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Economic performance in 2010 Q1
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Economic recovery in Hong Kong became increasingly

entrenched
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External sector
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rebounded strongly on V|brant Intra-regional
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But |mport demand f“m the US and Europe still
notably lower than their pre-crisis levels
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Vibrant intra-regional trade; Some recovery in the US
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and EU markets but still way below pre-crisis level
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Exports of services thrived on all fronts

FETHETRES (%)
20 Rate of change in real terms (%)

TPt 17.9%
Exports of serwces
15 -
£ 73
10 - Year-on-year change
6.6%
5 -
.
FE AT STV
Seasonally adjusted quarter-to-quarter change
-5 4
-10 ] Ll Ll Ll 1 Ll Ll Ll 1 Ll Ll Ll 1 Ll Ll Ll 1 Ll Ll Ll
Ql Q1 Q1 Q1 Q1 Q1
2005 2006 2007 2008 2009 2010



HRFEGLL | 2 PR (2)
Exports of services thrived on all fronts (2)

o U R (%) = PR R (%)
6 Year-on-year rate of change in real terms (%) 5 Year-on-year rate of change in real terms (%)
35 s ] TR PSR
. Merchanting and other trade-related services
30 7 30 — EER T
] Transportatlon services
25 1 25
20 : 20.0% 20 18.8%
] 0
15 17.8% 15 15.8%
10 - 10
5 - 5
0 7 0 1
sy TTEEvne 5 ]
Financial and other services
110 3 — R 10 -
] Travel services ]
_15 ] T T v Ll v v v Ll v v v 1 v v v Ll v T T '15 ] Ll Ll Ll Ll Ll Ll Ll Ll Ll ! ! 1 ! ! ! ! ! !
Q1 Ql Q1 Ql Ql Q1 Ql Q1 Ql Q1 Ql Ql
2005 2006 2007 2008 2009 2010 2005 2006 2007 2008 2009 2010



O AR T AL (P s 50

Tourism is likewise driven ntainly by the strong growth
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Domestic sector
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Consumer sentim ts stayed f|rm he first quarter
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Investment spendlng recording double -digit growth for
two quarters in a row
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Labour market |mproved urther with unemployment
rate successively down
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Downward pressure on labeur wages and earnings also
by and large disappeared
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More firms have raised wages towa ds |ithe end of 2009
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Asset market
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the European sovereign-debt problem
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Mark

entiments were sensitive to news th u
the global economic outlook

(15/9/2008=100)
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Overall fla P |ces ave surpassed th eak In 2008 by
around 15%
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Market rerLé&med
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S&P agreements for residential property
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Debt-servicing ratio has risen further,
though still lower than the long-term average
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Property market turned quieter 'on the Government’s
measures to forestall bubble
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Inflation
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Inflationary pressure increased sllgh y as economic
recovery became more entrenched
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A summary of local and external inflationary pressures
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Further analysis of Q1 performance
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GDP returned to the level before the fmanual tsunami
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Employment yet to fully recover
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Employment (seasonally adjusted)
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2010 Updated forecasts
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2010 Outlook: Positive factors

B B R A 2 S
Mainland and Asian economies leading the global recovery

s S i e
Continued improvemerﬁt In employment and income situation

F BRI S
Generally positive local consumption and investment
sentiments

FLEEE S =

Expedition of infrastructural projects
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Optimism among enterprises gen raIIy Increased
during the first quarter

1 (7153 H) = TR (%)
Net balance* (% point) Year-on-year rate of change in real terms (%)
50 - ;I\:M'fw ( l:[)[;,g;’@s) . 12
ol GDP growth (RHS) I
| -9
30 - :
| -6
20 - I
10 - 3
0 0
o) .
-20 A 5
30 FOGI IR (AR [
: Expected change in 9
=0 business situation (LHS)
=] - 12
'60 | L L L L L L L L L L L L L L L L L L L L I '15

QL Q2 Q3 Q4 QI Q2 Q Q4 QI Q Q3 Q4 Q1 Q Q3 Q QI Q@ Q3 Q4 Q1 Q2
2005 2005 2005 2005 2006 2006 2006 2006 2007 2007 2007 2007 2008 2008 2008 2008 2009 2009 2009 2009 2010 2010
I?E: *OEE %ﬁ%ﬁ“'ﬁi’5’;;1&%&?3”&@}* FPUREL | o CRUBE TR ) PUBMEI o R TR OB T T P B THAR T g
[ ) PRI Y = RS
Note : * Net balance |nd|cates the dlrection of expected change in business situation versus 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, a likely downward trend. 33
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re firms intended to reactivate hiring plans

Y (71T R & ik (%)
Net balance* (% point) Year-on-year rate of change (%)
[ B = TR (AR 4

20 A Business expectation

on employment (LHS)
10 -

R~ OIS (7R
Employment growth (RHS)

o il
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ﬁ;;t Do jﬂ%%ﬁ%ﬁ B”}ﬁi’ Mg E[HFQI_"{F ]~ 2 AVREI Y| o LRLEEE T A ) FORSE T 0T PR TN e OR3PV B o TR
Rl ) B BRI T e RSt -
# EOERSIOEE - e
Notes: * Net balance indicates the direction of expected change in number of persons engaged versus preceding quarter. It refers to the difference in percentage points between
the proportion of establishments choosing "up" over that choosing "down". A positive sign indicates a likely upward trend while a negative sign, a likely downward trend.
# Employment in private sector.
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But much uncertainty remains
P T = A TR
Sovereign debt problem in Europe

HEPY, R AR
Recovery in advanced economies not yet solid

S B S P

Progress of |mplement|ng exIt strategy In various countries

e = S F IR BT ()

Rise of protectionism; exchange rates fluctuation

e D R SN
Flush of liquidity into Asia posing a risk to macroeconomic
stability
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Employment in the US yét to recover

EQEEISNEE T B H F
US non-farm payroll US unemployment rate
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Situation In Europe requires watch-over

(5 BT £ = RURRT IR
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Foundation in US and Europe recovery still fragile

B 2 & REEF
Gross Domestic Product Unemployment rate
FEE TR 153 3R (%)
6 -_Year-on-year rate of change in real terms (%) 12 {%)
5
4 = 10 9.9%
9.7%
2 8
: [
2 1 4
4 A -
'6 T : T : T : T : T O \\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\4EJ
2000 2002 2004 2006 2008 2010* Ql Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Apr

S ) @S«Iﬁ;ﬁf&“ﬁ'ﬁi SR e B DAL LA (] AETRSLE) [E - 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
F\lote ™) Forecas{s from the IMF World Economic Outlook April 2010.
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European sovereign debt Crisis posing the most imminent
downside to the external environment
B 8 AP

EU and Hong Kong have close economic ties

B e R =
EU's share in respective total
AR L2
Hong Kong's total exports of goods

PR AR 19%
Hong Kong's exports of services
E 1 Of which:
=55 Financial services 33%
15?15;’355‘% Travel services 7%
SERP R, Offshore trade 24%
B P P 10%

Hong Kong's inward foreign direct investment (FDI)
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ST
on Hong Kong for 2010

2010F H #
Economic forecastg

BG4 - 5%
Real GDP growth: 4 - 5%

BRI 2.3%

Headline inflation: 2.3%

B = 1.5%
Underlying inflation: 1.5%

40



S KT
Situation of low-1ncome households
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o _
Coﬁstrucnon
PR FE A
Foundation and superstructure
BESW BT
Decoration and maintenance
HELL R B
Import/export trades

= .

T E.
Rertall trade
= RS

Accommodation services
q“ ':Aqlzﬂij
FFood services

A E?I ﬁl-gL—?:}y7 Tr"‘ﬁﬁ;ﬂ . E}Qﬂyﬂ?@
Tra isportation, storage, postal and courier
services, mformatlon and communications

E 5 [l e Rk e
Flnancmg and msura ce, real estate,
professional and business services

ﬁ?‘f Overall
ﬁ%ti () &2 *iﬁ‘]‘it?ﬁ?&m%tiﬁﬁ

Note: ( ) Seasonally adjusted unemployment rate

Y 5 o

Unemployment rate by major economic sector

20107 25| = 4F| gt 3
Unemployment rate
Feb - April 2010

8.6
7.6
114
4.4
5.5
3.9

7.5

4.3

3.4

4.5
(4.4)

2009F 2F| ZAF[pUf R M@k

Unemployment rate Change
Feb - April 2009 (%)
12.7 -4.1
10.2 -2.6
21.6 -10.2
4.8 -0.4
6.1 -0.6
4.7 -0.8
8.5 -1.0
5.3 -1.1
3.9 -0.5
5.3 -0.8
(5.3) (-0.9)
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T RS TR
Average household income, labour wages
and labour earnings

- 5 R BT 1) o

year-on-year rate of change in nominal terms (%o)

=R KL 7Y T ig)s
oF 5] Average Labour Labour
Year household income (%) wages (%) earnings (%)
2008 3.4 3.4 2.6
2009 -3.0 -0.9 0.5
Q4 2009 -3.3 0.8 0.9
Q1 2010 5.5 n.a. n.a.

=k na.  HFERET -
F\Iote: n.a. Not yet available.
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Nominal wage index by mdustry

T 5 | RO (%)

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

10
—— IR R R — gy
Import/export, wholesale End retail trades Transportation
— S Wﬁ%?ﬁéﬁ —i*‘j@%f’;'b?“ Hﬁi%’ﬁﬁ'%’ﬁf
Financial and insurance activities Real estate leasing and maintenance management
E‘ﬁf RS By =ES et
Professional and business services Accommodation and food service activities

1 ¥ /\
All industries
5

= 5 I I I I I I I I I I I I I I I I I I

Ql Q2 Q3 Q4 QI Q Q@ Q QI Q@ @ Q@ Q1 Q2 Q Qi Ql Q Q3 Q4
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Distribution of domestic households by monthly
household income

Q1 2005 Q1 2008 Q1 2009 Q1 2010

(Zr = 5) (<= FOAITRE ) - FH]

(5 years ago) (pre-crisis) (1 year ago)
(%) (%) (%) (%)
Less than $4,000 8.4 8.3 7.8 8.2
$4,000 - $7,999 13.8 11.8 12.9 12.8
$8,000 - $11,999 14.3 12.5 12.7 12.7
$12,000 - $15,999 12.5 11.4 11.4 11.2
$16,000 - $23,999 16.5 17.1 16.9 17.0
$24,000 - $39,999 17.5 18.9 18.5 18.4
$40,000 - $99,999 14.0 16.3 16.4 16.3
$100,000 or above 2.8 3.7 3.4 3.3

SERFDEG- F o DRH0E I A FHEF G- FR0s BRI REAETIPIERRIOEERD) SRS F-

Ei’r# 97— FHPY112% - 104%5?[[102%
Note : The purchasing power of the income (as measured by the Composite CPI) in Q1 2005, Q1 2008 and Q1 2009 were 112%, 104% and

102% of that in Q1 2010 respectively. 45
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Number and breakdown of low-income households™

EHE R EERRAEIE PR £

Elderly Economically Economically Falara
households inactive households active households Total
Q1 1997 62 700 18 400 11 200 92 300
(3.3) (1.0) (0.6) (4.8)
Q1 2000 99 200 35200 37 600 172 100
(4.9) (1.7) (1.9) (8.5)
Q1 2005 119 600 30 900 33200 183 700
(5.5) (1.4) (1.5) (8.4)
Q1 2008 125 900 38 300 23 600 187 900
(5.6) (1.7) (1.0) (8.3)
Q1 2009 111 500 35400 30 200 177 200
(4.9) (1.6) (1.3) (7.8)

Q1 2010 121200 4 41000 ¢ 28300 | 190600 4
(5.2) (1.8) (1.2) (8.2)

ﬁ%: * (RIS S EfE T [RFT4,00070 U= ET e
() (e e L] -

Note: * Low-income households refer to households with a monthly household income of $4,000 or below.
() Share in all domestic households.
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Composition of and change In

100%
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60% -

40% A

20% -

0%

rl

152 =00

ow-income households™

[HE2EES
Percent
2, 12.
15. 17. 14.
ba1l 1Y 189 badl p3d 29
F5.2 | b 564 Lo bid bid B54 59 B+ P9 b2d psa
QL QI QI QI QI QI QI QI QL QI QI QI Q1 Q1

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
2R () [RE T EEEE] 74,0007 ) T .

ote : (*) Low-income households refer to those with monthly household income less than $4,000.

Orgy H}ﬁ?ﬁﬁéﬁ =
Economically active
households

| Ejsa| H}@%ﬁ?ﬁ EET
Economically inactive
households
B4
Elderly households
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Composition of economically active persons in Iovxflncome

households™

* B (1000)

40 Number (*000)

. AL AENE T ] AP S
35 A Economic down-cycle Economic up-cycle Economic ¥

. recovery Unemployed
30 - (16 700, {/i51%)

E (16 700, constituting 51%)
25 -

. =24
20 - Full-time

: (6 500, {120%)
15 1 (6 500, constituting 20%)
10 c FUREAT T

] —_— \//\ Voluntary part-time

. _/\ \/, 5 800 constituting 18%)

0o F—

. B T L

-5 Underemployed
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ouseholds refer to households with monthly household income less than $4,000. This does not include economically

active persons in the low-income households with elderly members only, but the numbers involved are insignificant.
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Employment conditions of low-income households™ moving in tandem with
economic cycles
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Note : (*) Low-income households refer to households with monthly household income less than $4,000. This does not include economically
active persons in the low-income households with elderly members only, but the numbers involved are insignificant.
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