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Economic performancein 2011 Q3
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Economic growth decelerating
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External sector
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Total exportsof goodsfell for thefirst time since end-2009

BEHRE (%)
Rate of change in real terms (%)
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Exports of goods
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The slowdown 1n exports was acr oss-the-boar d
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(Q1 2008 = 100)
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Exports of servicesfared somewhat better on the back
of vibrant inbound tourism
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Exports of services
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Domestic sector
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Private consumption sustained strong growth
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20 Rate of change in real terms (%)
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Private Consumption Expenditure
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Investment also grew notably, mainly driven by the huge
Increase in machinery and equipment investment

TR B E N (%)
Y ear-on-year rate of change in real terms (%)
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Unemployment rate slightly up from a 13-year low

RKFEER (%)
Unemployment rate (%)
10 -
: {EFirss T
3 9 Lower-skilled workers
] RS
6 1 Overdl r
4 1 \ 3.6%
| 3.3%
5 . HEREHET 1.6%
1 Professional and '
| managerial staff
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Note: Not seasonally adjusted except the overall unemployment rate.
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Job creation had been impressive

AL A\ ('000)
Total employment ('000)

3 800

20118 H £ 10H EH2010F (K A7

| (20107F3H ®=5H)fHEE

3700 1 Aug - Oct 2011 compared with

’ 2010 trough (Mar - May 2010)
+171 100

3600 -

3500 A

3400 -

3 300 T T T T T T T T T T T T T T T T T : T T T T T

01/06 07/06 01/07 07/07 01/08 07/08 01/09 07/09 0Y/10  '07/10 0v11 07/11 10/11
it OREEREMEE -

Note: Not seasonally adjusted.
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New jobs created acr oss most sectors

20114758 = B —FEFHEHAMLE e YN S B (%)
Q3 2011 compared with a year earlier Employment growth Percent (%)
it
Construction +28 400 +11.0
WK Lz T
Foundation and superstructure +23 900 +12.6
EFEE  EERIRE o
Decoration, repair and maintenance for buildings +4 500 +6.6
A 15 ) Rt
Import / export trade and wholesale + 900 +0.2
TEE
Retail +16 000 +5.3
ERESE
Restaurants +7 900 +3.7
iy ~ B~ EE SRR R _ _
Transportation, storage, postal and courier services -5 800 -1.8
G ERIES L
Information and communications +15 200 +13.8
Sl > Prbe B ESE
Financing, insurance and real estate +22 300 +6.3
ERMEAREE _
Professional and business services +18 400 +6.3
NFEATEL ~ 18 R Ao _
Public administration, social and personal services +49 400 +5.6
BZEE Overall +138 800 +4.0

BRAR - SFEEFYETRE

Source : General Household Survey
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L abour wages and ear nings r ose notably
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TG (%)

Y ear-on-year rate of change (%)
] & B H P HRsEUA
E Average monthly
i employment earnings of employees
1 BEATBTHESIER
i Index of payroll
1  per person engaged
] TEHEH s
- Wage index
Ql Ql Ql Ql Ql Ql
2006 2007 2008 2009 2010 2011
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Rising inflation is a global-wide phenomenon
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Food and housing still key in driving up inflation in the
third quarter

BEAG o Y EE R e Ry L R HARE

Contribution to the year-on-year rate of changein the underlying Composite Consumer Price Index by major components
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O&m
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O N FEEHEE
Private housing rentals 63 6.4
5 ] . * ¢
5,
Transport . A
O 3t 61 . y
Others . 21 g
* ARG G HEYEIEE 44 20
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Y et food inflation stabilised somewhat In recent months
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(A ERAE2011FEE = T E2%

Flat prices declined by 2% during 2011 Q3

FEE(— LS H=100)
Index (1997 Oct=100)

] 100 77K B A H{FEEEIEE
] Residential price index
(100 sg m or above)

B EEERIEH
Overall residential
price index

10 TR L MEE SRR
Residential price index
(lessthan 70 sq m)

BL1997= 1L
Above 1997 peak: 20%

8199775z
Above 1997 peak: 6%

#1997/ fir
Above 1997 peak: 6%

21



16 000

12 000 -

8000 -

4000 -

f

- BV

TR

1Y

L

Residential property trading turned quieter

HEAYHHE
Agreements received
S 20101 H £ 11H 5
[ 2010 Jan-Nov average
— N ﬂ%ﬂ/" I-16% 20 1t 1
N -30% -34%
-54% (-53% [ -58% [ g0l
v Yy
[ ] vV v
—HA | ZH|=ZA|mA | AR | A | tA /\H 4)% WH | &ZH | AH | R | AB | LB | +A
Jan | Feb | Mar | Apr | May | Jun | Jul | Aug Oct Nov D Jan Mar | Apr | May | Jun | Jul | Aug | Sep | Oct
2010 2011
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PR EN A R UK
Speculative activities largely subsided

MR Z 8 H (A AREL (%0)
500 Number of confirmor transactions Share to total transactions (%)
| R e AL GEE (FERR4E)
| Confirmor transactionsasashareof =
400 total transactions (RHS) /
20101 H £ 11 H 95
2010 Jan-Nov average - 4.0
00 | N B B e e A A A A & 4 alalla
] p L 3.0
] _ \ | -53% | -53%|-58%| -779% | -70%|-71% (-92% |-83% (-85% |-92%
200 //\\\—" ——\
1 o
1| = \4 \ 4 2l
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| Y L 1.0
N Y
N \\/—ri\
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B & FE(O7% 2 4946%
M ortgage payment to incomeratio retreated to around 46%

HERR UL A LERN
100 _Repayment-income ratio” (%)

03 EERE
Less
*® E Affordable

201VFEE =25 4 46
70 - REES ==X WV

2011Q3: around 46

1990-2009F 391K
(1990-2009 average)

60%

S e I I I
\/
30 - a
: EHEHES
] More
* 7 Affordable
10 |
O ] T } T } T } T } T } T } T } T } T } T } T } T } [ } [ } [ } T } T } T } [ } T } —— } — } T
8 90 91 92 93 94 95 96 97 98 99 00 01 02 O3 04 O5 06 O7 08 09 10 11
(M) 45T R B S R (st E B By 0% K A HH 5 204F) AHEHE B A B 8 (R EEENAE FENEE) BYEE=E -

Note: () The ratio of mortgage payment for aflat with saleable area of 45 sgm (assuming 70% |loan-to-value ratio and tenor of 20 years) to median income
of households (excluding those living in public housing).
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Outlook for theremaining of 2011

NS )

B

25



SMNEIEREERR] > ABHORTRA S
HK’s export outlook not optimistic amid increasing
neadwinds in external environment

B S M R (%) BHHE (%)
Annual rate of change Rate of change PRI A F58) FEAEIE R (%)
in real term (%) inreal terms (%) - PMI Y ear-on-year rate of change (%) M
24 i
SFRETH R (LR : ]
World economic C 20 | FRBEELHO (GRS i
growth rate (LHS) r 62 Hong Kong's total exports (RHS) L 30
4 16 ]
1 - 20
2 T . 8 \ 10
4 M :
r o
0 v O [
I 1 46 10
1 B 1 EARREIE AT
21 1 -8 1 RIRST A (£EFE4R) -
s g 1 - i ] Hong Kong's PMI shifted r
AR EMM O (G B 42 - - -20
Hong Kong's total exports (RHS) I 12 - e 5 2 s i) ~ r
-4 — 116 38 4 T T — T I I - -30
1999 2001 2003 2005 2007 2009 2011 * 2005 2006 2007 2008 2009 2010 2011 2012

BRAR - () BEEEESESE T —FI AR (HRKERE) -
Source: IMF World Economic Outlook September 2011.
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Business sentiment of trade-related Domestic and tourism sectors
sectorsturned negative remained optimistic
R (H T ED) AR (H77ER)
5 Net balance* (% point) 50 Net balance* (% point)

40 E

30 - 30 - Ve
20 - 20 A

10 1 10—M

0 3 E

10 -

20 ° -20 3

30 : -30 3

40 3 — I R RS -40 3

-50 1 Import/Export Trade 50 E

: and Wholesale : —E — (R R
-60 3 — Wy ~ B IR RS -60 E Retail Accommodation
70 3 Transportation, Storage 3 and Food Services

. : and Courier Services -70 3

'80 . T T T T T T T T T T T T T T '80 T T T T T T T T T T T T T

Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1
2008 2009 2010 2011 2008 2009 2010 2011
oY FEEBEHAT EHRNEREA —FENEE A o EREE TR ORMEEN T hEER TEE ) OBBEN T thIERE - B

fE A RE ) LTt - 1 & B AT A Bk 3L

Note:* Net balance indicates the direction 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 neaative sian, a likelv downward trend. 27
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Retail salesand In

pound tourism has stayed resilient

FRAE I YRR
Y ear-on-year rate of change
ZEHEE B R BT
Retail sales volume Vigtor arrivals
2010444 2010 Annuad 15.5% 21.8%
2011F 5B —= 2011Q1 16.6% 12.6%
20114F5E — = 2011Q2 21.7% 16.9%
2011FHE === 2011Q3 19.5% 19.0%
2011%F+ H 2011 Jul 22.4% 22.4%
20114 )\ H 2011 Aug 20.7% 17.7%
20114F /1, H 2011 Sep 15.2% 16.8%
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7 THSKERE » R R ARG SR
Stable labour market should help thelocal segment

R (H 78
Net balance* (% point)

TR (%)

Y ear-on-year rate of change (%)

20
15

10

LR NBIE & (E1EAR)
Employment growth (RHS) T

o 1 1Y/

ENAS //

1Ql Q@2 Q3 Q4 QL Q2 Q3 Q4 01 Q2 Q3 4
12006 2006 2006 2006 2007 2007 2007 2007 2008 2008 2008 2008

LN ANTF-HITEI (FEAR4R)

Q3 Q3 Q4 2 Q3 Q4 QI Q2 B 4
Q2009 2000 20092010 2010 2010 2010 2011 2011 2011 2011
=

Business expectation
on employment (LHS)

PRI T R AN BRI — R Uy - TREE T b AR S o thEUES T TR AR o theVERE - IERYS

AIREE Bt o M BRI RERRES

Net balance indicates the direction of expected change in number of persons engaged versus

the proportion of establishments choosing "up" over that choosing "down". A positivesigni

preceding quarter. It refersto the difference in percentage points between
ndicates alikely upward trend while a negative sign, alikely downward trend.
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Economy should be ableto attain 5% growth thisyear

BEHIRE (%)
Rate of changein real terms (%)

14
12 - AR EARE
10 | Gross Domestic Product

5%

R

- 10-year trend growth

N (2001-2010) \/

4

-6

'8 : I I I I I I I I I I I I I

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
(FECHN)
(Forecast)
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| nflation expected to edge up further before reaching peak

SNE 5 E Externally:

o BERRESL RS ERAEE B B REE
Global food and commodity prices retreating lately

. HESEREIE
Mainland’ s food inflation has peaked

A3 75 E Domestically:
o HpitHe EARRIRRE

Further feed-through from the earlier rental increases

o HritErs HHE T IRENAE
Theincrease in latest market rentals has narrowed

o KPR - PIER TRl e SR -
Prlce pressure should ease following further deceleration in the
economy
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Economic forecastsfor 2011 as a whole

BEEEEERR 5%
Real GDP growth

B EiRR 5.2%
Headline inflation

FARRRAR 5.3%
Underlying inflation
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Outlook for 2012
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Uncertainties abound in the exter nal environment

FE BRI A BGIRL S

Economy losing momentum
conditionsin US

B 7 s M R

and difficult fisca

Lingering concern over European sovereign debt crisis

e A B R G =2 B TR

(K
}J_"/%El

Weakening external demand weighs on Asian and

emerging market economies
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Short-term outlook in US and Europeis bleak

%L

Index

=R At e B E
JE LR ETER
USISM non-manufacturing Index

EEEEE S
TEEEER

US ISM manufacturing Index

O ] L L L L L L
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Bt
I ndex
BT AR S S PR A A S 5
Eurozone Services PM|I

T, M

BTl S SR PR R TR B
Eurozone Manufacturing PMI
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Fiscal sustainability in advanced economiesisa key concern

Bt Eurozone
%% o Portuga
B Italy
R Irdand
il Greece

P Spain
=B US

£¥k World
eSS
Advanced
LR RS
Emerging economies

BRI BIfE G R G 4H
Source: IMF

B IPT O S b L 2
BB &R

MBGSERE A AEZRE BUFEREGAt A ERE

Rea GDP Fiscal balance
Growth as % of GDP
TECHI TECHI TECHI
2010 2011 (F) 2010 2011(F) 2016 (F)
(%) (%) (%) (%) (%)
1.8 1.6 -6.0 -4.1 -1.3
1.3 -2.2 -9.1 -5.9 -1.7
1.3 0.6 -4.5 -4.0 -11
-0.4 0.4 -32.0 -10.3 -3.7
-4.4 -5.0 -10.4 -8.0 -2.8
-0.1 0.8 -9.2 -6.1 -4.1
3.0 1.5 -10.3 -9.6 -6.0
5.1 4.0 -5.9 -5.0 2.8
3.1 1.6 -75 -6.7 -3.4
7.3 6.4 -3.7 -2.6 -2.0

Government gross debt

as % of GDP
TEH FEH
2010 2011(F) 2016 (F)
(%) (%) (%)
85.8 88.6 86.6
92.9 106.0 110.5
119.0 121.1 114.1
94.9 109.3 114.3
142.8 165.6 162.8
60.1 67.4 77.4
94.4 100.0 115.4
73.8 75.3 76.1
98.1 102.9 109.4
40.9 37.8 30.9
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Growth INn Asian economies continued to fare better than
advanced economies, though likewise moder ating

BB (%)
Y ear-on-year rate of change in real terms (%)

HEEBE R (%)

Y ear-on-year rate of change in real terms (%)

& (CHE) (a3%) — PEPMCERS) (9.1%) |

Hong Kong (LHS) Mainland China (LHS) +

— R (CIRAR) (3.4%) — ER(ER4) (1.6%) |

5 1 South Korea (LHS) US(LHS) T
- (L4%) —— FimscamEs)  (5.9%) |
EU (LHS) Singapore (RHS) E

— BE(AIER) (3.4%) 1

] Taiwan (RHS)
-10
Q1 Q1 Ql Ql Q3
2008 2009 2010 2011

- 24

- -12

L .16
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Industrial production in Asia decelerating notably

FLAFIE R (%) PR (%)
A0 Y ear-on-year rate of change (%) Y ear-on-year rate of change (%) 80
- 60
- 40
- 20
0 N> S vV Y VAR
5 \/\/ — RN HL(EELR) — PR (/CREAR) \
7 Mainland China (LHS) South Korea (LHS) i
-10 — HIE(HEAR) — g cEREg)* 1 20
15 1 Indonesia (LHS) Singapore (RHS)*
| — BE(LIEL) — RRPEEE (G1E4R)
-20 A Taiwan (RHS) Malaysia (RHS) 1 -40
25 - — JEERE (G4 [
1 Philippines (RHS) i
_30 ] r r ] r r ] r r ] r r ] r r ] r r ] r r ] r r ] r r ] r r ] r r ] ] ] ] r r ] r r ] r r ] _60

107 4/07 7/07 10/07 1/08 4/08 7/08 10/08 1/09 4/09 7/09 10/09 1/10 4/10 7/10 10/10 V11 4/11 7/11

it Y NEEREUREN AR EIEE o 21T ELE 2010 BESE EAY20% -
Note: * Excluding the volatile biomedical manufacturing sector, which accounted for about 20% of the total value in 2010.
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Major factorsin HK’s economic outlook next year:

B (E A iR (E

Whether European sovereign debt crisis can be contained

HESAY =S - R Eres INEGRP A7 |
Impact on global and Asian economies from the slack in
US and Europe

AENSEY | GeRAENEL
Asset market conditions; Changes in capital flows

AR ~ BUERE A HERFHEI IR E

Whether domestic demand and employment can hold up
fRilE G > 1 ERSETAERYIE R - [EEEEER
Vibrant inbound tourism and hectic infrastructure should
render some cushion

|
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FETE R T SRV 2012 B AR AR I R FEHI (G- 29 8
2012 GDP forecast for ‘Hong Kong by selected private

sector economic for ecaster s (average)

FREEHE R (%)
Annual rate of changein real terms (%)

50 5.0

20114E7H 201148H 20114.9H 20114£10H 20114£11H
Jul 2011 Aug 2011 Sep 2011 Oct 2011 Nov 2011
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L ow-income households
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|ncome improved hugely
i Dl RS
Y ear-on-year rate of change
YT BE
Nominal Real
e ST H FHEHsERA (20114F 5 =) 8.1% 1.6%
Average monthly employment earnings of full-
time employees (2011 Q3)
FEFPEHARPAE (011F 5 =) 11.1% 4.4%
Median monthly household income
(2011 Q3)
WA BTS2 iE 25 H FHERsRIT 13.1% 5.0%

A (01155 =)

Average monthly employment earnings of full-
time employees in the lowest decile group
(2011 Q3)
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I AfEJL 6,500 MBI AL F* B H K ELH

Number and proportion of low-income households with
monthly income below $6,500*

3 457 Household Type wrrh
i34 E&EE  EEHEFE e pESOREE AL
Period Elderly Non-elderly Total Economically active
households households persons therein
Q3 2008 7 100 74 300 81 500 91 000
(0.3) (3.3) (3.6) [2.6]
Q3 2009 7 000 84 900 91 900 105 600
(0.3) (3.7) (4.0) [3.0]
Q3 2010 7 200 63 800 70 900 79 900
(0.3) (2.7) (3.0) [2.3]
Q3 2011 7 300 50 600 57 900 64 600
(0.3) (2.1) (2.4) [1.8]
() BRAGFRISEA GRS ABEN B —SEEENE65007THIEF o Sl R AT I R B EE A L -
() WFTAZREEEHIELE] (%) - [ 1 #5F7A 558 A CIHIER(T (%) «

Notes: (*) Low-income households refer to households with monthly household income less than $6,500 at constant 2010 prices. This does not include
households with all members being economically inactive.

() Proportion in all domestic households (%). [ ] Proportion in total labour force (%).
43
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Number of low-income households*

#H (000) HrE (%)
Nurber (‘000) Percent (%)
160 10
i -9
140 5.7
-8
120 - COIJEREFEF (LG
(5.0) \@) -7 Non-elderly households
i 4.4) (LHS)
100  (4.6) (4.3) (3.9) 4.0) 6
3.6
%0 ~ = o 5 OO EHER i)
\\ / \ Elderly households (LHS)
a0 - \\ \/ N &4) -4
40 1 — KA ER
2 (GTE4R)
20 Seasonally adjusted
R unemployment rate (RHS)
0 0

Q @@ Q@8 Q@ Q@ Q@B Q@ Q@ Q@ Q@ Q3
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

it (f)  (RRAEFPRIESHESARMER B —ZEEETE6,5007THIES « &N EEMAE RIFEELEEHA LR -
AR 2 S A R E L P HIERA -

Note: (*) Low-income households refer to households with monthly household income less than $6,500 at constant 2010 prices. This does not include
households with all members being economically inactive.
Figuresin brackets are the proportions of low-income households in all domestic households. 44



(R ALE P> ARt B R

Socio-economic characteristics of personsliving in low-income households*
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Note: (*) Low-income households refer to households with monthly household income less than $6,500 at constant 2010 prices. This does not include
households with all members being economically inactive. 45
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Composition of economically active personsin low-income
households*
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Notes: (*)  Low-income households refer to households with monthly household income less than $6,500 at constart 2010 prices. This does not include
households with all members being economically inactive.
Figures in brackets are the year-onyear changes in number of economically active personsin Q3 2011. 46
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Employment conditions of low-income households* moving in tandem with

economic cycles
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Notes: (*) L ow-income households refer to households with monthly household income less than $6,500 at constant 2010 prices. This does not

")

include households with all members being economically inactive.
Monthly period-end figures. 47






