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Hong Kong’s recent economic situation
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The Hong Kong economy showed a visibly narrowed year-on-year contraction in
Q3 amid an improved external trading environment and the stabilisation of the
local epidemic situation in the latter half of the quarter
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Merchandise exports resumed moderate growth, yet exports of services dived further;
Domestic demand improved somewhat but stayed weak
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The labour market tended to stabilise in September and October,
but the unemployment rate remained elevated
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30
2o§
1o§

SEE
20 |
30 -
-40 |
50 |
60 |
70 |
80 |
90

ERONER K I AE AT T SRR RIS+ B 20035 /D L& m 1R 1 R [B1%
The unemployment rates of the consumption- and tourism-related
sectors eased somewhat after reaching the highest level since SARS in 2003
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Wage growth slowed further and
median household income fell sharply
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Note: (*) Excluding foreign domestic helpers.
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Number of low-income households* increased visibly
amid austere economic conditions

#(H (1000) BHE (%)
Number (‘000) Percent (%)
160 10
140 - .
8.2% COIRREREF (LIR4R)
]I 8 Non-elderly households
120 - - (LHS)
100 | PAY  mmpmpr (omg)
] 5§ 5 _ -6 Elderly households
)/\ 0 (LHS)
80 - 1 N N — N _ 4970
— ¥ N 3 / — i /| —msremase
-l g N \y/\ - _ / 4 PR ()
N _ \\ N / Proportion of low-
~ |~ TN income households in all
40 | \\// \\v/ | domestic households
5 (RHS)
20 - e "
— R AT R
| A I [ I S S N e B e S Y S B (E124R)
0 \_\_\ T \_\_\_\_\_\ T T T T T T T T T 0 Seasona"y adeStEd
Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 unemployment rate
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 (RHS)

it () BRRAEFZESHER ARER,00T(ZE_EEFE=FEMNEF - BT A ERMAEERIFEE
KRB A LHYES -

Note : (*) Low-income households refer to households with monthly household income less than $9,000 (at Q3 2020 prices).
This does not include households with all members being economically inactive.
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Consumer price inflation eased notably, as the year-on-year rise in food prices narrowed
visibly and price pressures on many other components softened
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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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Economic growth and inflation forecasts for 2020
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|_ocal residential property market
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The residential property market softened somewhat on entering Q3
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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 m2.
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Index of home purchase affordability (i.e. mortgage repayment to
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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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Total medium-term private flat supply would stay at
a high level of 92 000 units
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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 : Transport and Housing Bureau.
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Economic outlook for 2021
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The Mainland economy rebounded swiftly after containing the epidemic,
and is expected to strengthen further
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Exports sustained notable growth Domestic demand indicators
improved further
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Note:  (*) Selected Asian economies include Hong Kong, India, Indonesia, Korea, Malaysia, the Philippines, Singapore, Taiwan and Thailand.
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The US economic outlook largely hinges on the epidemic
and policy developments
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The economic outlook of the euro area and Japan would highly depend on
whether the epidemic could ease in the near term
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e IMF forecast the global economy to rebound in 2021,

but the pace of recovery is expected to be uneven with uncertainties
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The Hong Kong economy will likely resume positive growth in 2021, but the
course of recovery is constrained by various external and domestic factors
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The Mainland economy is expected to grow strongly, rendering some support to Hong Kong’s
exports
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COVID-19 is still spreading in many places of the world. The prospect for the global economy
depends crucially on when effective vaccines are rolled out and the speed at which they become

widely available
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The evolving China-US relations, heightened geopolitical tensions, and Brexit development also
warrant close monitoring
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As for domestic factors, local economic activities should recover further next year, provided that
the epidemic is contained and social environment stays safe and stable
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The Government has been implementing the relief measures under the Anti-epidemic Fund and the
2020-21 Budget at full steam, providing support to the economy and preparing for future recovery

21



2021 EEARRIT R
Inflation outlook for 2021
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Inflation outlook is affected by such factors as the economic conditions, local
cost pressures, inflation in major import sources, exchange rates and international
commodity prices
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As the global economic recovery would take time, external price pressures will
likely stay largely moderate. Meanwhile, local cost pressures will hinge on the
recovery pace of the Hong Kong economy
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The softening in private residential rentals over the past year or so will continue
to feed through and may constrain consumer price inflation in 2021, especially in
the first half of the year
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Latest forecasts on the H ong Kong economy for 2021
by the IMF and most of the private sector analysts

Real GDP growth 2.2% 10 8.0%

AR

0 0
Consumer price inflation rate 0.1% 10 3.2%
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