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The Hong Kong economy contracted by the steepest pace on record
both year-on-year and quarter-to-quarter in Q1
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Amid the COVID-19 pandemic, the fall in external demand enlarged

drastically, while domestic demand weakened markedly
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The labour market showed further sharp deterioration as
economic recession deepened
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Note: Not seasonally adjusted except the overall unemployment rate.
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Consumption- and tourism-related sectors, hard hit by COVID-19,
saw a surge in unemployment
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While prices of pork and some other basic foodstuffs recorded larger increases,
consumer price inflation remained moderate
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Wages and earnings rose at a decelerated pace,

household income fell further W A*
Income*
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Note: (*) Excluding foreign domestic helpers. 7
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Number of low-income households* increased notably amid
worsened labour market conditions
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Note : (*) Low-income households refer to households with monthly household income less than $9,000 (at Q1 2020 prices).
This does not include households with all members being economically inactive. 8
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The residential property market lacked clear direction in Q1,
though revived somewhat since late April
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Note: Small/medium-sized flats refer to those with a saleable area of less than 100 m?,
while large flats refer to those with a saleable area of at least 100 m?. 10
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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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Annual average completions of private residential flats in 2020-2024
projected to be notably higher than those in the past five years
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(*) Projected average annual completions over 2020-2024 are as stated in Budget 2020-2021.
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Total medium-term flat supply would reach 95 000
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Note : The above figures included unsold units in completed projects, units underconstruction but notyet sold by presale, and units from disposed sites where
construction may start anytime.

Source : Transportand Housing Bureau.
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Outlook for the remaining 2020
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Economic activities contracted sharply in the US and the euro area since
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Notes:

March, whereas those in the Mainland showed relative improvement
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(™) Official manufacturing PMI for the Mainland; Markit manufacturing PMI for other economies.

(*) Official non-manufacturing PMI for the Mainland; Markit services PMI for other economies.
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The global economy is experiencing the worst recession since the Great Depression, and
IMF has noted that there would be further downward revisions to its global forecasts
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IMF forecasts for IMF forecasts for
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GDP growth Apr Change between Apr Change between

in 2019 P Apr and Jan P Apr and Jan
2.9 -3.0 -6.3 5.8 +2.4
2.3 -5.9 -7.9 4.7 +3.0
1.2 -7.5 -8.8 4.7 +3.3
0.7 -5.2 -5.9 3.0 +2.5
6.1 1.2 -4.8 9.2 +3.4
55 1.0 -4.8 8.5 +2.6
3.7 -1.0 -5.4 6.6 +2.0
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Subdued business sentiment among large enterprises
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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 indicates a likely downward trend. 17
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Hiring sentiment worsened noticeably
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Hiring expectations by sector (net balance*)
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Note: (*) Net balance indicates the direction of expected change in number of persons engaged versus the preceding quarter. It refers to the difference
in percentage points between the proportion of establishments choosing “up” over that choosing “down”. A positive sign indicates a likely
upward trend while a negative sign indicates a likely downward trend.
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Hong Kong’s near-term economic outlook is still highly challenging

o  HRZEEELHREIIEEFT SRR ENRERE - BREAERAARGEEERERE > &
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As many major economies are still facing the serious threat of COVID-19, the global economy may
continue to experience sharp contraction in the near term, weighing on Hong Kong’s export performance

o HENTHIAPIREREBNEBIE RS 28 - HAM KB EE{E TR
Recently there have been signs that the epidemic is getting contained in Hong Kong. Yet, local economic
activities will take time to recover

o WHEEEERHERGNEENBUAR % - G BUERREE RRERTIERE) - IMREERR T
Persistently tense economic, trade and political relations between the Mainland and the US, geopolitical
tensions, and global financial market volatility continue to warrant attention

o  BUNERERHEHERE ARV RER - FBA B RSEMTHRIEE B RIS - e A Eie
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The Government has swiftly rolled out relief measures of unprecedented scale, which should help both
companies and individuals endure the current hardship. If the local epidemic remains well contained and
our major trading partners could smoothly proceed with their plans to reopen their economies, the Hong
Kong economy will hopefully come out of the trough in the second half of the year

o FERENTERRHAMETEMREREME - IRBIERER - HIFHBREREGRD (X

A safe and stable social environment is equally essential to local economic recovery. If violent acts
re-emerge, the pace of our economic recovery will certainly be hindered
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Economic growth and inflation forecasts for 2020

202045 B ARV FEH]
Forecasts released in
May 2020
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Note: (*) Announced by the Financial Secretary on 29 April.
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