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Economic performance in 2007 Q1
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Salient features of Q1 perf ance
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Above-trend growth over the past 14 quarters
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Continued strength In domestic demand trade and financial
markets underscored the sustained solid economic growth
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Broad-based |mprovement In labour market
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Inflation still moderate



20

15

10

-10

LU e | B T~
Exports sustaining notable growth

e AR PRV ECTTER SR (%)
Year-on-year rate of change in real terms (%)
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Total exports of goods
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Exports of services held up well
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P Ft 3297
External' demand Domesticd
1991 - 1997 10.9 7.5
1998 — 2003 5.9 -0.7
2004 — 2006 12.3 4.3
2007 Q1 8.2 5.1
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driver of the economy
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now an important growth

B 11
GDP

5.3

2.3
7.7

5.6



10

-10

(ICREES e EdL S vl

Consumer demand on a strong upturn
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Year-on-year rate of change in real terms (%)
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Private consumption
expenditure
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Equunn%n cquisition on the rise
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Machinery, equipment
and computer software
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Gross domestic fixed
capital formation
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Constructl st|II weak in overall terms yet prlvate
sector output was stable
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Private building
and construction
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Overall
building and
construction
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Full-fledged improvements in'labour market
FTHE (%)

Unemployment rate (%)
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Lower-skilled workers

Eﬁ RECEEN
Professional and
managerial staff
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External cost pressures creeping up, mainly due to US$ depreciation

S F R PRpuEnEs (%)
Year-on-year rate of change (%)
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] Overall import prices -4.0
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-3 - Import weighted nomlnal EERI
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Note : The import-weighted nominal EERI (IEERI) is inverted in scale for easier comprehension. An increase in IEERI
indicates weakening of the Hong Kong dollar.
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Inflation down because of public housing rental

waiver in February
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CPI Inflation by component:

E'J ;QFE[E, Foodstuffs

I EE'J’%% Meals away from home

== Housing

F*%’*} 1 HRSaK ~ Electricity, gas, water
#it Clothing and footwear

[TuﬁE'JfP/JFﬁI!, Durable goods

f Z‘EJE'JFF”!, Misc. goods

% 3p] Transport

F1 94R755 Other services

;EZ’F%‘ Overall

2006 2007
9% Q4 21— % Q1 = | Mar
3.5 4.4 5.2
1.5 1.8 2.0
4.8 2.2 4.5
-2.8 -1.3 -1.5
5.0 7.2 4.4
-6.3 -5.8 -5.7
2.6 2.8 2.4
-0.1 -0.6 -0.8
2.1 2.2 2.2
2.1 1.7 2.4
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Inflalt%jon still modest

Inflation rate

2004 -0.4%
2005 1.0%
2006 2.0%
2007 F1% (Q1) 1.7%

— *| (Mar) 2.4%

vs 1991-95 9.5%
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Outlook for the rest of the year

-

17



20073EFF| E (9% T DA
Outlook for 2007 stl a number of
positive factors

e

Continued economic expansion in Europe and Japan
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Thriving Mainland economy
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Weak US dollar
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Abundant liquidity in banking sector
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But uncertainties ahead .....
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Mainly from external front:
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Sharper-than-expected US downturn
o ZIGRETRLAE

Global imbalances yet to be resolved
© SRR

Financial market volatilities
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Economic out fk for 2007

R e N RN
Trade prospects subject to more uncertainties because of a
slower US economy

FASTFL R D » ] 9 B )15
Bhut ?(conomy now on a sounder footing to cope with external
shocks

K J%Z’Lﬁ]’ Ry ELHERIRS RN S RIEY Y
D n‘L}estic demand expected to take up bigger role
s Fr e ST ISP B RL A WA RS

,fA ct:ompetitive and fast growing Mainland economy is plus
actor
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Another year of ab d growth in 2007
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10-year trend growth
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Inflation o n 2007

o RYAES] RS
Cost pressures creeping up
— e ﬁjﬁ;ﬁli‘%&
tlghter IaboulE market
Tk b ilfﬂ
US$ and renr[nlnbl movements
o {H& &3 ﬁ@f@i . —JD HE”EE“F" b [Fllfg }[ﬁj’" I ﬂlﬂﬂn{
But rapid productivity growth and lower oil prices from the peak to keep
CCPI upturn at modest pace
o I BRI SER
Various one-off factors to keep inflation down:
F[,LF [nﬁﬁﬁﬁ ENEN:T
Rates waiver for two quarters
- R
Public housing rental cut
= jf’r'— HIJ’TSL;’[ ﬁ-ﬂjﬂf &)

Pre-primary education voucher
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Inflation forecast at 1.5% in 2007

=R RIS RSk (%)
Rate of change (%)

% P

Composite
y\ 1.5

1 1 1 I 1 1 1 I 11 | N

1
N o

1
N

1 1 1 I 1 11 I 11 1

-6 i i i i i i i i i
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 ZQ%E
GIRED)

(Forecast)



: ] F‘—‘ ﬁ%?liﬁu
_atest forecasts for 2007

LR <A UREERE (1 75 S0E S ?l’éﬁﬁ%’ﬁ » +4.5-5.5%
Forecast GDP growth : Unchanged at 4.5 - 5.5%

“%f,iﬁﬁ':'f Ufﬁfﬁg\’?ﬁfﬁ:ﬁiﬁﬁiﬁﬁﬁ ASR] AR 1 1.5%
Forecast CCPI inflation : Unchanged at 1.5%
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