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Hong Kong’s recent economic situation
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Hong Kong’s economic recovery became more entrenched in Q3 2021 and
sustained momentum in Q4
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Merchandise exports grew visibly in Q3 2021;
consumption and investment demand also recorded notable growth
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Labour market improved continuously since early 2021 amid the

sustained economic recovery
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Note: Not seasonally adjusted except the overall unemployment rate.



ELNER SR AH BRI TSRV A R S A RS B
Unemployment rates of the consumption- and tourism-related
sectors saw Vvisible declines from their peaks
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Nominal wages and labour earnings reversed the trend of decelerating

year-on-year increase
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Number of low-income households* came down along with continued

Improvement in the labour market situation
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Note : (*) Low-income households refer to households with monthly household income less than $9,200 (at Q3 2021 prices).

This does not include households with all members being economically inactive.
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Consumer price inflation went up in the second half of 2021 but
remained moderate in overall terms
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Note : (*) The year-on-year rates of change of the CPIs from the fourth quarter of 2020 onwards are computed from the new 2019/20-based series, and
those before are from the old 2014/15-based series.
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Economic growth and inflation forecasts for 2021
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Forecasts released in
November 2021
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Real GDP growth 6.4%0
R 0. 704

Underlying inflation
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The Hong Kong economy stayed on the recovery trend in the fourth quarter last year,
the economy is forecast to grow by 6.4% for 2021 as a whole.
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Taking into account the recent inflation figures and developments, the average rate of
underlying inflation for 2021 as a whole should be slightly lower than 0.7% as
projected in November last year. 10
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|_ocal residential property market
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The residential property market remained active in the second half of
2021, despite quietening somewhat from the situation in the first half
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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 income ratio) remained elevated
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Notes : (") The ratio of mortgage payment for a flat with saleable area of 45 sqm (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 private flat supply would stay at
a high level of 94 000 units
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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.
Transport and Housing Bureau.
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Economic outlook for 2022
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The IMF forecast the global economy will grow further in 2022

10
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IMF's forecasts for 2021 and 2022 economic growth
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Source : World Economic Outlook, October 2021.
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The growth pace across economies Is expected to be uneven
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Mainland: Although the economic development is subject to “triple pressures”, given the
solid fundamentals of the economy and the ample room for fiscal and monetary policy
manoeuvring, the economy is expected to attain steady progress and remain the major driver
of global economic growth
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US: The Fed has already begun to reduce the size of its asset purchases and hinted rate hikes
later, fiscal policy support is also expected to diminish relative to last year
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Euro area: The market expects the euro area economy to recover further, but the evolving
pandemic remains the largest threat to economic outlook
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Rest of Asia: The further recovery of major economies should be conducive to the vibrancy
of regional trade flows, but growth prospects of regional economies still hinge on the
development of the epidemic and restrictive measures by the governments 17
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HK economy should stay on a growth track in 2022, as long as external
environment does not deteriorate visibly and local epidemic remains largely stable
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While the external environment is highly complicated, an expected further recovery across major
economies is believed to be conducive to Hong Kong’s exports performance in 2022. Hong Kong’s
economy would see faster and broader-based recovery if normal flow of people with the Mainland
can be resumed in an orderly manner
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The prevention and control of epidemic remains the most critical task this year. Keeping the local
epidemic under control will help support consumption and business sentiments, enabling
employment and income conditions to improve further
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The Hong Kong economy should stay on a growth track in 2022, as long as external environment
does not deteriorate visibly and local epidemic remains largely stable
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Other factors, including whether the supply bottlenecks together with the upward pressure on energy
and commaodity prices would hinder global growth, whether major central banks’ tightening of their
monetary policies would lead to greater global financial market volatility, as well as geopolitical
developments also warrant close attention
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Inflation outlook for 2022
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The inflation outlook will hinge on a host of factors, including overall economic performance,
local cost pressures, inflation situation of Hong Kong’s major import sources, international
commodity prices, etc.
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Since it takes time to resolve the supply bottlenecks in various places and the global economy
is expected to recover further, external price pressures are likely to persist, especially in the first
half of the year
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With the further recovery of the Hong Kong economy, domestic cost pressures are likely to
increase gradually. That said, while the fresh letting residential rentals are already higher than
a year earlier, their impact on consumer prices still take time to surface, helping to contain the
underlying consumer price inflation in 2022
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Latest forecasts on the Hong Kong economy for 2022
by the IMF and most of the private sector analysts

Real GDP growth 1.3% - 5.0%
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04 - 2 80
Consumer price inflation rate 0.6% - 2.8%
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