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Economic performance in Q1 2014
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HK economic growth moderated in Q1 amid slower exports
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Exports to EU and US remained 20-30% below pre-financial

Crisis...
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Growth in exports of services also moderated
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Domestic sector
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Domestic demand became a driver for economic growth amid
weak external demand
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Labour market
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Unemployment rate stayed at 16-year low
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Note: Not seasonally adjusted except the overall unemployment rate. 9
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Earnings continued to improve in real terms
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Nominal Net of Real
growth inflation* growth
FEEUT A A8 (20144E5E—2F) 7.7% 4.2% 3.4%
Median employment earnings (Q1 2014)
ZRIERIT (8 2R EEUA (201455 —2) 6.4% 4.3% 2.0%
Average employment earnings of full-time unskilled
employees (Q1 2014)
K H R LS B A5 B (2013426 ) 6.0% 3.6% 2.2%
Salary index for managerial and professional employees
(June 2013)
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Notes : (*) Inflation for the first and the fourth indicators were computed using the year-on-year rate of change of the Composite Consumer Price Index,
while that for average employment earnings of full-time unskilled employees and salary index for managerial and professional employees were
computed using the year-on-year rate of change of the Consumer Price Index (A) and the Consumer Price Index (C) respectively. 10
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Number of low-income households* stayed at low levels

of recent years
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Notes : (*) Low-income households refer to households with monthly household income less than $7,000 at constant Q2 2013 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. 11
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Local property market
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Property market remained quiet
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Flat price declined slightly Trading remained at low level
faf(—F—_4F—FH=100) jEGEE |
Index (Jan 2012=100) Agreements received
150 16 000
108 2H 70f)ﬁ<l‘iT 117 108 28
2012 2013 ETEREER 2010 20122013
Residential price index H ' N
140 (less than 70 sq m)
\/\’\/ 12 000 .
100 5eizb - ] A
FTERISE BRSO BRI (B3]
130 {  Residential Overall 1997-2012
pri;e index residential monthly
(100 sq m or above), price index 8 000 average
120 4 —\/
e 4000
110 Overall
residential
rental index
100 | e
01712 04/12 07/12 10/12 01/13 04/13 07/13 10/13 01/14 04/14 09/10  03/11 09/11 03/12 09/12 03/13 09/13 03/14
13
#ﬁt % % \II ié:’

E N \#ﬁ%tt$%l W= BQZOE ﬁ
Mortgage payment to income ratio still higher than
the 20-year average
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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). This ratio is different from the debt servicing ratio published by the HKMA, which is the
ratio of actual monthly debt obligations of mortgagees to their monthly income of newly approved mortgages.
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The Government’s measures to increase flat supply
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continued to yield results
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Note : The above figures included unsold units in completed projects, units under construction but not yet sold by presale, and units from
disposed sites where construction may start anytime.
Source : Transport and Housing Bureau.
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Outlook for the remaining of 2014
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The US economic recovery is yet to bring strong support
to Asia’s exports
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Leading indicators trend up But import demand is yet to pick up
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Recovery of the eurozone economy remains weak
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Economic growth continued

) but at slow pace L@ Inflation was too low
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The Mainland economy was largely steady, but also
decelerated somewhat
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Global growth forecast for 2014
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GDP growth IMF forecasts on 2014 GDP growth
in 2013 20144E1H 20144E4H

2R 3.0 3.7 3.6
World
F[ 1.9 2.8 2.8
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BT -0.5 1.0 1.2
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Change in US monetary policy caused substantial asset market
fluctuations in emerging markets

B B LT 35 3R 2 (R A 441 DA SR BNV B K R 1R MR

Year-to-date high-low differences in asset prices in emerging markets
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Leading indicators pointed to modest momentum in Asia while
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geopolitical instabilities may cause disruptions
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Locally, retail sales plunged in April, reflecting decline in per
capita visitor spending
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Analysis on economic outlook for 2014

IEHEIAZE Positive factors

o NHEORAERF PR K coi 2N B SRR E AR
Mainland economy maintaining steady growth; Asia as a whole benefitting from
recovery in advanced economies

o AEHRE SR BRI #ErT

HK still in full employment now; infrastructure works continuing apace

F17E & Downside risks

o BRBEME R E
Relapse in recovery in the US and EU

o FEREWBORIEELSESRIAIEE) - Bz
US monetary policy normalisation resulting in funds flow reversal and strains on
emerging markets

o BHMZBUARERE - ZRERHE I EARE
Geopolitical tensions on various fronts, especially the situation in Thailand
o REHEEGE - EEFHE - R BB RERE
Slowdown in tourist spending, if continued, would impact on economic and
employment situation
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Inflation
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Underlying inflation receded in the first four months
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Underlying inflation rate looks set to ease further
to 3.7 % this year (1)
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Rental pressures softened on a broad front Wage growth was largely steady
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Underlying inflation rate looks set to ease further
to 3.7 % this year (2)
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Modest imported inflation Food inflation also contained
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Economic forecasts for 2014
SETH

Reference

B EEERESHS  FARE

Government IMF Private sector
HEERERE
Real GDP growth 3-4% 3.7% 3.4%
ERFEIRE 5 N
Underlying 3.7 % AEH AEH
inflation N.A. N.A.
BRERR
Headline 4.6 % 4% 3.8%
inflation
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