= "_f|-|on q Kong SAR Gover nment

T B AERSEE fif
Meetlng of L& Co Panel on F| cnal Affairs

S EEuE S ER |
6 July 2009




I AT

Recent economic situation of Hong Kong
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External environment Worsened mor e than ted from
end-2008 to the fir st few months of 2009

BB AL & R
Forecast by thel nteljnatlonal Monetary Fund (IMF)

(Z FF]-F PUEIELERNE S /Real GDP growth in 2009)

10/2008 11/2008 1/2009 3/2009 4/2009
=3FWorld 3.0 2.2 0.5 -1.0= -05 -1.3
= B US 0.1 -0.7 -1.6 -2.6 -2.8
[ 7 B4 Euro area 0.2 -0.5 -2.0 -3.2 -4.2
F12 Japan 0.5 -0.2 -2.6 -5.8 -6.2

Fl1[E% China 9.3 8.5 6.7 T 6.5
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With the collapjsejm exter naI demand Hong Kong's
GDP contracted sharply by 7.8% In the fir quarter of

2009
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Export performance better than many other economies
In Asia
5 PN AR S T 1A Exports of selected East Asian economies

Flﬁf{ﬁ%ﬁiﬁ?ﬁ%ﬁ%ﬁﬂ[ﬁﬁﬁﬁ ye%r—on—year growth rate in US$ terms)

2008 2009

Y= % BYS — H-Z 5] = parE] T E

Q3 Q4 Jan-Feb Mar Apr May

i # Hong Kong 5.6 -1.8 -21.9 -20.9 -17.8 -13.9
FHESI [ China 23.0 4.2 -21.2 -17.2 -22.6 -26.4
17 Japan 12.9 9.9 -385 -43.9 -36.8 -36.1
B i Singapore 21.2 -13.9 -35.0 -28.2 -32.9 -30.6
1R K orea 27.0 9.9 -26.7 -22.1 -19.7 -28.5
7 1# Taiwan 8.0 -24.7 -37.2 -35.8 -34.3 -31.4
H|"<Indonesia 27.9 -5.6 -33.7 -28.3 -22.6 N.A.
o7 ifh Malaysia 213 -12.6 -29.9 -26.9 -35.4 N.A.
JEE# Philippines 4.1 -22.3 -39.9 -30.8 -35.2 N.A.
5 B! Thailand 26.1 -10.7 -19.2 -23.1 -26.1 -26.6
N East Asia 18.6 -5.9 -285 -27.2 -27.1 N.A.
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Many other advanced Asian economies saw even lar ger
declinesin GDP

B F SRy miER Y ear -on-year changein real GDP (%)

2008 2009
=& 5- % - % 51=F 5N ST &
Annual Q1 Q2 Q3 Q4 01
F‘?iﬁ Hong Kong 2.4 7.3 4.1 15 -2.6 -7.8
[ Singapore 1.1 6.7 2.5 0.0 -4.2 -10.1
IE B Korea 2.2 5.5 4.3 3.1 -3.4 4.2
’F}iﬁ Taiwan 0.1 6.2 4.6 -1.0 -8.6 -10.2

14 Japan -0.7 1.3 0.6 -0.3 4.3 -8.8
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Consumer spending curtailed by falling income

BT (%)
Rate of change in real terms (%)
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Overall mvestrf% held o mldst 0 gloomy outlook

e B | R E TR R (%)

Year-on-year rate of change in real terms (%)
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L abour market worsened during thefirst quarter
FH = (%)

Unemployment rate (%)
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Inflatlon easing notably

w5 R TR (%)

Year-on-year rate of change (%)
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Basic foodstuffs
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Nevertheless, signs of global economy
stabilising have emerged...

11
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US economy has already shown signs of stabilising...

X BAEPHE U §iE ARk g 0 KOS B
US: Act|V|ty fall-off s owmg signs Job losses also began to taper
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US recession in Q1 st|II severe
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...though till a long way from sustained recovery
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US imports plunging in tandem
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Sentimentsin the EU and Japan rebounded, but
economic activities still sluggish

R AT ] B P17 2 A0~ TANKANGR
EU GDP vs Sentiment Index Japan GDP vs Tankan Survey

Hr i 1< (%) HEH= (%) e B TS (%)
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Economic situation in Chinaisimproving

B B9 rﬁ%ﬂw[

China's new export orders

FITBS T (29 7  & B [i1]

China's industrial production

rebounding picking up
e TR (%) B TR (%)
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Hong Kong economy also showing some

signs of stabilising...
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Business Tencﬁ cy Survey, hlng Fndlcator fdr
economic activity, improved

M (F155 &J!a = F [TV TSR (%)

60 Net balance (% point) Year-on-year rate of change in real terms =
50 - BETREPRTR (71558 - 12
1 Real GDP grovvth (RHS) i
40 9
20 A - °
10 - -3
0 -0
-10 1 - -3
-20 - 6

30 FS ST (%515 -
- Expected change in -36%,- -9
-40 1 business situation (LHS) i
-50 - - 12
| -53% |
_60 ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) _15

Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 QI Q2 Q3 Q4 Q1 Q2
2005 2005 2005 2005 2006 2006 2006 2006 2007 2007 2007 2007 2008 2008 2008 2008 2009 2009
D) PEE ARG ORI i s EEFJ@"‘EWJ[ %i*;% TEEE ) PO I PR TR UBE
lote : HE 5T PPV B o TR PR A FIEW'URH PRS-
Net balance indicates the dlrectlon of expected change in business situation in next quarter. It refers to the
difference in percentage points between the proprotion of establishments choosing "better" over that choosing
"worse". A positive sign indicates a likely upward trend while a negative sign, a likely downward trend. 18
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Unemployment stabilised for thefirst time after eight

consecutive months of increase

T E A E[ =7 ] Jun— Aug 2008

75T F = F] =] Jul — Sep 2008

FeF T E] = F] Aug - Oct 2008

%/ F]er =+ - *| Sep—Nov 2008

FF A F]Z=+4 2 F] Oct - Dec 2008

FFA - F[=%]wF - F] Nov 2008 — Jan 2009
F/EF A D F|=F]wF 2 F| Dec 2008 — Feb 2009
]~ F[= = F] Jan 2009 — Mar 2009
F]uF 2 F[#=[4F] Feb 2009 — Apr 2009
e = F] 2 70 k| Mar 2009 — May 2009

RS TR L K o
Seasonally adjusted unemployment rate
el LU (16
M-t-m rate of change

% (F173 %ﬁ/ % points)

3.2 0.0

34 +0.2

3.5 +0.1

3.8 +0.3

4.1 +0.3

4.6 +0.5

5.0 +0.4

5.2 +0.2

5.3 +0.1

5.3 0.0

20
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Employment also reverted to increase

iy F| 7 ge# Monthly average# (&7 '/Number)

2008 2009
= B ke - P ) £]
Dec Jan & Feb Mar Apr May
B, Pak# Trading and L ogistics 4 400 -2 100 -12 300 -9.000 -18 400
PRy Trading @ 4100 2350 -11 800 -8 700 -15 200
Pifdt Logistics@ 300 -4 450 -600 -300 -3 300
= B F\p}ﬁf Financial Service -2 900 -2 200 200 3100 9200
ZHiF  Financing -2 300 -1250 300 1900 6 600
Ma%uz&k’ Insurance -600 200 -100 1200 2600
snE 'bﬁlﬁﬁ Ay =
Tour| and consumption-related services 6 600 -4 250 -6 600 500 3100
E'Tr’%ﬁf Retall 7 700 -1 000 -6 300 -1 600 3200
’1% U5 Food services -500 -3 600 -700 1 000 -1 000
= ’[ﬁ 1 55‘%#’ Accommodation services -600 300 500 1200 800
& P EEK  Real estateand construction 4600 -5700 900 -11 100 2300
ME ¥ Read estate 1700 -2 650 4500 -3400 1700
@lﬁi Construction 2800 -3100 -3 600 -7 800 700
%Q’ZW Overall economy 11 200 -15 600 -5 500 -5500 12 800
FE*E: (1) Zrph¥ ey ?F’[EH R RS W =S RT B) o The trading sector includes import/export trades and wholesale trade.

Notes: (2) Pzt o ?F‘ CT3ET E‘j?{ » 2[R R - The logistics sector includes freight transport, storage, postal and courier services.
(#) EZ=2HEFE HW (it F AR ™ Bl ooy FI Y= e E LR i ™ Biepas B
Difference in employment in the 3-month ending the reference month as compared to the 3-month ending the month before. 21
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Accegsto edit hi’ﬁlmﬁroved

ST ORI 53 1)
% share of SMEs surveyed

14 -
12

10

41 —=a Ejjlflgf\ﬂf\rLrﬁ [ SRR 53 B
) Indicating that current Access to Credit was very
2 - tight/tighter as compared with the normal situation

07\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\

28/11 12/12 2/1 16/1 6/2 20/2 6/3 20/3 3/4 17/4 1/5 15/5 29/5 12/619/6

(B I R L )
(Week ending)
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How does the current crisis compare
with the 1997-98 Asian Financial Crisis?

23
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World GDP has contracted ‘much m reseverely
duringthecurrent crisis
TR A
World GDP *

F T (%)
Year-on-year rate of change in real terms (%)

1 Q31997

1 Q32008

. PR R UT2(H S
: 2 quarters after crisis :
Q1 1998: 4.6%

] Q1 2009: -1.7%

0 1 2 3 4 5 6 7 8 9 10
AL I B
Number of quarters after crisis began
Rl t ™ % Iﬁ%‘ﬂm RES-E ‘;}"Pl@f.\_l %%ﬁz’ﬁﬂ ETPAI 1A Y
ote:

The world GDP plotted here is Welghted according to the shares of trading partners in Hong Kong's total exports.

11
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Asian exports more hard hit during thecurrent crisis

PN BB VLI 1T Bl
East Asia's exports
IS G BT = JT= (%)

Year-on-year rate of change in US$ terms (%)

1 10/1997

; /\
E AV \\/\_/\//ﬁ\//

-15 -
-20 ] ST BB E]
1 6 months after crisis :
-25 1 4/1998 : -3.2%
30 | 4/2009 : -27.1%
'35 ] I I I I I I I I I I I I | | | | | | | | | |

O 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23

ST i E] B
Number of months after crisis began
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Hencethefall in Hong Kong's exportswas also severe

thistime

= AT (%)

Year-on-year growth rate in real terms (%)

1P

98.F PHPW P e
éﬂg{iﬁk = B £
L98 AFC/ current

Crisis

LT

Fi AL

Hong Kong's total exports
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But housing market fared much better thistime
oA ik

Residential property prices

EI'J"“:':lOO

eak=100

105
1 6/2008

95 - ety SR 153 5
) % cLange from the peak :
- 5/2009 : -8.8%

85 - 9/1998 : -43.0%
110/199

75 A

65

55 -

45 b

O 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30 32 34 36
RELSE) o KL | B
Number of months from peak period
27
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L abour market morereslient with fewer job losses
B B (R A1 SR)

Employment (seasonally adjusted)
E,'Jr’j" =100
100.5 - eak = 100

100.0 - 8/2008 Hiw CLIE NN

i % decline from the peak :
5/2009 : 0.6%
9/1998 : 2.7%

99.5 *

99.0 5
08.5 5
112/1997
98.0 |
975 |
97.0 5

96.5 *

960 : I I I I I I I I I I I I I I I I I I I I I I I
0O 1 2 3 4 5 6 7 8 9 1011 12 13 14 15 16 17 18 19 20 21 22 23 24
SELEA o 1 E ] g
Number of months from peak
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Effectiveness of Government’s
relief measures
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Several roundsof reli haver dered some
support to the economy

.« Fid RS & CE A [FFJ%(HWS/EJ{PI% i 876{E 7~ 0 A
| F‘Y[?Hi @E“P'lﬁﬁupn YR

Iscretionary relief measures announced since last year amounted
to some $87.6 hillion, or 5.2% of GDP

ﬁ‘f‘ﬁ?@fn& E s R AT - a e o e A E A= BN
hese measures taken together would raise GDP by about 2
percentage points this year alone

30
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Several rounds of relief measurelshave endered some
support to the economy (2)

o B=oh L[ ET S 539 300fH] -3 Q'E{Jﬁé‘fﬁéjﬁﬁiﬁjﬁgu ) MR £
RIFEE256(E 7 » 2 bl 85170 000" AofK
As at 26 June, some 9 300 firms benefited from the Loan Guarantee

Schemes, involving loan amount of $25.6bn, and helping to secure
the jobs of over 170 000 people

o ‘Jﬁ‘/ﬁ["’?ﬁg‘ﬁléfﬂtlij""éﬁﬂ{%%Eﬁj7"%{ ; F',Jgé%gij‘aifmq;wpq@ﬁ

Consumer sentiment held relatively firm and cumulative job loss
much less than during AFC

31
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2009 Updated forecasts
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[f f»,— : -55% = -6.5%
2009 GDP forecast |sed downward: -5.5% t0 -6.5%

o IT— BT ;ras{ﬁflg ﬁFqu[‘ E[HF;%_PI

The contraction inthe first quarter was worse than expected

o BUREREHIE 1 Z eF DA ErE
Global economic forecast successively ma;ked down since
Feb 2009

© JHHIRAT S L ORURRY LR GRL - (H 4
AR
External sector in the near tErm still dragged by the plunge in
world trade, but relative improvement should emerge later

this year
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Outlook for 2009: Positive factors

2T SRERRE S S IR

Signs suggesting the pace of global economic contraction
will slow in the coming quarters

ﬁ%)ﬁ%b%]”jq'[l
Weaker dollar will help exports

S Nt = S— A

B RS PRS  E AT

Relative improvement in sentiments in the US and Europe
[ [FURE I I T =

Mainland economy poised for faster growth

Eel SR R

Low local interest rates

34
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Recovery path possﬁaly still bumpy

S B T IR R B 7 T 5 (S 6V
€ %[ﬂ%g ﬁﬁl—% |
Risk of global financial market showing renewed volatility;
credit markets still not functioning properly

o SRS RRE R D Y pI R

Negative feedback loop between the financial markets and
the real economy

¢ * Z_%F@f{, F’%f” W\p U FE P
Uncertainties about Impact of the human swine influenza
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| nflation forecast for 2009

PEARLEIRE: [11.6% = 1%
Headline inflation: From 1.6% revised down to 1%

FLA p= i 1.5% ?%f% 0.9%
Underlying inflation: From 1.5% revised down to 0.9%

(— z?r “?F—'Fﬂ*E“HUFP" hs o NS BT F
» FIJEZF = 0.5] FIJJ

(The relief measures announced on 26 May 2009 would lower the
headline inflation in 2009 by a further 0.5 percentage point)
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Composition of and change in low-income households*

HeE! (1000)
Number (‘000)
250 1
150 i @Qiﬁ;ﬁ?ﬁﬁ@l} =l
1 Economically active households

3"5@1;1;%?"55 B
Economically inactive households

RHET
Elderly households

0

Q. Q1 QT QI Q@ Q@ Q Q1 QI Q Ql
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

2 (%) [SET E RS T 4,0007 )N (T
ote : (*) Low-income households refer to those with monthly household income less than $4,000.
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