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Economic performance in 2012 Q3
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Economy continued to show modest growth in Q3

HEWERCR (%)

R = FEEREN R

Rate of change in real terms (%)
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External sector
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Exports of goods rebounded slightly

BRI (%)
Rate of change in real terms (%)

: SO
E Exports of goods
: R
: Year-on-year change
E 4.7%
Y i
z N \74/ N\
3 R
= Seasonally adjusted quarter-to-quarter change
Ql Q1 Q1 Q1 Ql Q1
2007 2008 2009 2010 2011 2012

Q3



B IS Y 92 S 58 HEBRSE TSR 95
Exports to Mainland rebounded strongly, yet the US and

EU markets were still sluggish
BEEAREYHOE

Hong Kong's merchandise exports in volume terms
LR (%)

Year-on-year rate of change (%)

BXER FEE P HA HC A g
EU USA Mainland Japan Other Asia

2010 Annual 6.6 14.5 20.0 15.5 25.1
2011 Q1 6.6 5.4 19.3 4.1 23.6
Q2 -0.9 -12.0 -2.5 -5.9 13.1
Q3 -4.3 -15.1 -6.2 -4.1 12.2
Q4 -8.3 -11.0 2.8 -2.3 6.2
Annual -2.2 -9.2 2.5 -2.2 13.4
2012 Q1 -9.7 -7.1 -7.8 -15 -1.4
Q2 -12.5 0.1 -0.6 1.5 -2.2
Q3 -14.1 -0.1 9.7 £ -4.4
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Exports of services moderated visibly...

HEMRE (%)
Rate of change in real terms (%)

g o

Exports of services

HAE SO

Year-on-year change
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mostly dragged by sluggish external demand, but

tourism earnings also slowed

17 EE R (%)

Year-on-year rate of change in real terms (%)
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Domestic sector
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Domestic demand remained on the rise

R EEE R (%)
Year-on-year rate of change in real terms (%)

Hipr
Of Which :
AHIEE R NN =E="{ N AN = N AN

Domestic demand Private consumption expenditure  Gross domestic fixed capital formation
2011 Q3 10.3 9.5 11.6
Q4 5.0 59 9.3
2012 Q1 5.3 6.4 12.6
Q2 2.3 3.1 5.7
Q3 3.1 2.8 8.7
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Labour market, while still in full employment,

KRR (%)

Unemployment rate (%)

began L0 Ssee some pressure

10
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2 BEKREHET
Professional and
managerial staff
0 . | . | . | | | | | | | | | | . :

Overall

S

Bl 55 1

Lower-skilled workers

3.4%
3.3%

2.0%

Qll Idll Idll Idlllldlllldlllldll IdlllldlllIdlllldlllldlllldlll

1 Aug-
Q Oct

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

it PRERESERIN - HMY BRI E T -

Note: Not seasonally adjusted except the overall unemployment rate.
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Total employment growth decelerated slightly

PR (%)
Year-on-year rate of change (%)

Total employment
ZEIANL
Labour force 2 0%
1.9%
AN
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13



i

\Z.H

Inflation
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Underlying inflation continued to taper

BEARG o Y EE R e Ry L TR E

Contribution to the year-on-year rate of change in the underlying Composite Consumer Price Index by major component

(%)
O HoAt 6.4
Others 6.1 .
5.9
L B -
Transport
BN FEM 5.0 5.1
Private housing rentals . - =
B ] ]
Food 40
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_ocal property market
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Mass market flats saw larger price rise so far this year

20124:10F  20124£10H
L1112 AHELO8AE AL

$=8 (— 71 F14E=100) Oct 2012 Oct 2012
Index (1999=100) v.s. Dec 2011 v.s. 2008 trough
280
+11% +79%
260
240 A REAfr (16075 KE L F) . .
Large flats (160 sq m or above) +23% +113%
220 - +24% +116%
200
180 - N
o B (o (A T
160 1 / Overall residential
140 \ price index o
120 - ) N
I\
. /
100 vq iy S\t
80 -
60 | H/NBLEEAT (705K BAT)
Mass market flats
e (less than 70 sq m)
20 \HHHHH}HHHHH\}HHHHH\}HHHHH\}HHHHH\}HHHHH\}\HHHHH}\HHHHH}\HHHHH}H\HHHH}H\HHHH}H\HHHH}HHHHH\}HHHHH\}HH\HHH}HH\HHH}HH\HHH}HHH\HH}HHH\HH}HHH\HH}HHH\HH}HHHH

19911992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 200920102011 2012
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Mortgage payment to income ratio worsened further

HERCE AEERA
100 7Repayment income ratio” (%)
% - GIERE
] Less
80 : Affordable
] 20124F5E =2 1 4 50
70 ] 2012Q3 : around 50 \/
L 1991-20104F F#5)1H
] (1991-2010 average)
50 T TS TFEEETEEEEEEEEEEEEEEEETERYY """ " FREEEEEEEEEEEEEEEEEET "
40 - \/
30 ] L
] =7 i
. More
204 Affordable
10 -
O 1 T } T } T } LI } L } L } T T T } L } L } L } LI } } T } T } T T } L } L } T T T } } T } T } T T } T ‘

89 90 91 92 93 94 95 96 97 98 99 OO 01 02 03 04 05 06 07 08 09 10 11 12
it o (Y) ASPITR BRI AT HS MK (RS R T0% R AR5 1y 204F) AHEHER AR P 8 (F BREER B FEAVER) HIELR -

Note : (*) The ratio of mortgage payment for a flat with saleable area of 45 sq m (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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Supply side measures to tackle the problem at source

are yielding positive results

FEEREMEH (UFEEIEH)

Number of domestic units (four-quarter cummulative)

25000

20 000 ~

15000 -/~

10 000

5000

EEH T EEEZEN L
EERTIE
Consent to commence

general building and
_— superstructure work \

18 601

20024F 78 201145 - #498 17 280

2002-2011 average

2002 2 2011 2148
2002-2011 average

EEBE TR T
Notification of
commencement of general
building and superstructure

Q1
2007

Q1 Ql Q1 Ql Q1
2008 2009 2010 2011 2012

03
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Outlook for the remaining of 2012
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(1)

(2)

(3)

(4)
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Importance of the US and EU vis-a-vis the Mainland
to the Hong Kong economy

FEIELFRN TR R A E R IEREE R (%)

Share of major advanced economies and Mainland China in Hong Kong’s selected economic indicators (%o)

uS EU
EYtEREE i Es™ (2010) 18.9%  17.3%
Goods-related exports earnings* (2010)
AR (2010) 21.1% 18.6%
Exports of services (2010)
IR EBECE T A(2010) -27.9% 7.0%
Flows of IDI (2010)
HEREW A (2011) 0.4% 0.7%
DI Income inflow (2011)
HeimifE (201241 HE) N.A. N.A.
Stock market capitalisation (end-Oct 2012)
) H O S EYE O E 5 K =S SUA -
(NA)  Reeeft -
Notes : (*) Exports earnings include earnings from re-exports of goods and offshore trade.
(N.A) Not available.

=B BX A

HA&

Japan

5.1 %

5.9%

2.8%

0.0%

N.A.

HEF RN
Sub-total for
US, EU and Japan

41.2%

45.6%

-18.1%

1.1%

5-6%

A

Mainland

38.0%

28.5%

52.6%

49.0%

56.9%
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US consumption fared Eurozone economy still
somewhat better than expected In doldrums
a8 PRI (%) a8
-0N- 0
120 Index Year-on-year rate of change (%) 3 120 Index 60
| 1997-20064 P FE# (FEASAR ) ] BTSSR ’
Average of 1997-2006 indices (LHS) | i \Z«@E?a%z(ﬁﬁ %)
. 16 . Eurozone 5
100 | I 110 - Composite PMI (RHS) T 90
, {4 ] ,
80 | [EHae 100 - 50
] [73.7 ]
| 2 | L
- i | 45.8
60 | /\ i 90 -+ 145
| zmgmsme A\, f ] j
. 85.7
FE B s v (e | ,
(FEH2E4R) - i
40 +US Conference Board [ 80 + 1+ 40
| Consumer Confidence 1o | B L ST (200
Index (LHS) i | (fefELs )
1 : 0 ] Eurozone economic " 3
1§ ! 70 + St + 35
20 7 (s B () - | sentiment indicator (LHS) [
| Household consumption i 1
expenditure (RHS) | y
0 7‘HH‘HH‘}H‘HH‘H‘}‘H‘HHH‘}HHHH‘H}HHHHH‘}‘HHHHH}H‘HHHi_6 60 5 8 30
1/06 1/07 1/08 1/09 1/10 1/11 1/12 01/07 01/08 01/09 01/10 01/11 01/12
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Mainland economy set to bottom out and improve

R PR (%)
Index Year-on-year rate of change (%)
1 Hh B P A SE PR SRR B R I H (AR {
(fefEsg > giksAfEA) Mainland China's L
Mainland China's manufacturing PMI exports (RHS)

(LHS, shifted forward by 5 months)

7 HSBC China
manufacturing PMI

8 by’S months) e ] Ay B S PR R
i - W CET B (AR - RS 1fE H) s
Mainland China's manufacturing PMI
+ - new export orders

(LHS, shifted forward by 5 months)

1 40

(LHS, shifted forward T

- 50

C 30
L 20

C 10
- 50.2

0
[ 50.4
r 49.3

- -20
- -30
40

- -50

1 60

L B

1/07 7/07 1/08 7/08 1/09 7/09 1/10 7/10 1/11 7/11 1/12 7/12 1/13

30

25

20

15

10

FEAE R AR (%)

Year-on-year rate of change (%)

T o BRI P 3 R R

B P th [ T B R

Mainland China's
fixed asset investment

HHEAGH

Mainland China's retail sales of
consumer goods in real terms

L

|
T

L

}xw}xwyxwywx[xwywx{xwy

T

22.2%

13.5%

1/10 4/10 7/10 10/10 1/11 4/11 7/11 10/11 1/12 4/12 7/12 10/12
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Economy forecast to grow by 1.2% for 2012 as a whole

e e
o N b~

® & A N O N DM O ©
| Ll

BEERE (%)
Rate of change in real terms (%)

TSR

(2002-2011)

] A H A BEGEME

Gross Domestic Product

1.2%

N

2002 2003 2004 2005 2006 2007

2008 2009 2010 2011 2012
(FEH)

(Forecast)
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Imported inflation is receding  Wage pressure eased somewhat

FE B RCR (%) FLAEE AR (%)
20 Year-on-year rate of change (%) 15 Year-on-year rate of change (%)
O | ——RHEIEEH
gport%pnc:ﬁ% 1 Nominal wage index
_<l:‘1:1|j¢7}\_l:[§\ — == o A SR A TE
| el e 6 e 1 ﬁoﬁiﬂ%ﬁi ?)?gjjiﬁ%e%kperson engaged
15 L HER o O {E A 10 |
, Import price of consumer goods
— JE A 1 fE A
Import price of raw materials
— &R i O ERE | 6.6%
Import price of capital goods }
- 5.1%
46% 0 A
2.8% | W_/
2.5% i
2.3% i
0.3%
-5 +
_5 T T T T T T T T T T T T
-1 - e
Q1 Q1 Q1 Q1 Q1 Q1
Q1 QI QI Q Q QI Q Q Q Q QI Q QI Qi
2007 2008 2009 2010 2011 2012 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
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15

-15

-45

P2 AERE R (%)
Y ear-on-year rate of change (%)

FHE R

=S A

Movements in rentals varied

40
— B (LR
Retail sales value (LHS)
i = R SRR (FE 154 130
Shop rental cost (LHS) -
i - 20
-14.3%
i - 10
1 5.8%
0
+ +-10
+ + -20
L e B o O LA et e o S )
Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1
1997 1999 2001 2003 2005 2007 2009 2011

ARG (%)

Year-on-year rate of change (%)

60 - 20
B SR (ZEE4R) i
Office rental cost (LHS)
W s EEMHE (FIR%)
45 Fresh letting residential rental (LHS) 115
HE At A R E (G 4AR)
Real gross domestic product (RHS)
30 - + 10
15 = 5
| 8.9%
L 6.5%
- 1.3%
0 0
A\
-15 - +-5
.30 + +-10
-45 \\\{\\\{\\\{\\\{\\\}\\\{\\\}\\\{\\\{\\\{\\\{\\\{\\\}\\\}\\\{\ -15
Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1
1997 1999 2001 2003 2005 2007 2009 2011

26



TERRIEIYE SRS TERNG » 20124E RAEFEAING B b33
With slower-than-expected easing, inflation forecasts
for 2012 as a whole are revised slightly upwards

HEAF IR (%)
- Year-on-year rate of change (%)
BEARGEHEYETER
Underlying CCPI
5 4.5%
| 3.9%
0 7
| B GTEHEYIERRR
1 Headline CCPI
_5 T T T T T T T T T
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
(FEDHI)
(Forecast)
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Notable downside risks to global economy in 2013

S St —im = L R RR T TR IR ER B Bl 1 ] - <
S R T 5 B IRZ )

A new round of QE by the US Fed would worsen the global
liquidity glut, inducing greater volatility in the financial markets

SRR BB & B | R T
US economy growing slowly; impending “fiscal cliff”

BX (RO PR2 3R KA » Pl o] BEfig s o —imir Bk el i =
Euro debt crisis yet to resolve, might trigger another round of
global financial market turmoill anytime

LR LT P A A BT 507 2 A S B B 3
Asian and emerging economies’ near-term outlook still hinges on
developments in the advanced economies

28
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Growth

L

orospects for 2013

> (%)
1 TANBERE B B 20124211 F YEE B3 R M
1 B Consensus forecasts for economic growth as at Nov 2012
10 1 W2012FELOFRE R
] Economic growth in 2012
1 E2013F&KEM R S5 81
8 T Economic growth in 2013 '
6.6
] 6.0
6 1
4 1 35 33 35 34
] 22 19 e 23 2.0
2 T ' 1.2
] 0.0
3 ]
] -0.5
- FEE BUTE rH B A 3 & R =0 Hrhnsz M (E ABRSN
us Eurozone Mainland Hong Kong Republic of Taiwan Singapore Asia (Ex-Japan)
China Korea
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l_ow-Income households
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Earnings improved In real terms

HRAF R
Year-on-year rate of change
2 BE
Nominal Real
TEFEH (2012575 H)
5.1% 1.7%
Wage Index (June 2012)
wie AR e S (20124055 —3F)
6.6% 2.3%
Index of Payroll per Person Engaged (Q2
2012)
FHBERWA AL E (201256 =)
8.3% 5.1%
Median monthly employment earnings
(Q3 2012)
WA E+F o EESEH Y
FLZEWA (2012555 =) 7.2% 5.2%

Average monthly employment earnings of
full-time employees in the lowest decile group
(Q3 2012) 31
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Number and proportion of low-income households with

monthly income below $6,500*
{£FJE%] Household type

Rk

=E g

B HA EEEE FERHFEE 4 e SEA)
Period Elderly Non-elderly Total Economically active
households households persons therein

Q3 2008 7 200 74 400 81 600 91 100
(0.3) (3.3) (3.6) [2.7]

Q3 2009 7 100 84 400 91 500 105 100
(0.3) (3.7) (4.0) [3.1]

Q3 2010 7 200 62 900 70 000 79 200
(0.3) (2.7) (3.0) [2.3]

Q3 2011 7 500 49 900 57 400 63 900
(0.3) (2.1) (2.4) [1.8]

Q3 2012 9 600 50 200 59 800 64 800
(0.4) (2.1) (2.5) [1.8]

ik () BAERREFHER ARRF 2010685 E 1i{H6,5007tHIER & il M EfERTA S RIERE B EEALHES -
() EFTAEREEFHIEEST (%) - [ 1SFA 5580 AIEIEEHRT (%) -

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 (%).
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Number of low-income households*

%(H (000) BHaE (%)
Number (‘000) Percent (%)
160 10
140 - (5.7%) .
120 - COIERBEER (£
5.0%) \{O\%) Non-elderly households
100 - (4.? (4.3%) @.4%) 4.0%) (4.0%) -6 (L)
(3.6%)
80 - N /™ O EHER GBS
\\ / \Q%) Elderly households (LHS)
60 - \\\/ N (2:4%) (2.5%) 4
40 - — M ARER R ER
2 (G1F4R)
20 Seasonally adjusted
unemployment rate (RHS)
O I I I I I I I I I I I O

Q3 Q3 03 03 03 03 03 03 03 03 03 03
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

it (%) (RIRAE P RIEE S A SR 20104 E E i f86,5007THIE = « &I RS RIFREELEEIH A LHER -
FESR R R S A R E L P HIERA -

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.
Figures in brackets are the proportions of low-income households in all domestic households. 33
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Socio-economic characteristics of persons living in low-income households*

B/ E): 64 800
15-59 5% Economically active: 64 800
Aged 15-59
(45%)

50 900
JHEELLR S

Economically inactive
(44%)

> 20 400 6 000 15 200 23 300
5 E3 BEFE  HREEm 'S
y Full-time Underemployed Voluntary y Unemployed
E (31%) (9%) part-time E (36%)
i (23%) i

BLFEA L 41 600
 Employed persons: 41 600

5 100 36 500
60 A
60 or above
B B _ (11%) e R T A BARRT T A
—“O—ZH#B=F Higher-skilled workers Lower-skilled workers
Q32012 (12%) (88%)

it () ERRAEFZIEEH EE AREF 20104 E E Hi{H6, 5007t E S « &I A aEAAERIFEEQEE A LIES -

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. 34
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Composition of economically active persons in low-income

A (000) households*
Number ("000)

80 -

70

60 -

40—;
30§
20

KFE

E Unemployed
50 t\/ (3% 111 1 000 A_, 4%)

(Up 1000, 4%)

£ B

Full-time

Gk /1> 2300 A_, 10%)
(Down 2 300, 10%)
— R

:/¥ L —" Voluntary part-time
10 1 (b4 411 3900 A, 35%)

+—

O : T T T T T T T T T T Et%z:ﬁ
Underemployed
Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 (v 17004, 22%)
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012  (Down 1700,22%)
i () BRAFEFEEETHER ARER20104E E i {86,500t « & H N EFEFTE R RIFE LR a8 N LHER
FEIR ANV 22012455 = R R EFIIY A\ Bl — R LAy EE) -
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.
Figures in brackets are the year-on-year changes in number of economically active persons in Q3 2012.
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Employment conditions of low-income households* moving in tandem with

economic cycles

A# (000) A& (1000)
T Number (‘000) Number (‘000) i
%07 G NI () [ 20
Total unemployed in the I
] economy (RHS) i
60 - 180
40 - \ - 120
— T N\__ L
\ / N I
0 RENFREREE () B B B o 953 A (i) %
EI:_SHSSA)\ active caseload”(unemployment) Unemployed in lowsincome households (LHS) i
O ] T T T T T T T T T T T T T T T T T T T T T T I 0
Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Oct
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012
it () ERIEAEFZEEEAEE ABKA 20104 E E ii{E6,500iIEF o &N BT RIERE BLREB A LA ES -
" REHIEHRES -
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.
Monthly period-end figures. 36
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