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2019 ECONOMIC INDICATORS
—ET-NFREER

Real GDP growth Q1-Q3 == -0.6%

A4 EREEEN K
Q3 F = -2.9%

Unemployment rate Aug — Oct )\ &+ H 3.1%

Underlying consumer price inflation Jan — Oct —%&+ H 3.0%

FAHEV)E R
Oct +H 3.1%

Except for unemployment rate, the above percentages represent year-on-year changes.
BroRs==RSIL - BB R REEF FHALBEVEE) -

The Hong Kong economy saw an abrupt deterioration in the third quarter of 2019, contracting
by 2.9% year-on-year, after a mild 0.5% growth in the first half of the year. Domestic demand

worsened significantly. External demand also registered an enlarged decline.
HARLEE T NFE=F e b > HFEUWHE2.9% - FFFA$E150.5%HY
S o NELTR KB = - SMEL TR KRR R4 K -

The local social incidents took a heavy toll on inbound tourism and consumption-related
activities, dealing a very severe blow to an economy aready weakened by a synchronised
global economic slowdown and escalated US-Mainland trade tensions.

Attt & EF ST BRI K BN E R FIE A - WARD ZEREEFE L
JRU 4% R 55 R BAL P St B4 5 JEE 442 011 i s 88 1T L 95 Y 407 8 A B DI EE Y HT B -

The labour market eased further as economic conditions continued to worsen, with the
seasonally adjusted unemployment rate edging up to 2.9 % in the third quarter of 2019 and
increasing further to 3.1% in August — October.
KEHREEEL > T HSEPINE  KFEHFEBENEERE ZE—LE
FEEFMITE2.9% > WE/\HE+HBFHE3.1% -

Underlying consumer price inflation went up in recent months amid soaring pork prices,
averaging 3.0% in the first ten months of 2019.
%Kﬁiﬁ%%%@ﬁ%ﬁﬁE?%WE*%%EEE@’%%TL%  DE-NUFEETE A S
553.0% -
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THE ECONOMY CONTRACTED SHARPLY YEAR-ON-YEAR IN Q3 2019
CE-NEE =R ERFREIE

Gross Domestic Product
(year-on-year rate of change in real terms)
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» The Hong Kong economy contracted sharply by 2.9% in the third quarter of 2019 from ayear earlier,

the first year-on-year contraction since 2009. On a seasonally adjusted quarter-to-quarter comparison,
the economy registered two consecutive quarters of negative growth, indicating that it has entered a
recession.

BAERE T - JUER = FEEEAZNE2.9% > & H ZEZJUELURCE R4+
PRI o 48 ZRE f Eﬁ*@{éf%@tt& BB EERNFEAENE  BREBECT AER -

Hong Kong’s total exports of goods registered an enlarged decline in the third quarter of 2019 amid

softening global growth and US-Mainland trade tensions. Exports of services also deteriorated

sharply, mainly due to the plunge in inbound tourism caused by continued protests involving

violence.

%_'i%fké%ﬂéﬁ'{gﬁ BRI R 5 RS > RARGEEYHOE T - NFEF=FK

f%ii?}:?ﬁijt iE571 THIDIN-1 [ECY P e EAT}?%E@%ﬁTFRE@Jwﬁ%m it NN
A o

Domestically, private consumption expenditure weakened sharply to record its first year-on-year
decline in more than 10 years, as the local social incidents caused serious disruptions to
consumption-related activities and subdued economic prospects weighed on consumer sentiment.
The decline in overall investment expenditure steepened. Machinery and equipment acquisition
plunged amid very pessimistic business sentiment, while building and construction activities fell
further.

A3 T Eﬁﬁéztiﬂﬂt%ﬁi%é’gﬁ%%ﬁﬁ%%E’Jiﬁ@ﬂ%@?%ﬁ%ﬁé% 1T 4% 7% A 5% R R R
IS5 A SIS & > AN HERBASORIE TS » 8P A TR PR - BEAG I B SCHYER
BB - RS ARFEEEAEERASFIEEEE T BT RESEINE P TE -



LABOUR MARKET EASED FURTHER
S LIMmRE— Mk

Seasonally adjusted unemployment rate
(three months ending)
KA REAVEER
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» The labour market eased further as economic conditions continued to worsen. The seasonally

adjusted unemployment rate edged up to 2.9% in the third quarter of 2019 and increased further to
3.1% in August — October, after staying at 2.8% for five quarters since the second quarter of 2018.
The unemployment rate will be under increasing upward pressure as local social incidents
involving intensifyi ng violence continue to take a heavy toll on the economy.
KOREREEEL > L HGE— LFE&IZJE ° ZW%E M EERY R ERE T — FF
= L T (2 1 A 2. 8% K P AR - ﬂ&kk—éfﬂ)’z%iz 9% » AE )\
ETHEIT2E3.1% - HRNEGER DA & E R EE SRS ETTE » K%
AR R BT EETT -

» Hard hit by the local socia incidents, the consumption- and tourism-related sectors saw more
visible increases in unemployment rates.

UM ORI TR 2 AL G R EA > HARERTHEE KU -

* While earnings of low-income workers continued to increase over a year earlier, overall earnings
growth moderated.

KU AT AU ATZ 8 E BT - (HERG LA KR -




CONSUMER PRICE INFLATION WENT UP IN RECENT MONTHS
ARMEERER EH

Composite Consumer Price Index (CCPI)
(year-on-year rate of change)
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« Consumer price inflation went up in recent months, mainly due to a surge in pork prices amid the
reduced supply of fresh pork. Price pressures on other major consumer price index components
remained largely moderate. Underlying consumer price inflation went up from 2.9% in the second
guarter of 2019 to 3.2% in July — October, and averaged 3.0% in the first ten months combined.
HEVIEBIRTID H BT FEZERPOM S A ERCD - S5 N ERS ST E -
HE W) e B A T S BT H R 2 (Y E AR B T 4 RBORM - AACH B W) E i# iR
BHOE-JFEL FEN29% L2 EHETHEY3.2% » SHEEHTEH F19 53.0% -



LATEST FORECASTS FOR 2019
“E-NEFRMAH

Real GDP growth -1.3%
A AEEGEEEE &

Consumer price inflation

JHE VB AR
Underlying FAS 3.0%
Headline #2§% 2.9%

» Asthe difficult external environment is likely to persist in the near term, Hong Kong’s export
performance will remain weak. Besides, as the impacts of the local social incidents involving
violence on domestic demand have yet to show signs of abating, consumption and investment
demand will likely remain in the doldrums for the rest of the year.

FS A E BR BT R M A TRARLR 0 2R IR B > /By DRI R 59 - 1A - R
HRETN G B AT RNV ERLBIRAR - KHOSERER RKES
iR T ISR & R ARk -

» Considering the actua outturn of a 0.6% contraction in the first three quarters of 2019 and the
persistent notable downward pressures, the economy is forecast to contract by 1.3% for 2019 as
awhole. Thiswould be the first annual decline since 20009.
EREIKBE _E - NFEE =FERWLE0.6% » DI NTERIREEZE > THHI
TSUERFERERREL% - BER - BTAFLKERHREEANE -

» On prices, modest global inflation and subdued economic conditions should help contain overall
inflation in the rest of 2019. Yet, considering that inflation may stay somewhat elevated in the
near term given the supply situation of fresh pork, the underlying and headline consumer price
inflation for 2019 as awhole are forecast at 3.0% and 2.9% respectively.

Yo {E J5 Tl > R ER A AROR R R IR R FE 0 B BhiE S R T ISRV RS AR -
T o R R A (L RIS R R TR TE I ARG B o — B —
NFE2FERNEAHEY)E B AR KBS &Y (8 8RR 7H 73 71 5 3.0% 5 2.9% -




ECONOMY STILL FACING SIGNIFICANT HEADWINDS
EENEH+ IRENRFIER

Major economies are expected to slow further

FEREERE R EERER

Uncertainties surrounding US-Mainland trade and economic relations

FREH R BRIV HEENE

Brexit and geopolitical risks in the Middle East

S ARE, B RE SRS RR

The impacts of local social incidents involving violence

H R BRI EEANIFE

In mid-October 2019, the International Monetary Fund forecast global economic growth to pick up
from 3.0% in 2019 to 3.4% in 2020, but at the same time pointed out that many major economies
are expected to dow further, reflecting that this recovery is not broad-based and is fraught with
uncertainties.

MEAE E—NFETHPBEEEEESHESEN T - EFRREBFE ER/HH -
— LRI 3.0%[a] 7 £ 3.4% - {H [F] 545 H 2% ([ £ SE 408 3G 1Y 1 RoRhiRF 48 4 i 4 > [k
&R A 2 E > 1 H TS RENHEE M -

US-Mainland trade relations are still subject to uncertainties. If the two sides could seal a first-
phase trade agreement and continue to work towards reaching a comprehensive trade agreement,
global economic sentiment would conceivably improve. In contrast, if trade barriers increase, it
would cause further disruptions to global supply chains, denting investment and economic growth
worldwide.

HEE GRGIIEMSE - MEEITRENR SIS R E S W o W mE 2 R A
HHRES  BIKKERAEE TN Z - HK > —HHE GRS - K — 2Pl
EREK L e > FTRIRIRICE AR K -

The local social incidents with increasing violence over the past few months have kept visitors
away, taken a heavy toll on local consumption demand, and seriously dampened economic
sentiment. Ending violence and restoring calm are pivotal to the recovery of the economy.
BEBHNAMEGEHRAERET  SERAL - BAIAHOSEF K » UKEETT
BHBRA - ERBNGECGEEVFREOEEMGRE HEE -
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TOTAL GOVERNMENT EXPENDITURE GREW BY 174%
FROM 1997-98 TO 2018-19

—ANE/NNEZF—N\/—NFERFEFRZIEM74%

i | [] Capital works expenditure

i 4709 4 EATHEIE (+206%)

4356 .
5 i — [ Recurrent expenditure

I 364.0 e /— LERAT (+170%)
i —1 /] | /— [L] other expenditure
I Z”";— 2B HHEEE (+161%)
L 2230 T Sl 2331 234.8/— _/ (Including one-offrelief

measures)

(Est A—KIEEFHEEHE)

IR

I
\|X
\
/
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1997-98 1999-00 2001-02 2003-04 2005-06 2007-08 2009-10 2011-12 2013-14 2015-16 2017-18 2018-19

Total government expenditure for 2018-19 was $531.8 billion, representing an increase of
$60.9 billion, or 12.9%, against 2017-18, mainly due to the increase in operating expenditure
of $61.5 billion. It is more than doubled when compared with 1997-98 —

T = UV BUR #E B R 5,318{8 0T » i - E 1 — /U RS 1609
BT (8012.9%) - FEE RPN &EH I 7 615E T - Bl it SN NEE

Lo > Il

2018-19 compared 2019-20 Estimate compared
with 1997-98 with 1997-98
—E- ) NEE DB R
Bl— Lt /L E Bt I FEE
EEH B3
Capital works expenditurext +206% +205%
A A2 B 52
Recurrent expenditure +170% +195%
&LH B 2
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RECURRENT EXPENDITURE GREW BY 32%
FROM 2014-15TO 2018-19

“E-A/-AEST N/ —NFEURERFZIEMI2%

$ billion
‘&
450
403.0 EE1 Social welfare
B y. y =4 0,
400 - HE1EF] (+46.4%)
3446
0 T e 324.5 O Health 24 (+34.1%)
300 | '
250 o B Education & (+26.1%)
200
E Security f£Z2(+24.8%)
150 |
100 T R RS i e B Others At (+29.7%)
50 | 3 é é (Infrastructure, Economic,
% % Environment and Food, Support, etc.)
' ' Y | (EfEes - 8
0 IBIRR R  WENIEFESE)

2014-15 2015-16 2016-17 2017-18 2018-19

* Recurrent expenditure for 2018-19 was $403.0 hillion, representing an increase of $41.2 hillion
(or 11.4%) over 2017-18. It has been growing steadily since 2014-15 at a trend rate of 7.2%.
The increase in recurrent expenditure reflects the Government’s long-term commitment in improving
people’s livelihood.

SN LR R B S 24,0308 T - B E - — NEER 14128 T (24
11.4%) - §H ~ZE—W / — A FEEHRE » KFEFHZLA7.2%0 @350 K210 BT - &F B
A B e B B U A 20 R AR U5 T Y R B K EE -

» Recurrent expenditure on social welfare, health and education has been increasing —

e EA ~ RIS T YA B SR E R 0

2018-19 compared 2019-20 Estimate compared
with 2014-15 With 2014-15
SE NS NFE —EF— CEEETHE
Bl T AR @:z @/ AR FE
EEH EEH
> SOCIal welfare 1 & 18 | +46.4% +55.3%
Comprehensive Social Security +2.0% +7.6%
Assistance Scheme
G e th g On b 4R B ET E
Social Security Allowance Scheme +97.0% +89.7%
AR R
Other welfare expenditure +46.4% +74.6%
HoAth 18 A1 B 3¢
» Hedth &4 +34.1% +49.0%

> Education & +26.1% +33.6%




RECURRENT EXPENDITURE ESTIMATES FOR 2019-20
TN/ _EFEEERRAXAR

Education 3% $90.6B (20.5%) ‘
Housing EE $0.6B (0.1%) .

Community and External Affairs #1& K E/hER; $146B (3.3%)
Economic £ $13.7B (3.1%)
Environment and Food BE R &Y

Social Welfare ¥+ &

CSSA/SSA &84 /AitEAIS
$63.6B (12.2%)

$19.3B (4.4%) Social Welfare 3+ &3@F] — (318;.135)
Infrastructure EgEEES g?;;ﬁv;ﬂels; Expenditure S

i $30.7B (6.9%)

Support #i Bk % $61.3B (13.9%)
Health &4 $80.6B (18.3%)

Security 737 $48.1B (10.9%)

Recurrent government expenditure E{fF&E% B $441.0B
(72.6% of total government expenditure of $607.8 billion {&E ¥ B 3% £8%H6,078{% 08972.6%)

$B = $billion +-{&5¢

* Based on the 2019-20 Estimates of Expenditure, the spending on Education (20.5%),
Social Welfare (19.1%) and Health (18.3%) together accounts for about 58% of
recurrent government expenditure.

REZE—J ZETEENR LA > #5(20.5%) ~ 1L & 1EH(19.1%) K
fér 4 (18. 3%)E’JFa'ﬁE'Z m/\z’ﬂﬁﬁﬁmﬁ'?ﬁ'ﬁi'iﬁ \EHHY58% -
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INVESTMENTS IN CAPITAL WORKS
$ Billion E* I EEE

+{Ex
From Hi 2009-10 From Hi 2014-15 From Hi 2019-20
160 to & 2014-15 to & 2019-20 to & 2023-24
150 Trend growth 8 53¥ & : 8.7% p.a. (54E) 2.7% p.a. (i54F) 14.3% p.a. (54E)
! 1
s | i A
i H
210 (Note2) | ! I
(f2) 1 i
e i (Note 3) |
%0 | GE3) og6
e O H N B
- n i
(Note 1) .
60 GE1) .
S0 .
O
40 I |
30 -
= m guupmnh [
20 - m
10
201520
1597-98 2003-04 200810 2015-16 Original Estimate ~ 2021-22
FRAEE Forecast
Capital works projects ™ Block allocations HMRA
EFTREE 2Eam

Note 1 :Including the one-off grant of $21.6 billion provided to the West Kowloon Cultural District Authority
i1 eHEEAEEEER IR A 216fFT—JURRAR

Note 2 - Including the one-off grant of $13 billion provided to the Hospital Authority

i 2 EHEBRE R R 130T —JURMER -

Note 3 : Including the one-off grant of $10.3 billion to the Education Bureau on the Hostel Development Fund
i 3 BHESERESEEESIREAT 0@ IR

« The estimated capital works expenditure (CapWex) for 2019-20 is $78.6 billion. For

2018-19, the actual expenditure was $78.6 billion. The CapWex for 2019-20 has increased
substantialy by about 73.5% since 2009-10 ($45.3 billion). We expect that the CapWex will
stay at a high level in the coming few years.
2 -/ D EFENEARLTRENZEE R 786 E T
RN VR ENEERE S BT8R o —E L D EE LR AR TR
BT —EBEE (453(FTT) RIEHEEY73.5% » THEFARAEF » BAT
F2BE S & SR AR = K

» The percentage of annual CapWex as against the total government expenditure is expected to
decrease dightly from 15.7% in 2009-10 to about 12.9% in 2019-20.
FHEEAR TR BT LN E ot g BT —ZBFEER15.7%
e ek 22— — ﬂ/_fﬁﬁmﬁﬂﬂ%°

* In February 2019, the Construction Industry Council forecasted the total public and private
construction expenditure to reach $245 billion to $340 billion, in September 2018 prices, inthe
coming ten years. The outlook of construction industry in Hong Kong remains positive.
FEE-NFEDH  BEERGHAERKTF > # E— ) FILHERTE
ONFLE HEAG AR B SR 22 2,45018 £ 3,400{8 7T - & RIS SR AT R RER -
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* The CWRF has a healthy balance of some $146.7 billion as of end March 2019. The main
revenue stream to the CWREF is land premium. Merits and readiness of individual projects
are the major considerations alongside with affordability in deciding our capital works
programme. If needed, the Government may transfer from the general revenue to fund our
public works programme.
TE-NFEAREARATREFBHEESNGEGRY L 467HE T - HEMAZER
TREGEES EEZW AR - [ HHE R miE i s - DR EUF Y&
BRNDERFEEARTREGENEEZFTRERAR - WAFTE » BUF AT R BUF — i
WSE A R R T 2 R R TR e L T L st -

* Thetrend growth —

I &
CapWex Nominal GDP CapWex
Financial year ($billion) ($billion) (% of GDP)
B EATRERY | A ERE BEARTRER™
(+f&7T) (f&7T) (FEE A AR R E
HYE 47 E)
2009-10 45.3 1,659.2 2.7%
2019-20 78.6 2,987.6 2.6%
OE JFAER
Trend Growth (%)
BB R (%)
2009-10 - 2014-15 8.7% p.a.
F1F8.7%
2014-15 - 2019-20 2.7% p.a.
FE2.7%
MRF period 1 7 {1 1 ] 14.3% p.a.
(2019-20 - 2023-24) £F14.3%




CAPITAL WORKS PROJECTS
B3 TiEIRA

The Government is committed to investing in capital works projects, which 4s conducive to
promoting Hong Kong's social and economic development, enhancing our competitiveness and
improving people’s quality of life.

BRHNHEEEE ANt EREERRE  LREASERERFI NAEETRERTEE -

Apart from strategic infrastructure to improve transport links and develop new growth areas, the
capital works programme covers land and housing supply, cultural, education, environmental
protection, hospitals, sports complexes and district projects.
BRT7TRAESTRERNIZENERMEMETHERBMERARIBRI  EATRBHAEEL
R EREMHE - XMt - HE - RIFHFRE  Bbx - EMFERMETEFIEE -

2 4

/S/{ o, %
@
@

Strategic infrastructure projectsunder way ¥ IF 1T HYSEIZ M ETEE -

1.
2.
3.
4

5.

Tuen Mun-Chek Lap Kok Link and Tuen Mun Western Bypass

o P 22 R M A R R R tH P P SR A

Kai Tak Development {2 5% e 51 &I

Development of Lok Ma Chau Loop 3% & i & &

New Development Areas (Kwu Tung North and Fanling North and Hung Shui Kiu)
Hragfela (HOFAL R s ~ HKAE)

West Kowloon Cultural District 75 J1 3 {E &

Other projects with approved funding include E At EEREAYIE H B 7 :

6.

10.

Land and housing supply — Relocation of Sha Tin Sewage Treatment Works to caverns — site
preparation and access tunnel construction + & 5 2 i — #3780 [ 55 7K e B e 1 - T
b B 3 e 2 1 R

Health — Ten-year Hospital Development Plan including projects such as redevelopment of Queen
Mary Hospital - phase 1, redevelopment of Kwong Wah Hospital and construction works for New
Acute Hospital at Kai Tak Development Area ff 4 — T bi s st & - AiRIB RS —
HiE et - EEEREETE AR SRR RN E e B EHE
Environmental protection — e.g. Shek Wu Hui Effluent Polishing Plant and Organic Resources
Recovery Centre Phase 2 IREE(RGE — I 40 A HE F /K e it - DA R A 1% &R (Bl Ui o 85 —
HA

Education — primary and secondary schools and tertiary institutions projects, e.g. First 30-classroom
primary school at Queen's Hill, Fanling, Second 30-classroom primary school at Queen's Hill, Fanling,
A 30-classroom secondary school at Site KT2e, Development at Anderson Road, Kwun Tong and A
30-classroom primary school at Shui Chuen O, ShaTinZ{ 5 — /NE& ~ th B I K E R T2 -

Blamty 28 2 J5 L2 — P s A 30fET R = AY/INEE ~ By %8 25 1158 Pk /5 30 SR = HY/NEE:

Bl 2 i o e & (M KT 2e) 1fae A 30 ER = iy 82 » DA R o/b /K SR MR 1P %

S0 ER = HY/NEE

Sports, recreational and cultural — e.g. Station Square at Kai Tak, Swimming pool complex and open
space in Area 107, Tin Shui Wai and Provision of heated pool at the Morse Park Swimming Pool
Complex, Wong Tai Sin 3 # ~ FESE e B — PIAIRUTE R &S - KROKE S 1076 kit
S5 B e PR TR R S~ DS wE R R o [ D Ot DA B 8 KA
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Revenue
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TOTAL REVENUE GREW BY 113% FROM 1997-98 TO 2018-19
—ANRE/NNEZF—N\/—NFEBUITAEM13%

$ billion
+{Ex
650 619.8  599.8 ) _
600 | - Capital revenue FELZZUT A
L Land premium (+87%)
550 HFUSCA
500 | Other capital revenue (+99%)
4553 4500 -
450 | = L1 L Semewic
. SR
400 | eas Operating revenue £ZZ 17 A
350 L TN - NN [ stamp duties (+175%)
300 [ 7 — — BN
- 270l g - Investment income (+85%)
250 r \D 207.3 FREUA
200 |+ =R 1756 N [ Profits tax (+201%)
™ - T FIi3H
150 \ - [] Salaries tax (+99%)
100 | 1 Il iR
50 Other operating revenue (+60%)
N (Fees and Charges,
0 General Rates etc.)

1997-98 1999-00 2001-02 2003-04 2005-06 2007-08 2009-10 2011-12 2013-14 2015-16 2017-18 2018-19 ELAEEBA =
(BIRRE - — =TS

Profits tax has been our largest operating revenue. It varied from $37.7 billion (1999-2000) to
$166.6 hillion (2018-19).  F| 153 i & BUR i K Y &€& U AR - FKER I F 377 {8 7T
(— L/ BB B H1,666(E T (8 — )\ — JLERE) R’ -

Salaries tax has been our second or third largest operating revenue. It varied from $24.8 billion
(1999-2000) to $60.8 billion (2017-18). 2 85 = RIVECE U A - FER - F
248(F Tt (— UL BT B608[FT(—E L /\FEE) 2/’ -

Stamp duties varied from $7.5 billion (2002-03) to $95.2 billion (2017-18). E[I{EFTUAAF
SET(CEE T EEEE)BIORE (. — /UFE) 2 [ -

Since 1 April 2007, we have adopted an arrangement whereby the rate of investment return is pre-
determined based on past returns. This has greatly reduced the volatility of investment income. The
average annual revenue from this source was $36.3 billion from 2007-08 to  2013-14. The
investment income in respect of the fiscal reserves for 2014 ($27.5 billion) and 2015 ($45.2 billion)
was set aside and retained within the Exchange Fund for the Housing Reserve. [ —ZEZE+F0H
—H#E - TR LR - IR R TReE E & B - [T AR E A
WUk Eh - e —FE L/ ENEE—=/—UFEEHHRE » PEEFEEERARBETT -
JEFAE — 2B — 0 e — B — T F oy RITHE 275(% 7T ) 452{8 7T » FIAEINEE BN - 1F R B R
» Asfor capital revenue, land premium has been most volatile, fluctuating from $5.4 billion (2003-04)
to $164.8 billion (2017-18) in the period. FJRIFELCEUTA » DU EU A BhEoR © 1578 B
MBI ATEBAE T (— B = R $11,648F T (— Bt/ — /) 2 8 k% -




VOLATILITY OF GOVERNMENT REVENUE
Annual rate of change FZEEIERZE (%) Hﬁux;&:ﬂ

Asian

40 1~ Fimancial IT bubble SARS Global
cg.g;'i{s é‘;ﬁsﬁ JEsa R Financial
x 13 BEELHE Crisis
Total Government R e b=-5-3
30 1 Revenue eRER
BURFEBBA
20 4
10 1
0
Nominal GDP
o LR AEESRE
=20 A
91-02 93-04 95-96 97-08 99-00  01-02 03-04 05-06 07-08 09-10 11-12 13-14 15-16 17-18 19-20

Estimate

k)

Hong Kong is a small and open economy. Our tax base is narrow and government
revenue is sensitive to economic fluctuations depending on the broader economic
changes beyond government’s control.

AW/ NI ARG - ABMAAE - BUFUWA G2 &K 2
WHCRN R AR (L - I FEBUN AT RE R -

The volatility of our revenue poses challenges to the management of public finances.
Profits tax, salaries tax, stamp duties and land premium are expected to account for
71% of the 2019-20 total government revenue.

WARENATE » Ry AL BUE B ARPER - AL ~ FrEEfd ~ EITERAIHE L
A BHAETE N TEFEEBUFERAR71% -
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REVENUE ESTIMATES FOR 2019-20
—F-N/EFFEWATER

Other Operating Revenue Hfift &88CA. . .
$82.7B (13.2%) Stamp Duties EI7ETR
$76.0B (12.1%)

General Rates — 258§
$19.9B (3.2%)

Bets and Sweeps Tax {§ R FZ=R
$22.2B (3.6%)

InvestmentIncome IR YA
$47.9B (7.7%) Profits Tax I

$159.6B (25.5%)

Other Capital Revenue H {1 JEEVSUYCA.
$8.2B (1.3%)

Land Premium i {§UCA

$143.0B (22.8%) Salaries Tax F:f512

$66.6B (10.6%)

Total government revenue B{RFZEUgA : $626.1B

$B=$billion |-f&5¢

The seven major revenue items are profits tax (25.5%), land premium (22.8%), stamp duties
(12.1%), salaries tax (10.6%), investment income (7.7%), bets and sweeps tax (3.6%) and
general rates (3.2%). Together they account for 85.5% of total government revenue.

TflE T 2T E 5 5l R A5 15(25.5%) ~ H(EUTA (22.8%) ~ EIEFE(12.19%) - i f
(10.6%) ~ FLEUTA(T.7%) ~ TR R A2 EER(3.6%) F1—fi 7 fr(3.2%) -~ & HALBUFFILA
#85.5% -

Other Capital Revenue of $8.2 billion includes —
HAL IR UL A B 82(8 T > & A ¢

» Generad Revenue Account: mainly includes recovery from Housing  $3.2 billion
Authority under current financial arrangement ($2.2 billion)

BUR— AR E - ERAFEZIT B L ER 58S 32(57T
e lBlHYFHE (22(87T)

» Loan Fund: Loan Repayments $2.1 billion
e [EEIVERK 21{87T

> Capita Investment Fund: Dividends, Interest and Other Receipts from  $1.2 billion
Investments/L oans 12{(87T
BB KERE SRS - FEREMUA

> Lotteries Fund: Mark Six Lottery $1.2 billion
o S VANV i o 12{Z7T
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SALARIES TAX FH{EM

2017/18 (Year of assessment 32f34EE)

+  Only 49% of working population pay salaries tax 27549% T fE A BEMEFER
+ Top 5% taxpayers bear more than 66% of salaries tax revenue E5%%3 A B4033866% 3 EHRUTA

Taxpaying population %f7 A\ 4287 : 1 870 000*

Annual income ($) No. of taxpayers e salaries*tax yies Averags t'\a_>'<,_payment*($)
25U A GE) P (EFr RGBT EVE Ith EHIFRER

>2,000,000 50 000 (2.7%) 52.7% 632,500
1,000,001 to 2,000,000 124 000 (6.6%) 25.9% 126,700

700,001 to 1,000,000 166 000 (8.9%) 11.4% 41,430

500,001 to 700,000 268 000 (14.3%) 5.9% 13,270

400,001 to 500,000 224 000 (12.0%) 1.9% 5,090

300,001 to 400,000 307 000 (16.4%) 1.3% 2,730

200,001 to 300,000 424 000 (22.7%) 0.8% 1,080
132,001# to 200,000 307 000 (16.4%) 0.1% 190

~ Of the 3 830 000 working population, only 49% pay salaries tax 7£3 830 000 T{EA O » RE49%ERIENFHFETR
* After the one-off 75% tax reduction up to $30,000 ‘EHe—=14 g 75% 50 £k (_EFE &,30,000 7T )f&ikE
# The basic allowance for individuals in the 2017/18 year of assessment is $132,000

20171 8RR FERHE A B AR TR EEA132,0007T

* Inthe year of assessment 2017-18, of the 3.83 million working population, about 1.96
million or 51% of the working population need not pay any salaries tax.
E_E—t,/ — /\iﬁ“ﬁ“fﬁf“ AABHI8IE LIMEANL - & F4Y1968 A (L
BN 1Y 51%) fi 2 S0 40 = it -

« Of the 1.87 million who paid salaries tax, the top 5% taxpayers (i.e. about 93,000
taxpayers) contributed 66% of the revenue from salaries tax.
TEL87HE A G4y BBy A L of - 4 H B 2 1Y 5%(4793,000 A) AT &1 49 Y F5i
AL T EE R U A 66% -
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PROFITS TAX #I{5#

2017/18 (Year of assessment ;2f3EE)

*  Only 9% of registered corporations pay profits tax HE59% T /A EZEEEAF15FR
* Top 5% taxpayers bear more than 87% of profits tax revenue BE5%zI /A EEENE1E87 %A [{SFRULA

% of total profits tax* yield

Assessable profits ($)
FESFRFIE(GT)
>100M

>50M to 100M
>30M to 50M
>20M to 30M
>10M to 20M
>7.5M to 10M
>5M to 7.5M
>3M to 5M
>2M to 3M
>1M to 2M
>0.5M to 1M
110 0.5M

No. of corporations?

NE|EEA
1100 (1.0%)
900 (0.8%)
1200 (1.1%)
1 400 (1.2%)
3 300 (2.9%)
1800 (1.6%)
3 200 (2.8%)
5 300 (4.7%)
5 200 (4.6%)
11 400 (10.1%)
13 500 (11.9%)
)

64 800 (57.3%

fF

@GR SISt
68.6%
7.3%
5.1%
3.8%
5.1%
1.7%
2.1%
2.2%
1.3%
1.6%
0.8%
0.4%

Average tax payment* ($)
90,674,020
11,636,620

6,361,850
4,067,070
2,301,680
1,401,180
978,870
609,010
373,520
204,780
87,830
9,820

* Registered Corporations: 1 272 000, with 113 100 (9%) taxpaying }f/\EI448F - 1272 000 » Err113 100 (9%) SiEhFI158
* After the one-off 75% tax reduction up to $30,000 B iE—=x 4% 75 %2k (_EFE £:30,0007%)i&HE1E

* Inthe year of assessment 2017-18, about 87% of our profits tax is contributed by the top

5% taxpaying corporations (i.e. about 5,700 corporations).

Over 1,158,000 registered

companies (about 91% of the total registered corporations) do not need to pay any profits

tax.

Bt — EBRFAEE - I i 2 1Y 5%aE il 5] (£95,700%2) Fr &1 4 Y 5t
A B AHS R A &87% » M JH G 4 A 1552 By SE 1 2% 514975 1,158,000% (15
b i B EEY91%) -
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RESOURCE ALLOCATION PRIORITIES IN 2019-20
“E-N _EFEERARERER

Total government expenditure Helping measures
BURT Bl SZ 4835 X & Tt
Housing EE Community and
External Affairs . :
\ HEREINET =Upportientorprises
Econom ?glt%
KB Social
Welfare + Safeguard jobs
Infrastructure
e e (Rt

Support
L)l oo

* Relieve people’s burden
Environment 2? E@

and Food
BEREY

Health #&54:

» Support hard-hit sectors
IR EETTRITR

Guiding Principles $5& & HI|

* When considering how our annual surplus is to be deployed, we should carefully take
into account the source and nature of the surplus, and make optimal allocation of
resources in the light of the external and local economic environment, social needs and
public expectations.

PR PR B ERIS - FRMBES R EARMME - L& R ESMEFIAR LR F N

ARt SRR - (P PEEI 7 -

Adhering to the new fiscal philosophy of the current-term Government, the Government
continued to allocate resources to improve and enhance public services.

BUNFSRFFAEBUFHVERSE S > SERIGEIR OGS M IET AR -

The Financial Secretary announced a series of measures in 2019-20 Budget and since
August 2019 to provide support to enterprises and residents to ease the pressure brought
about by the economic downturn.
MBEERAE E—N,/ “EFEMBEEER R —E— N5/ \HREMA T —
ZHEAR ~ TRELSE ~ &F RIRAVFEHE - RIS EAEN ST - WA R E
RO R AR PR S Py 2R HY PR,
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BUDGET STRATEGIES FOR 2020-21
“EIT T —SFEMBRRRRE

Promote | ; Relaunch
economic nvest for | Hong Kong

our future %
development et | %gg% Iéé

EERR =

Continue

tot support public
enterprises, services

safeguard jobs : = :
e gy o s | : RRA S AR 75
AR E

Enhance

For the 2020-21 Budget, we will continue to adopt forward-looking and strategic financial
management principles to invest for Hong Kong and improve people’s livelihood on the premises of
ensuring healthy public finance.

ToECER T HEMBHEEE - RIS ERER AL BIREAVATRE T SEREEATIEM:
TISRESPERYERA D78t » BB AR E ~ /i R&FIA -

To counter the increasingly challenging economic environment, the 2020-21 Budget will prepare along
the direction of:

FyFE H £ Bl Y SR CECECEE I E HE ERRTT R

» promote economic development;

SN

> invest for our future;

REARA

» relaunch Hong Kong;
BT R

» continue to support enterprises and safeguard jobs;

EEIE SR ~ PREISE

» improve people’s livelihood; and

BEERA S K

» enhance public services.

SET B HRSS -
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CONSOLIDATED ACCOUNT FROM 1997-98 TO 2019-20
— ANt/ NNEZF—N/ "_ZFEENESIRE

$ billion Government
700 revenue
599.8 626.1
~
600 - "/ 609.3
o
531.8
500 Government
expenditure
BRREx
400
281.2
300 -
2y >¢ \/ \ 1489
1944 1236 E
100
0
<232 401
-100 -63.3 -61.7
97-98 98-99 99-00 00-01 01-02 0203 03-04 0405 0506 06-07 07-08 0809 0910 1011 1112 1213 1314 1415 1516 1617 17-18 1819 1920
Estimate
[ Consolidated surplus £&Z282 we Government revenue EURUTA B=

Government expenditure E/REX

Il Consolidated deficit £27F%

Including issuance/(repayment) of govemment bonds and notesissuedin 2004,

SZE00427T/ (EF) ARRSRRSONE -

*Excluding the issuance of Green Bond (37.8 billion) in May 2019 and helping measures announced since August2019.
FEE019FARTHTETHRESEERE2019F8A 2 FRIXESR -

The HKSAR Government strives to achieve afiscal balance over aperiod of time.

Rl BURF JIoRAE— BN 2 2 0GP -
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FISCAL RESERVES B4 i fi& i
(in terms of number of months of government expenditure {fERBFRZEE)

$ Billion
T No. of months 5
HET 26 months {85

\L 30

1 25

200
180
160
140

13 months {5
120

: l

1111
.1 7.7 68.0
60 110
40
259 218 1 5
20 10.0 21 4 14.0 I I 14 4
15
0 o - 0
» B 5 I
40 -232 1 -5
-40.1
-60 =

-633 -61.7

<——28 months{i B

148.9

1236 | 20

1194 -15
97-98 98-99 99-00 00-01 0102 02-03 03-04 04-05 0506 06-07 07-08 08-09 09-10 10-11 1112 1213 13-14 1415 1516 16-17 1718 18-19 1920

k== Consolidated surplus 4F&E8% w=== (Consolidated deficit &x&H=F /r
epm=Fiscal reserves in terms of number of months of government expenditure B4 Eriski A & BB 2R B 81 l

Actual up to October 2019 |

=B — IR IR

Including issuancel/(repayment) of government bonds and notes BE-S-NEHRANERAERR
SE2004%7T/ (EF) BEESRERNZE -

* In 2018-19 and 2019-20 (up to October 2019), the fiscal reserves were equivaent to 26 and 21 months of
government expenditure, r%pectively

=B )RR TEER (BESEFE-NETH) B EUEERE 0 4 B E T 2681211(E
HWEUREESZ ©
Financia Year Fiscal Reserves Nomi nal GDP Fiscal Reservesin terms of
Gl TIEEE | AEAHEREME % of GDP
($ billion +{&7T) ($ billion +-{&7T) MR E R
A A E A EAY E ek

1997-98 4575 1,373.1 33.3%

2018-19 1,170.9 2,842.9 41.2%

2019-20 1,051.5# 2,987.6 35.2%

* From 1997-98 to 2019-20 (up to October 2019), the fiscal reserves in terms of number of months of
government expenditure are as follows —

Eg?ﬂt/ NNEZE—JL/ ZEEE (BEZE—NFE+H) IR W E# G E R BURF B S
HEA0T -

Financial Year BA A 97-98 | 98-99 | 99-00 | 00-01 | 01-02 | 02-03 | 03-04 @ 04-05

No. of months H %5 28 22 24 22 19 16 13 15
(highest) (lowest)
4 i[5
Financial Year B4 BUEE 05-06 | 06-07 | 07-08 | 08-09 | 09-10 | 10-11 | 11-12 | 12-13
No. of months H %5 16 20 25 19 22 24 22 23

Financial Year B4 BUEE 13-14 | 14-15 | 1516 | 16-17 | 17-18 | 18-19 | 19-20

No. of months H &% 21 25 23 25 28 26 21#
# Actual up to October 2019 #;x —Z—JLAF T HAVETEM I

We have achieved budget surpluses for 17 years from 1997-98 to 2018-19. But budget deficits had beset us for
five years between 1998-99 and 2003-04 and the drain on the fiscal reserves was substantial.
—NNE/TNEZE—)—NFEER > A TEEREUEEE: - 72 UL/ INESEE
=/ BUUFEEHIR - FRFIEERE T AN ERT - SHEURER R RN -




HELPING MEASURES ANNOUNCED BY THE FINANCIAL SECRETARY SINCE AUGUST 2019

HBEARE-F—NF\ALHNZEENE

Measures announced on 15 August and 4 September

8 H15H K9 H4 H A rfFsif
Mainly include ==& :

One-off electricity charges subsidy of $2,000 to each residential electricity account Around
AEEEHEERFFORME—XME2,000THEERIL 475.6
Extra allowance to social security recipients; similar arrangements for recipients of the

Working Family Allowance (WFA)and Work Incentive Transport Subsidy (WITS) Around
ggﬁgﬁl?i@f%ﬁ%@ﬁﬂ’ﬂk:téﬁﬁiﬁ%:?_Eéi  ERRE R R ORI S R RS 474.0
Subsidy of $2,500 to each kindergarten, primary and secondary day-school student for S
2019/20 school year %923
201912085 - RghitE ~ /NER PR BB ERMEA2,5007THTRS T
Further enhancements to Dedicated Fund on Branding, Upgrading and Domestic Sales

(BUD Fund) and SME Export Marketing Fund, with additional injections 20

E—SE(L T REDE - ACARERENETSUSELS, (BUDEEES) R TP/
CRTBERES , 0 PEINER

Around

#9191

» In face of the economic challenges and negative impacts arising from recent socia unrest, the

Government has adopted a counter-cyclical fiscal stance.

T OB ER B PRER R AT F AL e BREN i AR R > BUR IR PREUS SR

B o

A B

In addition to a series of one-off relief measures costing around $42.9 hillion announced in the
2019-20 Budget, the Financial Secretary announced on 15 August and 4 September a package of
measures listed below costing around $19.1 billion to support enterprises, especially small and
medi um enterprises (SMES), to safeguard jobs and relieve people s financia burden.

TEB BRI THE RN AMAELA29E TR — IR AT RS - AR E R
AE+£E&REEEE% éﬂ%mliﬁ%ﬁM%Fﬁ Pigasg (CREHZH/ M)
TREEZE » DAURCRES T ERHY AR VS & HE -

($B +{%7T)
M easur es announced on 15 August and 4 September (around $19.1B)include
JNA+IHRILAEBATRHFEE (81918 70) 8 |
Provide a one-off electricity charge subsidy of $2,000 to each residential electricity account Around
Ry EHEEE R P R f— 22,0007 HY B B i 5.6
Extra allowance to social security recipients. Similar arrangements will apply to recipients of WFA
and individual-based WITS Around
[ FEU L ORI B EARY AR RS AR R B3 e AE Ny F 7 B (i Ay sl it 5 58 €J4.0
R {F A 2k
Subsidy to kindergarten, primary and secondary day-school studentsin Hong Kong at $2,500 per Around
head in the 2019/20 school year %123
TE2019/20824F » Ry A ANRER ~ /N2 R B2 H B2 A 2 (145 A 2,500 T HY I n
Continued on next page
THE




($B +&T)

Further enhancements to the Dedicated Fund on Branding, Upgrading and Domestic Sales (BUD
Fund) and the SME Export Marketing Fund and again provide additional injections into these
Funds 2.0
D RAL "SRR  THREER R PR NI TSV BRI ) (BUDERIERGE:) K T
ISR E R o W TEINER

Increase the reductions of salaries tax, tax under personal assessment and profits tax for the Y ear

of Assessment 2018/19 to 100% while retaining the ceiling of $20,000 Around
1’ B— ) "B S BRREENFRER ~ EAA SRS EIR % % 5 o it €J1.8

F100% > [ (E Ay _ERRANERF££20,0007T

Waive 27 groups of government fees and charges for 12 months to benefit a wide range of sectors

from maritime, logistics, retail, catering, tourism, construction, to agriculture and fisheries Around
ER 2T UCE - BEI12(E H - R R S ETTE - EfEEE - YR - BE - BB 0 IR €J1.6

i~ S D MRS

Pay one month’s rent for lower income tenants living in the public rental units of the Hong Kong
Housing Authority and the Hong Kong Housing Society

R EE B GNEEF R A AR A AR AR = AR —(E A s

Around
271.4

Reduce the rental for most short term tenancies of government land for community and business
use under the Lands Department, public market stalls leased by the Food and Environmental
Hygiene Department, catering establishments and retail stores leased by the Government Property
Agency, public cargo working areas leased by the Marine Department and stalls/facilities in the
four wholesale markets managed by the Agriculture, Fisheries and Conservation Department by Around
50% for six months #70.3
[ AR T ORED RS St & AR BN T3 G HARESY - BYIREEAEE TN
SR - BUFERZ MR ZERE - BERE MAREY RS anEs
DUk fafet B ZREE T 2 8 HE Y VUE B AL s i A S iR = - $2 B o Z T HAYE
EIRKEE » F BN B

Introduce a new loan guarantee product under the SME Financing Guarantee Scheme (SFGS),
under which the Government will provide for a 90% guarantee for approved loans, up to the
maximum of $6 million each. The maximum loan guarantee period for each approved loan is (Note)
proposed to be five years from the first drawdown of the facility GF)
& TR EEORETE] ) THE USRIV A - AT LRt/ i % 6008 7T
B BEMAESTHHERFENRER 5 F - R ETIEEERAY H ST

Introduce arelief measure for the 80% Guarantee Product of the SFGS, in which SME borrowers

may apply for their lenders under the SFGS for principal moratorium of up to 6 months which is

renewable, subject to a maximum of 12 monthsin total

£ " REE OratE] ) TEEHECR /A SR T BN EF R - (SR SE ] M S ElE

%fiﬂﬁgﬁ%ﬂ%%f%%% EREREA SRS NEH - Himte A RERGHEE - SHLI12EH K
X

(Note) (51)

The Government will provide a total guarantee commitment of $33 hillion for the 90% guarantee product. Based on the
overall assumed default rate of about 16% and the necessary out-of -pocket expenses to be incurred by the HKMC Insurance
Limited, which is estimated to be 4.5% of the total default claims, the Government’s estimated maximum expenditure (net
of guarantee fees collected) under the 90% guarantee product will be around $5.4 billion.

BUN &AL LRHE EHETRE fn TR 4E R 330[ETTHI(E ErRaE R IESH - (RE AR IR R 16% - & &S frba A TR
N VRS AT H 0 ZEAERARE S A5 T R SEIRAEERRY 4.5% > FHETEUNTEIUUE EHE MR m NAYBH OS8R CRERUBCETHE
PRER ) mE&IRy 5S4 ETT -
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HELPING MEASURES ANNOUNCED BY THE FINANCIAL SECRETARY SINCE AUGUST 2019

HBEARE-F—NF\ALHNZEENE

- ($BH-fiy) ($B i)

Measures announced on 22 October
10 H 22 H )\ Ay fsie
Mainly include FZ &% :
Fuel subsidy for transport trade for six months or a one-off fuel

: Around
subsidy 491 4
[ EEE SR L B HA/NE B BIRA R R — AR U
Fee reduction of short-term waivers and temporary waivers for most

holders for varying the terms of land grants by 50% for six months Around
[\ AE R ANERE U TR EERFE A RERESZATHY #J0.3
BRRESEATER - BHANER

Rental reduction for short-term tenancies for fee-paying public car

parks and harbourfront recreational or event venues under Lands Around
Department by 50% for six months 290.2

[EHEAEEEE T AR EIEE S FOBER EECEE) B AT HATEATTE
FiEtE o Z A HRVHES TR

Around

%21

 To counter the increasingly challenging economic environment, the Financial Secretary
announced on 22 October a new round of measures costing around $2.1 billion in total listed

below to support enterprises and safeguard jobs, particularly in hard-hit sectors.

FoJE¥T H B W HY OB ERET > W BE] E RN+ A =+ Z H EA T — w08 R &Y 21ETTHY

T - R IR TR)  ERTRSREITRTE -

($B +{E7T)
M easur es announced on 22 October (around $2.1B)include
+ A 22 HARHIERE ($92U80T) 8
Provide fuel subsidy for the transport trade for six months or a one-off fuel subsidy Around
[ A SRR B R B /N8 H AR A GBI — S i €14
Reduce fees of short-term waivers and temporary waivers issued to most waiver holders for
varying the terms of land grants for community and business use by 50% for six months Around
[ B A B TS D o BE AU B R U A I R i S R AR Y R B BA R E A A » it £J0.3
Bz i HAyER e EE TR - BEA/NEH
Reduce the rental for short-term tenancies of government land for fee-paying public car parks and
harbourfront recreational or event venues under the Lands Department by 50% for six months Around
[FILEGREEE T N R H 8 MO R S SO E e A BUR Lt SRR B 5 07 0.2
Z T HIFH S E
Continued on next page
THEE
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($B +&T)

Others, including :

HAth - FIFE

® Reducetherental for fee-paying public car parks and catering and retail premises under the
Leisure and Cultural Services Department (LCSD) by 50% for six months
FRFSERCULERE (FGE) B TARWEERY, - RENZEEAEE g et
By Z A 0IHE R RN (E H

@ Reduce hire charges of facilities of civic centres managed by the LCSD by 50% for six
months
(A RSB T SR S AR R B B 0 2 T EASIS AR - R HA S E A

® Extend the coverage of the rental concession of 50% for six months for catering
establishments and retail stores leased by the Government Property Agency (GPA)
announced in mid-August to include supermarkets, superstores, a shopping mall and Around
vending machines #90.2
i/ H BB AR [ BUN E R E R R R EE TR M 5 0 2 AR & TR
1R 2 iSRS - EARE)E - YIS e BB E R - R E

@  Provide aone-off survey fee subsidy for local commercial marine vessels
(e At g PO AL E FR (it — i B i G

® Reducetherental for fee-paying public car parks under the GPA by 50% for six months
BN EEEFRE T AREEESH PR S 0 2 TSR - RS EH

® Launch a“travel agent cash incentive scheme” under the cooperation with the Hong Kong
Tourism Board and the Travel Industry Council of Hong Kong
EEE S R R E AR SRR G & - HEH RITH I e aEE T E

® Reducerenta by 50% for 6 months for al tenants in EcoPark
BirEFTAE P =AM —F - BEINER

Furthermore, the Housing Authority, the Hong Kong Housing Society, the Airport Authority Hong
Kong, the Hong Kong Science and Technology Parks Corporation and the Cyberport, as well as
the MTR Corporation, have earlier responded to the Government’s appeal by announcing rental
concessions to provide relief for their tenants. The Construction Industry Council has waived the
registration fees for construction workers. The Government has also entrusted the Employees
Retraining Board to launch additional training programmes providing special allowances to assist
unemployed and under-employed persons in trades suffering amid the downturn.

o FEFEZES - HEFERY - ARG EHEE - TENEEAE - BiEELS
B RS AR AT - BT CEBUM Y 7 Al A S TGS it - 57 Bh HAH =
GPREOBEES) > BEERG ISR RREEE LAGEHE - 54 REFEECZENZE
sEHE AR MYESSIETE] - SRR RS - AT A RSB RN eI AL -

While the launch of various rounds of helping measures since 15 August may lead to higher
spending, the Government will remain vigilant in assessing the economic impacts of the internal
and external environment, and utilise our financial reserves to implement timely and suitable
countercyclical measures, so as to stimulate the economy and relieve people's hardship, and go
through the wave of economic downturn with the community together where necessary.
SEH/\H 1 H R FTHEH SRS i & B 05 S - BUN S8BT ES - BURHE
NIMEIFEIEOR I 2 WE M 2T RREAVREGEE » BN 2 R R I - RIDRBER
SFfRERIA ~ B R E SR NMTHYEUR -
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2019-20 FINANCIAL RESULTS (UP TO OCTOBER 2019)
“E-N/"EFE BEZT-NAF+H)WRHERKR

Actual up to
2019-20 October 2019
Estimate & HE—ENFAERATEN
(8B +{&T) (8B +{&’T)
Operating account & iEH
Operating revenue §E&UT A 467.0 135.2
Less: Operating expenditure & : §E&81% 501.5 287.3
Operating surplus / (deficit) &R/ (FRF) (34.5) (152.1)
Capital account FJEELZHREE
Capital revenue FEEEEIT A 159 1 66.1
Less: Capital expenditure j& : FRESERIZ 106.3 397
Capital surplus FEEEERIER 528 26.4
Government revenue BFAEA 626.1 201.3
Government expenditure BB 607.8 327.0
Consolidate{surplus ! (deﬁcit) before issuance and repayment of bonds 18.3 (125.7)
and notes R it A BT RIS R RGBSR SRR/ (RP)
Net proceeds from issuance of Green Bond Z{TiEfERSFIA - 7.8
Repayment of bonds and notes &3 & Z=ISA4EiR0E (1.5) (1.5)
Consolidhated surplus I_(deﬁcit;after issuance and repayment of bonds and 16.8 (119.4)
notes Bt ASHTR (SistEr BEIGRAERS BER /(FRP)
Fiscal reserves at period-end HiZERHEA TGN 1,187.7* 1,051.5

* The fiscal reserves balance of 2019-20 has taken into account the financial results in 2018-19, but excluding the issuance of Green Bond ($7.8 billion) in May 2019 and
helping measures announced since August 2019

2019-20F EERT BB BRE R A 20181 9 ERVEIR R 8 - 1EFRH2019F5AR TRT8ERBRE SRS RE2019SF AN HESER -

» Total government expenditure for 2019-20 was estimated to reach $607.8 billion, representing an
increase of $76 billion, or 14.3%, against the actual expenditure for 2018-19, mainly due to the
increase in provisi ons for recurrent expenditure.

—= TR T BN YRR S THET £56,078(8 T C I mE — )\ — LEEEEF X
i*JUD?Go ,Jc(izl4 3%) - F EIE W B S B 0 -

» Expenditure for the period from April to October 2019 amounted to $327 billion and revenue of
$201.3 hillion, resulting in a cumulative year-to-date deficit of $119.4 billion after receipt of net
proceeds of $7.8 billion from the issuance of Green Bond and repayment of institutional notes of
$1.5 billion.

—ZJUFEI R E A A AR B S B3, 270( 0T WA B52,013(0T > 5 ASTER (L
7 AT UL A 7818 T S i SRR B I FU0H 15(BIT 1% » 8151, 194E TR F -
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REBUILD CONFIDENCE IN HONG KONG
HEGELRER

Ongoing social unrest undermines social stability and
poses challenges to the rule of law

FENEBRTSRERKBE AR

Damage to Hong Kong’s international reputation
weakens attractiveness to overseas investors

HEERBEZR - ZEWIMRREBENRSIS

Retail, catering and tourism sectors particularly hard hit,
dealing a further blow to our economy

LEMERE— S Zal

* The socid incidents in the past few months have seriously damaged Hong Kong’s
international image, undermined Hong Kong’s attractiveness to overseas investors and
hit the retail, catering and tourism sectors, dealing a further blow to an already-weak
economy. We will collaborate with the chambers of commerce, professional bodies
and the whole community, redouble efforts in and deploy more resources for
promoting Hong Kong and rebuilding confidence, and implement effective measures
to support enterprises, safeguard jobs and relieve people's financial burden.

A AVt BB ERIE T EENEISP R - AREEEIMGEEENRS ]
FTRETE - BENREEE - SARCE ISR #E—P 28 - TfIFBlEpd
BCEEES ot G & Sl D » IR ISR B E R HE R B R R E S L 0
HEH A REE I - DUFERSE ~ fREcE > DURIBES T ERHY A TS & IE -
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CHALLENGES AND NEEDS
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Ageing Population A O34k

» Hong Kong is facing the challenges of an ageing population and a dwindling labour force. According to
the latest Manpower Projection to 2027, an overal manpower shortfall of about
170 000 is projected.

AR RS A Cm e (b S5 N CZATHkE - MRIZEHT | 2027 N VERHER | - THEHEG
ANJTE R » A e 2 8%y /5170 000 A -

» An ageing population will significantly increase the demand for in-patient services and ageing-in-place
services.

S bt BRGNS E R R fEm R A E RBHIRE K -

» Hong Kong’s public heathcare system is under enormous pressure due to an ageing population and the
increasing prevalence of chronic and complex diseases.

HIN A CEAL ~ 1SMEAE R HS R » HEANLERRBIERTERNES -
Gover nment Revenue Constraints BURFUE AT EkER

» Concentrated income sources and narrow tax base.
T AZREEE R B f Bk e o

» Tax revenueis heavily reliant on few key industries. In the year of assessment 2017/18, “Distribution”,
“Property”, “Investment and Finance” and “Banking” account for over 67% of profits tax assessed.
Separately, 33% of Government revenue comes from land premium and stamp duties in 2018-19.
FEUE o) ERESE (8 £ B2 T3E - (E20L7/A8ERMI A - " ffse” ~ “MhE” - RE R
+:§f§'ﬁ¥;” A HL PR E67% - 5551 » #£2018-19FE % » 33%HYEURF I A B BB AR EN
AERE °

* Haveto fulfil international tax obligations to ensure compliance of tax regimes.
FEITEIEN B (BB & BPRAEA -
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Continued Need for Public Expenditure /N 325 2 5B K558

* Asland, housing, socia welfare, education, healthcare and other livelihood issues are
closely related to the daily lives of our people, we shall put sufficient resources to
provide comprehensive care for the needy in society.
3~ FBE - tEAIRE - #E - BRERABFEGRATEEEMHE - BT
HEEN - WEttg EARENA > HEHLE -

» Education is the key to nurturing talent and allocating resources to education is the
most meaningful investment for the future.

BEBEE AT R - SR ENEREH ARG A EENNE -
Invest for the long-term development of Hong Kong A& B EBZEIELRE

* While maintaining a free market economy, the Government proactively plays the role
of “facilitator” and “promoter”, making every effort to increase land supply, invest in
nurturing talent, promote external affairs, improve the business environment and
implement tax concession measures with a view to enhancing the competitiveness of
Hong Kong.

TEHERE B G EOR YRR [ > BUMTEMEEE T epkd ) 1 "HEEE, Ae
pE0 AR RE ~ B A B - HEENESNERS ~ B E R EBREATE BN IR
Bt > FELLIRTTE SR T -

» We need to capitalise on the opportunities brought by the Belt & Road Initiative and
the development of the Guangdong-Hong Kong-Macao Greater Bay Area, with the
aim of creating new growth areas for our economy and opening up more markets for
Hong Kong’s enterprises and professional services.

IR T — S ) B NERREEE N KA » T ABKEN K
Wb e > HEBACENERERBhREE RIS -

» The development of innovation and technology can lead to new industries and create
wealth, provide more employment for young people and improve people’s daily lives.

SEAIRIRETACH IV ER M AEM E - BEENRMEE MR - ETRAS -

» We need to invest to diversify our economy to provide young people with more career
choices.
BRI ESREL TR  SEEFE AN A E SN EREE -



We welcome your views

ﬁL];E 7% E‘E
Thank you!

CE]

38



