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Hong Kong’s economic growth picked up further in 2016 Q3

BE IR (%)
Rate of change in real terms (%)
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Economy is expected to attain
further modest growth in 2016 Q4

s BEFTE R (%) HAE BB RERR (%)
HEEEWRER (%) Year-on-year rate of Year-on-year rate of
pq _Year-on-year rate of change in real terms (%) o0 change in real terms (%) change in real terms (%)
] - 48
16 - §<t7/fan]m
] Exports of goods F 42
12 - | 36
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. ] Domestic demand (LHS) 18
] - 12
-4 5
P 5551 e _
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Note: (*) Rough estimates based on merchandise trade values. Note: (*) Rough estimates based on merchandise trade values. 3
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~ Labour market remained in full employment,
with the latest unemployment rate edging down to 3.3%

RIFEZR (%)

Unemployment rate (%)
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Note: Not seasonally adjusted except for the overall unemployment rate.
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Underlylng Inflation at a low level
ERGOHEYEERIREEE R X EHBTEH

Contribution to the year-on-year rate of change in the underlying Composite Consumer Price Index (CCPI) by major component
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Note:  (*) By reference to the new 2014/15-based CPI series. 5
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Incomes sustained real improvements

HA*

Income*

TR (%)
Year-on-year rate of change (%)
HEW R HEHEE
Nominal growth  Real growth

woe A IR 2358 (2016455 =)
Index of payroll per person engaged (Q3 2016)

Z(E S PRSI (201655 ==F)
Average employment earnings of full-time employees 4.9 2.0
(Q1-Q3 2016)

e TR EA
Among those: with elementary occupations
it (%) MEFRINERERL -

Note: (*) Excluding foreign domestic helpers.

4.1 1.0
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Number of low-income households* hovering
at a relatively low level

#H (000) B3 (%)
160 Number ('000) Percent (%)
140 -
- 8
120 - CIRRBEF (EE4R)
Non-elderly households
(4.9%) (LHS) g
100 -
(4.2%) 3.9%) )
80 - 3.4%) . O RAREF (548
3.3%) (3.D9(3.0%) \3.0%) (2.8%) Elderly households (LHS)
2.6% 0 2.4%
60 N NE.4%) O[] (24%) (5 30 24%) 4
40 - — R R S SR
2 (HEE)
20 - Seasonally adjusted
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O T T T T T T T T T T T T T T T 0

Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 03 Q3 03 03 03 03 Q3 Q3
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() ERAEERESAFEPABKA20155 5 22RE E fi{E7,600ThEF o & Pl N EREA Y BIER B EE A LI ES -
FESE A B AR (S ATA REEE FHIELH] -
Notes : (*) Low-income households refer to households with monthly household income less than $7,600 at constant Q2 2015 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. 7
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Economic growth and inflation forecasts for 2016

20164E11 H A HREYTEH]

Forecasts released in November 2016

BEEEBHERR

Real GDP growth 1.5%
AR

Underlying inflation rate 2.3%
BAcERR > 404

Headline inflation rate
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L_ocal property market
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Property market quieted down

after the new demand-sio

e management measure,

It will take some time before the effect can be fully seen
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Monthly rate of change (%)
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Economic outlook for 2017
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US raised interest rates last month, but there are still
uncertainties about the pace of future interest rate hikes and
the economic policy directions of the new administration

TR (%) TR (%)
4 Year-on-year rate of change (%) (%) 12 3 Year-on-year rate of change (%)
RIFER (GBI 1 10
Unemployment rate (RHS) |
3 Bt e Ee AR H A
Fed's inflation target
-8 2
t f o E N2
i | e SZ VI (ETE 1.6%
2 | 16 Core PCE price index
1 1.4%
S N () .1
| Average hourly earnings
1 1 (LHS)
- 2
BB EE R SV ETE S
PCE price index
0

e e O 0 —
01/08 01/09 01/10 01/11 01/12 01/13 01/14 01/15 01/16 01/15 04/15 07/15 10/15 01/16 04/16 07/16 10/16 12
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Brexit’s developments need to be watched, including the
potential repercussions on euro area’s economic recovery

IMF’s real GDP growth forecasts for 2017

BXHE

EU
BT
Euro area

[
UK

017 EEEBEEREN

20165 Fr{ERYTEM

Forecasts made in 2016

VdH Apr

1.9

1.6

2.2

-+ HOct
1.7

1.5

1.1

fa%

58 Index
OB AR
57 Composite PMI
KR EE]
56 fER
Expansion
55 in
economic
54 - activity
53
BXoTlE*
52 1 Euro area*
51 S
50
49 - e
UK &P 5
48 - ks
Contraction
47 - in
economic
46 . : . : . : . : . : activity
01/16 03/16 05/16 07/16 09/16 11/16
iE 0 BoRT20164E12 H T R P BT o

Note: The latest figure for December 2016 is preliminary figure. 13



Japan’s economy remained weak
PR (%)

(%) 15 Year-on-year rate of change (%)
HERNEERE
Real GDP
6 + 10 A
TEHE
R Retail sales
4 4 RS R
Year-on-year rate of change
2 4
0
ToRAE
Industrial
2 T F TR R -10 1% production
Quarter-to-quarter rate of change
4 4+ttt -156 maam Em —— Eana Em —— ‘
Q1 Q1 Q1 Q1 Q1 Q1 Q1 01/13 07/13 01/14 07/14 01/15 07/15 01/16 07/16

2010 2011 2012 2013 2014 2015 2016 14
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Mainland maintained steady economic growth

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

50 40 -
a1 & E BN E AR
35 1 Fixed assets investment in
nominal terms
30 -

30

HEHEn T EE R
Retail sales of consumer goods
in real terms

25

20

15 A

-10 - ]

] — 3% ~ BT & H AR TR ]
220 | Import demand of US, euro area and Japan* 10 -

] — BETE LM AE B G HY L 1™ ] e
-30 | Exports of selected Asian economies* 5 _ HEBANL EEE

e B Y Y HH ] Real GDP

20 ] , . Exports of Mainland China | 0 ]

QL 01 Q1 QI 01 QI QI 01 01 1011 Q1 QI Q1 QI QI Q1 Ql 01l Qi 1011
2008 2009 2010 2011 2012 2013 2014 2015 2016 2016 2008 2009 2010 2011 2012 2013 2014 2015 2016 2016
B RETHRM S « EIRE - EE - U - B AT - SR - BT - AR -

Notes: Selected Asian economies include Hong Kong, India, Indonesia, Korea, Malaysia, the Philippines,
Singapore, Taiwan and Thailand.

(*) R BUE AR - B F520164E10 H B -

(*) Due to data limitations, the latest figures are October 2016.
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Risk of heightened financial market volatility remains
FERETSHER

Indices of major stock markets

58 (2 —NFE—H—H=100)
Index (1 Jan 2016 = 100)

125 ——
] Sl RS 2L =1 — B TEEE50
] Hang Seng Index Euro STOXX 50
120 A — AT 500 — 213100
] S&P 500 FTSE 100
115 -
110 A
5 N il
Vo La
] Y
] Al
95 E
90 E
85 1
80 E
75 +— —
01/16 04/16 07/16 10/16

FER R TSR RS B
_.. Volatility indices of major stock markets
e
Index
60 1 E———
] — R A5 5L —BTE S50
55 1 Hang Seng Index Euro STOXX 50
— LS00  ——EFF100
S&P 500 FTSE 100
50 -
45 +
40 +
35 T S L
EEIAE
30 1 US election
25 1
20 | Nr*1~
: M ¥
NERZE- 3! A R
10 TERBREAH RINE  SFH IS HREL
Market concerns Brexit vote
5 Jabout global growth
slowdown
O T T u T T T T T T
01/16 04/16 07/16 10/16
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L_ocal business sentiment |mproved slightly

BITEREEBAANEE (FE5)
Business expectations by sector (net balance*)
1601 1602 1603 1604
A 15 5 Bt as _ _ ) )

Import/export trade and wholesale L ¢ = =
TE _ _ _ _
Retail 47 40 38 2
3158 K e e % _ _ _
Accommodation and food services = = =L L
iy ~ B SRR AR
Transportation, storage and courier +1 +8 +5 +12
services

st R - +13 0 +12 +15
Informatlon and communications
S5 F P PR 0 11 14 9
Professional and business services
2Rl RRER +7 +9 +6 +12
Financing and insurance
Fﬁﬁ//\ﬁﬁmﬁﬁ _11 _4 _6 +2

All sectors surveyed
BE (%) RFEMEEE T ERIRT EIIEAT— R E [ - TR TEE ) MR E o TEEE TR ) (MR BN E S LhAYASEE -
TESGIETTRE ) Rt » TG Ry AT ARk

Note: (*) Net balance indicates the direction of expected change in business situation versus the 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. 1
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Private sector analysts currently expect Hong Kong’s slow economic
growth to continue in 2017 amid an uncertain external environment

3.0

2.5 A

2.0 -

1.5 -

1.0 -

0.5 -

0.0

FEEEEEE (%)
Annual rate of change in real terms (%)

TLEHERE 1T BRL201 7RG RV 2 TR
Average forecast by private sector analysts
for 2017 economic growth

2.2
2.0
1.9
1.6
I 1.5 1.5

01/16 03/16 05/16 07/16 09/16 11/16

RETS IR ]
P TR

Average forecast
by private sector
analysts

BRI R
4H &5
IMF

201 74EFEH]
Forecasts
for 2017
RS
5E AR
g B Headline
Real GDP inflation
growth rate
1.5% 2.0%
1.9% 2.6%
18



201 7AE KR T R AT HYREH AR R

Uncertainties surrounding the economic outlook for 2017
o EEFTEUFHYERBUR T 1A N EE M

Uncertainties associated with the economic policy directions of the
new US administration

o EEFEEIETORA  FRTEEBEREH T
Uncertain pace of US future interest rate hikes; monetary policy
divergence among central banks

o HE TRRER, VEEE > BONBS G E
Brexit still unfolding, political landscape in Europe possibly subject to
changes

o IRBRE R R KRR SR
Risks of heightened global financial market volatility
o FER G EERGR T - BEHEATH S B G ETR

Slow recoveries in the advanced economies; heightened geopolitical
tensions in various regions

19
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