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The Hong Kong economy contracted S|gn|f|cantly In Q3
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External demand registered an enlarged decline, among which exports of
services deteriorated sharply; domestic demand also worsened significantly
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Labour market eased further
as economic conditions continued to worsen
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Note: Not seasonally adjusted except the overall unemployment rate.
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The unemployment rates in the consumption- and tourism-related sectors,
which were hard hit by the local social incidents and violent acts,
saw more visible increases
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Consumer price inflation went up further, mainly reflecting the visible acceleration in
the increase in prices of basic foodstuffs amid the reduced supply of fresh pork
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Contribution to the year-on-year rate of change in the underlying Composite Consumer Price Index (CCPI)
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While earnings of low-income workers continued to increase over a year earlier,
there was moderation in overall earnings growth A

Income*
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Note: (*) Excluding foreign domestic helpers. 7
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Number and proportion of low-income households* hovering at
relatively low levels
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Notes : (*) Low-income households refer to households with monthly household income less than $8,900 (at Q3 2019 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. 8
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Economic growth and inflation forecasts for 2019
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Forecasts released in November 2019
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Real GDP growth -1.3%
AR

Underlying inflation rate 3.0%
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Headline inflation rate



ABEETS

L_ocal property market

10



EEVIZE ST R =K
The residential property market softened during Q3
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Note: Small/medium-sized flats refer to those with a saleable area of less than 100 m2,
while large flats refer to those with a saleable area of at least 100 m?. 11
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Index of home purchase affordability (i.e. mortgage repayment to

Income ratio) remained elevated
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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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Total medium-term flat supply stayed high at 9
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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 : Transportand Housing Bureau.
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Reflecting the Government’s sustained efforts,
completions of private flats have been increasing
IN recent years
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Note : (*) Projected average annual completions over 2019-2023 are as stated in Budget 2019-2020.
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Economic outlook for 2020
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Although the Mainland’s economic growth is expected to moderate further
next year, it will continue to be much higher than other major economies

HOEEED g ZTEHEBNRARFABRE
Export activities have gradually slowed down Growth in retail sales remained broadly stable
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Note:  (n) Selected Asian economies include Hong Kong, India, Indonesia, Korea, Malaysia, the Philippines, Singapore, Taiwan and Thailand.
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The fading boost from US’ earlier fiscal stimulus together with fluctuations in its
trade policy will likely increase uncertainties facing the US economy
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Real GDP The Fed’s preferred measures of inflation
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Economic growth in the euro area and Japan expected to stay weak
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IMF forecast economic growth of several major economies
would moderate further in 2020
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IMF's forecasts for 2019 and 2020 economic growth
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Source : World Economic Outlook, October 2019.
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Uncertainties surrounding the economic outlook
HREEA /D F B SRR R & RIS - TR ORFRe a2 5P

Hong Kong’s export performance would unavoidably be affected by the expected
moderation of economic growth in many of Hong Kong’s major trading partners
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Although US-Mainland trade tensions have eased somewhat of late, there may still be twists
and turns in US-Mainland trade relations as the two sides have yet to resolve differences in
certain key areas
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Brexit and geopolitical tensions in the Middle East
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If demonstrations involving violence persist, they will pose a more severe drag on the
consumption- and tourism-related sectors. Foreign investors’ and local citizens’ confidence
on the Hong Kong economy will be dampened further. Local labour market will be subject

to increasing pressure 20
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Inflation outlook for 2020
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Hinge on a host of factors, including the overall economic growth, local
cost pressures, inflation of Hong Kong’s major import sources,
International commaodity prices, etc.
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As global inflation will likely remain moderate, external price pressures
should remain contained. The local cost pressures will depend on economic
performance and the movement of private residential rentals
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It will take time for the supply of live pigs to return to normal levels. If
pork prices continue to increase in the near term, overall consumer price
Inflation may stay somewhat elevated at the beginning of 2020

21
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Latest forecasts on the Hi ong Kong economy for 2020

by the IMF and most of the private sector analysts

Real GDP growth -0.7% to +1.7%

HEVEERE

0 0
Consumer price inflation rate 1.8% 10 2.6%
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