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Highlights of the economic situation in Q2 2021
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The Hong Kong economy is on track for recovery alongside the improving global
economic conditions and receding local epidemic. Real GDP sustained notable year-

on-year growth of 7.6%
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The economic recovery remained uneven. Total exports of goods grew strongly
amid buoyant global demand; Exports of services resumed modest year-on-year
growth, but inbound tourism remained frozen; Business volumes in some sectors
such as retail trade and restaurants were still notably below pre-recession levels
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Private consumption expenditure posted faster year-on-year growth alongside the
receding local epidemic and improving labour market situation; Overall investment
expenditure saw an accelerated increase amid improved business sentiment
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Unemployment rate declined visibly; Consumer price pressures remained tame
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Latest economic forecasts for 2021
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The global economic recovery should continue to support Hong Kong’s exports of
goods in the near term, though there may be some moderation in export growth from
the exceptionally strong performance in the first half of the year
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However, the recent spread of the more infectious Delta variant around the world
has cast uncertainty over the global economic outlook. China-US relations,
geopolitical tensions and the evolving policy stance of major central banks also
warrant attention

AT - REEIFHERRE - HE IR BN IRIE A E BRI T T3
Locally, as long as the epidemic situation remains stable, the boosting effect of the
Consumption Voucher Scheme will benefit the consumption-related sectors

202 1R SR I R TEHI 3 5.5% 26.5% + BAEAR R T HI4ERAE 1%
Latest real GDP growth forecast for 2021 1s revised up to 5.5% to 6.5%;
Underlying inflation rate forecast is maintained at 1%




2021555 —F KRR

Economic performance in Q2 2021
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The Hong Kong economy sustained notable year-on-year growth
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External sector
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Regional productlon and tradlng activities were vibrant in Q2,

though showing signs of moderation since the latter part of the quarter
TEE
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Notes: (") Official manufacturing PMI for the Mainland; Markit manufacturing PMI for other economies

(*) The figures for the Mainland in January and February refer to the average rate of change for the two months combined
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Merchandise exports to the Mainland saw notable growth,
while those to most other major markets continued to post visible gains
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Rate of change in real terms (%)
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Total exports of goods by major markets
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Exports of services resumed modest year-on-year growth
from a low base of comparison
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Exports of transport, business and other services improved further
but exports of financial services fell marginally,
and inbound tourism remained frozen

gt e

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

RbR e A R ELAT R S

iR 16 Hify Financial Business and
Travel Transport SErvices other services
2020 4
020 =4 -90.3 8.5 3.0 _11.9
Annual
Q3 -97.1 -24.9 3.6 -11.4
Q4 -90.8 -23.6 3.1 9.8
2021 Ql -77.5 0.2 1.8 *
Q2 16.0 5.5 -04 0.8

SET () HEDTN0.05% -
Note: (*) Change within 0.05%. 10
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Domestic sector
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Private consumption expenditure posted faster growth amid the receding
local epidemic and improving labour market situation

EPEHRR (%)
Rate of change in real terms (%)
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Overall investment expenditure accelerated in growth
amid improved business sentiment

BRI
B R (%) Overall investment expenditure
Year-on-year rate of change in real terms (%) FAFEEENEER (%)
2 B AT R AR Year-on-year rate of change in real terms (%)
i Gross domestic fixed capital formation 23.8% Mees - E R
] KI5 ZE 1 22 o
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Labour market
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The labour market improved in Q2
as economic activity continued to recover
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" Unemployment rate (%)
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Note: Not seasonally adjusted except the overall unemployment rate.
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Unemployment rates of the consumption- and tourism-related
sectors also fell visibly
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Wage growth was the slowest in more than 11 years, but median household
income turned to an increase U A*

BN PR Q02 1FEE —=F)
Index of payroll per person engaged (Q1 2021)

TEFEH (20213 H)
Wage index (March 2021)

FEEEFEH AR TALE (20215 )
Median monthly household income (Q2 2021)

S () FEREMEFERT -

Note: (*) Excluding foreign domestic helpers.

Income*

TG TR (%)

Year-on-year rate of change (%)

HEERK HEER
Nominal growth  Real growth

0.7 -0.5
0.9 -0.6
3.0 2.2
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Inflation
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Consumer price pressures remained tame, though going up slightly as the
economy continued to recover and external price pressures increased
& T B RE B BRGSO N B Y EERE ST R ER

Contribution to the year-on-year rate of change in the underlying Composite Consumer Price Index (CCPI)
by major component
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Property market
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The residential property market was buoyant in Q2

FEEH FEVREESEE
Flat prices No. of S&P agreements for residential property
RE(CE—RFEH=100) HESEH
Index (Jul 2015=100) Agreements received
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115
5000
* BRETEBER 4000
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\
95 | KAV EFS TR R 2000
Large flats price index
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Index of home purchase affordability (i.e. mortgage repayment to
income ratio) rose

%
100
BEWE 90 - zozlfﬁ*P*zE 75
80 ~
Affordable " BEIHTE A LR (%)
A 70 Repayment-income ratio” (%)
60 -
] 2001-2020F2355: 47
50 - 2001-2020 average : 47
40 -
/N 30 ]
20 -
10
O7\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}\\\}

(N ASEIREAAHEHS IR (BT IR B U 70% S AR K5 204F) B E S AR T8 C(FEFERAE BEAER) ;LR - BEhRH
BB RAAIE A B LR E - RE Bt SR S A E A BB EH G H AR -

Note : (*) 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.
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Total medium-term private flat supply would increase to
a high level of 96 000 units

FEEMEE
Number of domestic units
100 000
90000 |
20 000 1 AR = 2 IUFE AR NF BB E

Number of domestic units in the private sector to be
available in the coming three to four years

70 000 -

60 000 -

50 000 U U U } U u U } ! ! T i T T T ‘ T T T
Ql Ql Ql Ql Ql Ql Ql Ql Ql Ql Ql Ql Ql Ql Ql Ql
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

it Dl BB B ERRE TEIR G HAVEA 8 ~ B H RSB EE - REA LG AT RER B THEE -

BRARE © R R -

Note : The above 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 rest of 2021
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The IMF maintained its global economic growth forecast for 2021 at 6.0%, but pointed out
that the outlook diverged further across economies and risks tilted to the downside

B R E ST

ZBR
World
EH
US

EX T
Euro area

EEN

Japan

Hh R AT 1
Mainland China

SRR
Developing Asia
T BT Bt ok e T 4 R

Emerging market and
developing economies

BRE R ¥ A A H S TE A
2021 B R
IMF forecasts for
2021 GDP growth

20224 TR
IMF forecasts for

2022 GDP growth

20204E R R 75 7HAHE4 H Ry 75 7H AEE4 H Ry
GDP growth Jul Change between Jul Change between
in 2020 Jul and Apr Jul and Apr
-3.2 6.0 0.0 4.9 +0.5
-3.4 7.0 +0.6 4.9 +1.4
-6.4 4.6 +0.2 4.3 +0.5
-4.7 2.8 -0.5 3.0 +0.5
23 8.1 -0.3 5.7 +0.1
-0.9 7.5 -1.1 6.4 +0.4
-2.1 6.3 -0.4 52 +0.2
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The global pandemic situation eased during Q2,
but the rapid spread of Delta variant of late is alarming

(SY=RBEEIE e
#H b Average daily number of confirmed new cases
900,000 - mber
= A, mECH  mSEE s f T EMAIE mEE WA = EHA
800,000 + Mainland Europe US Latin America and the Caribbean India ASEAN-5 Others
700,000 +

600,000 +
g =
500,000 + l
400,000 + . I
) N I
300,000 + I
200,000 + I I
n

100,000 + o

= =H VuH A ~H tH J\H A +H +—A +=A —A =5 =H uA aH AH tH J\H
February March  April May June July August September October NovemberDecember January February March April May June July 1Z11H

2020 2021 1-11 August
it REABEIEREENE « BRI ~ Frims « JEEREMEEE -
Note : ASEAN-5 includes Indonesia, Malaysia, Singapore, the Philippines and Thailand.

BRI ¢ thEE NIRRT A T & R R A 44 -
Sources :  National Health Commission of the People’s Republic of China and the World Health Organization. 26
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While the global economy has been gaining momentum so far this year,
the threat brought about by COVID-19 variants cannot be taken lightly

o IR : SEPBEWRAE - MBS ASE =R T RIS RR

Mainland: The economy recovered steadily, though export growth moderated

somewhat entering Q3

o EE B FERERENT o (BRATE R RGN IR R R AY A E M
US: Recovery momentum sustained in Q2, but the latest resurgence of the
epidemic has added uncertainties to the near-term outlook

o BUTE @ BB EIEZFEE - BERIVERS (ORGSR
Euro area: The economy resumed quarter-to-quarter growth in Q2, but the
pace of recovery down the road will hinge on epidemic development

o EAMTEMNEERRS © /D PN AR Ao AT BN R 2 B it B s R YRR A5 i DA%
HETE o AR IR — R Y IR
Rest of Asia: Many regional economies had to implement more stringent
restrictive measures of late to control the epidemic, with economic activity

showing some signs of easing
27
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The recovery was uneven across economies
amid varying epidemic developments
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Notes: (*) Official manufacturing PMI for the Mainland; Markit manufacturing PMI for other economies.

(*) Official non-manufacturing PMI for the Mainland; Markit services PMI for other economies.
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The local epidemic remained stable

#H #H
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Business sentiment among large enterprises improved further

FEFHIRE (%)

Year-on-year rate of change (%)

on entering Q3
B (5778
Net balance* (% point)

[\

BE AR A ERE (T
Real GDP growth (LHS)

Fathe ' EBEELFHEHEE ) -

-4 EBIN U THEHSE B (5 7580) (B1E4R)
C&SD's Quarterly Business Tendency Survey - r
-6 - Expected change in
business situation (net balance) (RHS) I
-8 - L
e L o e e o o e o o B o B o L o B o e e e e e B B LA B e e e o o S o o e o

Ql QI QI QI
2008 2009 2010 2011

b (%) FESREIE 7RSI —RAVEE T o B TR ARG o R TRGE ) AR AL T EEAYZREE -

Ql QI QI QI QI QI QI QI QI QI
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

IEEE rTRE A BT - B Ry mTRERRES

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 indicates a likely downward trend.
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Other surveys also showed some improvement in business sentiment
amid vibrant external demand and the stabilised local epidemic

H/NBETEE HisEE
fegy Surveys on SMEs F58 Other surveys fsE
Ind Ind
co Index s andex =60
{ Markit T PRI HE 8 (FEAT4R)
55 | Markit Hong Kong PMI (LHS)
] 1 }
50 AJ,V\W | - 50
50 ] r -
\\, \ i - \ I
) l \ I
45 A ,
ol ~ : 451 | i | 40
EITEET M : s l
BB | \ - [
35 1 Standard Chartered Hong Kong 1 i 4 HHEY Z SRR
SME Leading Business Index™ g 40 1 S 8 (5 1E4) , - 30
30 + : Hong Kong Trade Development \ ,
:' Council’s Export Index* (RHS) ’
25 - BRSHRAR A e W 35 1 I I
ERU BN A TE RN ? |-
20 A Diffusion index” on business receipts \
for SMEs compiled by C&SD
01/15 01/16 01/17 01/18 01/19 01/20 01/21 01/15 01/16 01/17 01/18 01/19 01/20 01/21
F () BEfEBUEREEE T B Ay N B o Db TAEE L 9N E 2 TR — TR - BEE S S0OR R ER R R A 0 R
FRSORIFRIENIE G - Zah R EERE R CMER RN R 2 -
() BB -HEF=FRRRMENFREEE -
(*) FEEENS0 - ToNEIE— P2 SR E R IR - AT RIS A AE O  FREERRS0RIFRRIE N A G -
Notes : (*) 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 were requested to exclude seasonal effects in reporting their views.

Launched in Q3 2012 and quarterly data.

A reading above 50 indicates that more than half of the surveyed traders incline towards the upside, which can be interpreted as an upward trend and an

increase in confidence, and vice versa for a reading below 50. 31
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Barring any sharp worsening of the global economy and the pandemic
situation, the Hong Kong economy should stay on the path to recovery

EANEYIH RN EEEE RIS Ikt R EE &
Hong Kong’s exports of goods will likely continue to gain support in the near term, while
exports of services should likewise sustain growth

PRI 0 B BE AR Delta S8 5 5541 H A R ERSHEREE - HIEDIFF4E > WTRE @ ¥R
BREOBE arB R - TE/G - EBUERREE - DU FEERTEBBERILISH
Sk > EIGRHEE

However, the more infectious Delta variant has been raging around the world of late, which
if persisted, may threaten the global economic recovery. China-US relations, geopolitical
tensions and the evolving monetary policy stance of major central banks also warrant
attention

AR T > BAIEISERRE - 55 LiimiGE SoHBEZF T EIRVRIE - ReaBiw el NS
oK o B IIPERIENS M Aai s B m ] - R ER e eI R EE
Domestically, if the epidemic remains stable, the improving labour market and the boost
from the Consumption Voucher Scheme will help stimulate consumer demand. Working
together to keep the epidemic under control and to actively participate in the COVID-19
Vaccination Programme are essential to a full-fledged economic recovery

BURFHEH YA $2 5 - IR B R arte LSO E
The various Government relief measures would also render support to the economic
recovery

32
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Latest economic forecasts for 2021 as a whole

LR
Real GDP growth

B ERRR
Underlying
inflation

REAC AR

Headline inflation

S e YN pl
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Forecasts as released on

AT THH

14 May i Latest forecasts
3.5-55% 1 5.5-6.5%
1% i 1%
1.6% | 1.6%
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