3t 2 i 2 A )
Full resumption of normal !
travel with the Mainland
starting 6 February |
1
150 000 + [
12H29HEHEE 1 1
10 2E JEO) ALy ok | E L
Lifting post-arrival nucleic acid | : 116 000
testing requirement starting , I
100 000 + 29 December 11 93 000
1
L
[
[
] 1,1
50 000 + ) it
| 1
1
I
] |
0 - —
QL Q2 Q3 Q4 |QL Q2 Q3 Q4|01 Q2 Q3 Q4|01 Q2 Q3 Q4|01 Q2 Q3 Q4|01 Q2] Jul*
2018 2019 2020 2021 2022 2023

iE 1 (%) 202347 AV Rl -
Note: (*) Figure for July 2023 is provisional.
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The improving economic situation and prospects should bode well for

domestic demand, though tight financial conditions may impose constraints
HUE B (%)

8.0 Year-on-year rate of change in real terms (%) . 6.0 %
N b AR R EAEIRTT A8 B IR
GDP 1-month HIBOR
6.0 - A
I 5.0 +
4.0
2.0 / 40 +
0.0
3.0 +
-2.0
-4.0 \ 20 +
EN U TVNGERS
Private domestic
-6.0 1 demand
. 1.0 +
-8.0 -
'100 T T T T T T T T T T OO T T T T T
2013 2015 2017 2019 2021 2023H1 2023 Jan 2021 Jul 2021 Jan 2022 Jul 2022 Jan 2023 Jul 2023

o= Forecast
i TEOH( 24
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Improved labour market conditions and the Government’s various measures that
boost the recovery momentum will provide additional support to private consumption

PR R (%)
Year-on-year rate of change (%)

o BFHELBEENEHERA BT
EF5.4% 80
Median monthly employment earnings of full-time ] h

employees rose further by 5.4% in nominal terms in
the second quarter 60

o BURFIRI 496508 % & B T R 4T BB RN B
BT e AKI330[TTHINTR )] o P 0 S M4 40

BATET H DB | zeges ‘
The Government disbursed consumption vouchers in ] Retail sales

instalments to about 6.5 million eligible persons, 20 A volume

injecting about $33 billion of purchasing power into ]

the market. Of which, the 2"-instalment voucher has ] A

been disbursed starting from mid-July 0

o BUNERmIRE) T TRdy o B EEUEHIRS] ]
SRR A > DIk —25 " BEOEAE ) JEE) -20 -
RUBCA OB & MG > BIEE R ER R FEN ]

TRALEHE HiE ] BRI
The Government has launched the “Hello Hong Kong” -40 - Restaurant receipts

promotional campaign earlier this year to attract ] volume
visitors from around the world, and a series of “Happy 1
Hong Kong” events to stimulate local consumption and -60 +—+———————+—++—+ 7T+

the economy, including the Harbour Chill Carnival and Q1 Q1 Q1 Q1 Q1 Ql Ql
the Happy Hong Kong Bazaar 2017 2018 2019 2020 2021 2022 2023
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_ With inflation remaining high in the US and euro area, _
their central banks are expected to keep interest rates high for some time

HAFE IR (%) o A
6 Year-on-year rate of change (%) Forecast ¢ (%) Forecast
N\ BURAF 5.25-5.5%
Policy rate M | 3.25-
5.0 e 11 3-3%
5 - ERBEF A i il
HAZSAEERER g
-4.2%
I 40 4 US Federal Reserve o, |al~4%
4.1% i federal funds rate target [l 3.75%
4 7 range
3.0 4 11
3 { Z=Ef% [ PCE 11
i 2 20 -
US core PCE 0
5 | inflation rate
: _E E i E—. o 1 (e IS
Y E 2 %S 11 European Central Bank
1 - Euro area core 11 deposit facility rate
consumer price 0.0 1 f
inflation rate
0 -1.0 — 1 T T T T T T T T T T T T T T T 1
Jan Jan Jan Jan Jan 20\21 Jan Mar May Jul Sep Nov Jan Mar May Jul 2023&F
19 20 21 22 23 TAF 22 22 22 22 22 22 23 23 23 23 fEmn
() FL KRS AT B 2003 R AN B TN i - forecast end-2023*
(™) HHEAFIZETA TES [FREVTEH - it -
Notes:  (#) Latest median forecast of inflation in 2023 by private sector analysts.
(") Forecast derived from the relevant interest rate derivatives, calculated by Bloomberg. 26
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Slower global economic growth will continue to
weigh on external demand

e | EEERESASET A
NLFEMES | 00p e R
i 3022 IMF forecasts for 2023
(%) GDP growth in July

° (%)
2R
World e 20
Hh R P 3t
Mainland China 5.0 e
TELIH 2.7 15
Advanced economies
%S 2.1 1.8
BT 3.4 0.9
Euro area
H2 1.0 1.4
Japan
B E LM (LMW FTZE AR TIET A TEH)
(FEZr) 55 45 (Forecast by the Asian
E)evlelccl)_plnﬁ]]A;:a' and) Development Bank in July)
exciuaing tne iviainian
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Overall inflation shoulc

TR (%)

Year-on-year rate of change (%)

15
1 HEOER
Import prices
10
5 4.3% 5
3.7%
0 0
= Overall import prices
BRCHECI{ERE
-5 + = = Import prices of foodstuffs -5
B CER
Import prices of consumer goods
| HE i L {E RS
'10 T T T } T T T } T T T } T T T } T T T }
Ql Q1 Q1 Ql Ql Ql
2018 2019 2020 2021 2022 2023
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stay Moo

15

10

-10

1

SRl

erate in the near term

FEAFSHIRR (%)

Year-on-year rate of change (%)

A pRA

Domestic costs

HyiEiHe
(N\EEETTED)
Office rentals
(8-quarter moving average)

HFE LERH

Nominal wage
index

TN

R HIAH <2
(S8
Shop rentals
(8-quarter moving average)

Ql Ql Ql Ql
2019 2020 2021 2022

Q1
2018

Q1
2023

3.2%

-0.5%
-1.1%
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Outlook for the Hong Kong economy

B IRIESE AR N HEAE S e NFERM A O RV EEE ]
Inbound tourism and private consumption will remain the major drivers of
economic growth for the rest of the year

SR NBE GRS E ISR T IR BT —
As transportation and handling capacity continue to recover, visitor arrivals
should increase further

%%;%;'%5E$DQ—U§:E&§EEE$U2&im%X‘Z iR E eI R B AT RE S
IES

The improving economic situation and prospects should bode well for
domestic demand, though tight financial conditions may impose constraints

5 LiigiEniE - DLRBUR 2 T2 BB e B T RVFE i - R R AN H
BRI N R

Improved labour market conditions and the Government’s various measures
that boost the momentum of the recovery will provide additional support to
private consumption
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Outlook for the Hong Kong economy (cont’d)

o A BRBREUNIRIBINEERHEE OB BB 12 BR
Yet, the difficult global economic environment will continue to weigh on
Hong Kong’s exports of goods

o BRI - INEERRER I EE 2P IR - ARSI B fa e 4K
A SR T — L8 EITBR T - (B AR RBERR A - BAGTT
HIERA AN E S &R AT
As for inflation, external price pressures should recede further. While
domestic business cost might face some upward pressures alongside the
economic recovery, it should remain largely moderate in the near term.
Overall inflation should stay moderate in the near term

30
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Real GDP growth

AR
Underlying
Inflation

20234 P& T

Latest economic forecasts for 2023 as a whole

HH+=H
FTEFRAI
Forecasts as released
on 12 May

3.5%%£5.5%

2.5%

r

BB TR

L_atest forecasts

4.0%%5.0%
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