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Spectacular GDP growth in Q3
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Key features in Q3
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8 quarters of above-trend growth and still very robust
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Broad-based upturn
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Exports and consumption are the bright spots
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Construction still lagging behind
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Significant job creation
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Only benign inflation
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Exports still the key growth driver
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Goods Services Total

1981 — 1990 14.7% 8.2% 13.1%
1991 — 2000 9.8% 5.6% 9.1%
2000 — 2004 10.1% 10.5% 10.2%
2005 Q1 8.9% 8.8% 8.9%
Q2 11.1% 8.6% 10.7%

Q3 12.8% 8.2% 12.0%

Q1-Q3 11.1% 8.5% 10.6%
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Consumption another growth driver
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Spending in
local market
(left scale)
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Expenditure of
residents abroad
(right scale)
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Investment underplnned by strong machinery/equipment acquisition
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computer software
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Gross domestic fixed
capital formation
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Construction still the laggard in current recovery
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Economic expansion translatlng into significant job creation
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Long-term unemployment also benef
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Improvement in long-term unemployment is across-the-board
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Earnings rise back as labour market improves
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Inflation modestly up as recovery becomes more entrenched
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_atest forecasts for 2005
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Forecast GDP growth : Raised to 7%
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Forecast CCPI inflation : Lowered to 1.2%

392 BT e R e PR —0.5%
Forecast GDP deflator : Raised to —0.5%
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Hong Kong’s near-term economic prospects
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Still uncertainties in external environment, such as

ff]i;’f‘u',ﬁﬁs
Avian flu outbreak
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Crude ol price still high
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Exchange rate movements
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Hong Kong’s near-term economic prospects

o [EE- BTN

But balanced by some plus factors:
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Continued robust trade growth in Mainland
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Strength in US economic growth
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Sino/US Agreement on Mainland’s T&C exports
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Hong Kong’s near-term economic prospects
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Also, domestic environment still generally supportive:
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Continued |mprovement In employment conditions
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Generally upbeat economic sentiment
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Resilient stock and property market conditions
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