*%‘ﬁ S BB
Hong Kong SAR Gover nment

S ERSESE | 1E7 ﬁﬁ |
Meetlng of LegCo Panel on Financial Affairs

S EAE |
10 June 20038




20087 51— SRR El!‘
Salient featuresof Q1 perfor ance
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Further strong expansion despite increasing adversities in
the external environment
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Broad-based economic growth, underpinned by upbeat

consumer and business confidence, strong domestic
demand and vibrant exports of goods and services
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Labour market conditions held firm
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Inflation went up
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Economy expanded strongly further in 2008 Q1
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Exports of goods and servicesremained vibrant
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Exports of services
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Domestic demand ntalned |ts kKey rolein driving economic growth
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Private consumption expenditure 8.9%
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Unemployment rate stayed at a 10-year low
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Earningson therise
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CCPI Inflation by component
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Fﬁ! Foodstuffs
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#5 Clothing and footwear
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ation went up
2007 2008
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Q1 Q2 Q3 Q4 Q1
4.4 4.1 8.2 11.6 174
1.8 2.0 2.6 3.7 5.4
2.2 1.0 0.7 4.2 3.9
-1.3 -2.2 -2.7 34 1.2
7.2 3.9 3.7 2.0 1.6
-5.8 -4.6 -4.2 -4.0 -3.5
2.8 1.8 2.1 34 4.6
-0.6 -0.5 -0.1 0.7 1.3
2.2 2.2 1.3 1.0 1.3
1.7 1.3 1.6 3.5 4.6
(2.5) (2.4) (2.7) (3.5 (4.9)

Note: Figuresin brackets represent inflation rates after discounting the effects of public housing rental waiver

and rates concession.
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Strong economic expansion led to
higher inflation
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Inflation rate Economic growth
1991 - 1997 8.5% 5.0%
1998 - 2003 -2.0% 1.6%
2004 -0.4% 8.5%
2005 1.0% 7.1%
2006 2.0% 7.0%
2007 2.0% (2.8%) 6.4%
2008 53— % (Q1) 4.6% (4.9%) 7.1%

Note: Figuresin brackets represent underlying inflation rates.
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Recent pick-up in inflation a fected
global food inflation
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World food prices* Underlying CCPI
T GRECHRE LR A
Food- Mealsaway Excluding
stuffs from home food
2006 10.5 2.5 1.3 2.1
2007 Q1 13.3 4.4 1.8 2.4
Q2 6.9 4.1 2.0 2.2
Q3 16.1 8.2 2.6 1.9
Q4 24.3 11.6 3.7 2.3
2008 Q1 38.6 17.4 5.4 3.0

Note: (*) IMF data.
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| nflation faced by householdsinthe lowest
expenditurerange
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Y ear -on-year rate of change
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A \é[iﬁj'ﬂ'&f}ﬂgfggr | CPI for households
omposite CPI In the lowest expenditur e range#

(%) (%)

2006 2.0 1.4
2007 2.0 -1.0
2008 Jan (— *)]) 3.2 1.2
Feb (= £)]) 6.3* 23.8*

Mar (= %)) 4.2 2.0

Apr (1%]) 5.4 4.9

Notes: (#) Based on the ex CE)endlture pattern of the 10% of households in the lowest expenditure range, excluding
those receiving

(*) The sharp increase in February 2008 reflected the very low base in February 2007 due to the public
housing rental waiver in that month.
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Outlook for 2008 . positive factors
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Mainland China and other emerging market
economies still displaying strength
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Consumer and investor confidence staying firm

Low Interest rates
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But exter nal environment remansuncertain .....
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Major advanced economies slowing
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Global financial and commodity markets likely
to remain unsettled
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Exchange rate volatilities
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Economy poised for a solid growth in 2008
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Underlying inflation at 4.5% in 2008

iR (%)

3 Rate of change (%)
6

B 4.5%
4 - Underlying

3.4%

2 R TP R
Composite CPI

-4 -

6 -

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

CEH)
(Forecast)

15



B AR5 Rl

Composition of and change in low-income households*

BrH (000)
Number ('000)
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1 Econorucally actrve households
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Econotnically mactive households

100

RBIER
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MNote : (*) Low-mcome households refer to these with monthly household mecome less than §4,000.
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