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Global demand moderated and financial conditions tightened sharply as major central
banks further stepped up monetary policy tightening to contain inflation

BEAH A G E L FRRIETR A 24.5%
Real GDP fell by a widened 4.5% from a year earlier
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Looking forward, weakening global demand will continue to put immense pressure on
Hong Kong’s exports. The relaxed testing and quarantine arrangements for visitors
should provide some support to exports of services
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Tightened financial conditions will dampen domestic demand, while improved labour
market conditions and the Consumption Voucher Scheme will provide support to
private consumption in the near term. As long as the epidemic situation remains under
control, economic activities should gradually return to normal

20222 -RIEAA MEET 2 -3.2%
Real GDP growth forecast for 2022 is revised down to -3.2%
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Economic performance in Q3 2022
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The Hong Kong economy showed a widened year-on-year
contraction in Q3
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External sector
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Import demand of major economies fell or

registered decelerated growth
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Note: The Mainland’s quarterly import figures in volume terms are estimated based on the official monthly figures, while the euro area’s 2022
third quarter figure refers to July figure.
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Disruptions to cross-boundary land transportation continued
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Merchandise exports plummeted from a year earlier
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Exports of services turned to a year-on-year decline
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Exports of travel services surged;
exports of other services components fell
A

Exports of services
B (%)
Year-on-year rate of change in real terms (%)
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Domestic sector
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Private consumption expenditure was virtually unchanged
from a year earlier, but continued to increase from the preceding quarter

BEE R (%)
Rate of change in real terms (%)

15
] FANHEEFSL
i Private consumption expenditure
10 1
5 -
1.1%
O N~ A

CE IR R K
5 Seasonally adjusted
iy quarter-to-quarter change

-10 1

_ R
-15 1 Year-on-year change
-20 ] T T T T T T T T T T T T T T T T T T T T T T T T T
Ql Ql Ql Ql Ql Ql Ql
2016 2017 2018 2019 2020 2021 2022

aE () HERVNR0.05% -
Note: (*) Change within  0.05%. 12



60

50

40

30

20

10

RERC T B B SCERIB RN

Overall investment expenditure saw a widened fall
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Labour market
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The labour market continued to improve,
with the unemployment rate falling further
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Unemployment rate (%)
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Note: Not seasonally adjusted except for the overall unemployment rate.
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Unemployment rates of consumption-related sectors
decreased further
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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 softened in Q3
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Index of home purchase aftfordability
e. mortgage repayment to income ratio) deteriorated

%
100 )

90 20224 =273

2022Q3 : 73

A AR EERN (%)
Mortgage repayment-income ratio” (%)

70

60 2002-202 1 - F-154 : 49

2002-2021 average : 49

50 | e e el e
40
30
20

10

e

457 7R B R UK (Bt 8 B Ry 70% B AR B2 04F) AHEHE S AR L8 (R BEEN A BB EIVER) FIEER © BHEREESEF/ AR THIHREA
BEERAE - R BHHLEE S A A HEER S A WARIEER - BEBTFEEISE S BRRHEFES] -

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 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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International energy and food prices continued to stay high

== =

{EF&EEAL B0

Price unit Index
400 400

] 3 1 =

REIR{ERN - B ERERE

] Energy prices” ] Food price index*
350 A 350 A
300 300 -

3 Y

_ BOMRIAR ]
250 1 Europe natural gas =
200: 200 -

VG AR BE R HAS

] JLAAR R 150 -

] North Sea Brent oil ]
100: 100 A
50 50 -

0 T T T T T T T T T T T T T 0 T

9 WO WO W WX DDNANDND DDA 22228 &8 & 33 a4y a8 d
AR AR N I O RO IR O SR AR RO IR NI AR AR AR T 2 T 2 @ Q@8 @9 g9 gaggd
SR TR R QTR QTR = I 52 335353 5= 33 5 2

it () A ERSEALE - BONRAAR@OTIRERE) © JUEAMERHEH G=oT/im) -
(*) B S RN B R R SR AR AR AT

Notes:  (”) The price units for commodities are - Europe natural gas (EUR/MWh); North Sea Brent oil (USD/Barrel).
(*) Published by the Food and Agriculture Organization of the United Nations.
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Inflation in advanced economies remained elevated

PR R (%)
Year-on-year rate of change (%)
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Major central banks are expected to raise interest rates further
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Notes: (*) Forecast by majority of US Federal Open Market Committee members in September 2022.

() Forecast derived from the relevant interest rate derivatives, calculated by Bloomberg.
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The deteriorating external environment will continue to put immense

9
pressure on Hong Kong’s goods exports
BRE S RS AH ST B P W B S AH R TR
20224 R 2023 LB R
IMF forecasts for IMF forecasts for
2022 GDP growth 2023 GDP growth
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The relaxed testing and quarantine arrangements for visitors
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should provide support to exports of services
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Non-Hong Kong residents
allowed to enter Hong Kong
from overseas starting 1 May
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Note: (*) Figures for October and 1 - 9 November 2022 are provisional and exclude seamen.
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The support from improved labour market and the Consumption Voucher Scheme to
domestic demand will be partly offset by the drag from tightened financial conditions
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Note: Infection case number includes rapid test results starting from 8 March. 28
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Import prices will stay elevated, but overall inflation should remain moderate
in the near term amid largely mild domestic cost pressures

EEPLLED, FECERE (%)
15 Year-on-year rate of change (%) Year-on-year rate of change (%)
] A 71 AHRA
Import prices . Domestic costs
| Overall import prices |
10 - et 0 1 e
1 = = Import prices of foodstuffs 81% 1 TR HE
B T CE A A (/\FEHEEFEE)
| Import prices of consumer goods @ Office re'ntals )
| S L o ] e ) Y 1 -quarter moving average
5 & /)%‘%DDLD{EJF% / 5.6% 5 | %a‘i—ja]: ? SIZ
= Nominal wage
! 1 index
0 — 0
P AR < -1.0%
, ] (\FRBFEH)
5 1 5 1 Shop rentals -3.5%
(8-quarter moving average)
—10 T T T } T T T } T T T } T T T } T -10 T T T } T T T } T T T } T T T }
Ql Ql Ql Ql Ql
28118 28119 28210 2821 1 2(3212 2018 2019 2020 2021 2022

29



BHRERREE
Outlook for the Hong Kong economy
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Major central banks will continue to tighten monetary policies in the face of
elevated inflation. Global economic growth will weaken further
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Heightened geopolitical tensions and the development of the pandemic will
also add downside risks
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The markedly deteriorating external environment will continue to put
immense pressure on Hong Kong’s exports
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Yet, the relaxed testing and quarantine arrangements for visitors should
provide support to exports of services
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Outlook for the Hong Kong economy (cont’d)

o SERLIRUCESRF O A HFESKIGT - (R EETEESERER 1 ReeE

EI[IEE e
Tightening financial conditions will dampen domestic demand. Enterprises
may be more cautious in making fixed asset investment
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Nonetheless, improved labour market conditions and the Consumption
Voucher Scheme will continue to support consumption demand in the near
term. As long as the epidemic situation remains under control and related
restrictive measures are relaxed further, economic activities should
gradually return to normal
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As for inflation, external price pressures will remain intensive as inflation
in many major economies will stay high amid elevated international energy
and food prices, 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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