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Hong Kong’s recent economic situation
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The Hong Kong economy improved visibly in Q1
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Exports of services and domestic demand expanded visibly
while exports of goods plummeted further
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Merchandise exports declined further
while retail sales continued to increase in April
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Merchandise exports in volume terms in April is estimated based on merchandise exports value.
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The labour market continued to improve
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Unemployment rates of consumption-related sectors
decreased further
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Number and proportion of low-income households™
declined from a year earlier, but were still above the pre-pandemic levels
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Note : (*) Low-income households refer to households with monthly household income less than $9,500 (at Q1 2023

prices). This does not include households with all members being economically inactive.
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Underlying consumer price inflation edged up,
but remained moderate in overall terms
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Contribution to the year-on-year rate of change in the underlying consumer price index by major component
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Note: Energy—related items include electricity, town gas, liquefied petroleum gas and other fuel, and motor fuel.
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Local residential property market
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The residential property market revived since early this year
after undergoing a marked correction last year
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Total medium-term private first-hand flat supply
would rise to a record high of 107 000 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 : Housing Bureau.
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Outlook for the rest of 2023
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Visitor arrivals should recover further

as transportation and handling capacity continue to catch up
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The improving economic situation and prospects should boost domestic demand,
though tight financial conditions will remain a constraint
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The continued improvement of the labour market, the disbursement of
consumption vouchers and “Happy Hong Kong” events
will provide additional support to private consumption
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Median monthly household income increased further
by 4.1% in nominal terms in the first quarter over a
year earlier
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The Government is disbursing consumption vouchers

in instalments to about 6.5 million eligible persons,
injecting about $32 billion of purchasing power into 20
the market
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The Government, in collaboration with wvarious -20
participating organisations, has organised “Happy
Hong Kong” events since April to bring joy to the
community and help stimulate local consumption -40
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Inflation in advanced economies remain at a high level;
major central banks are expected to keep interest rates high for some time
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Notes:  (#) Latest median forecast of inflation in 2023 by private sector analysts.

(*) Median forecast by US Federal Open Market Committee members in March 2023.
(*) Forecast derived from the relevant interest rate derivatives, calculated by Bloomberg.
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Slower growth in the advanced economies will continue to
weigh on external demand
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Overall inflation will likely pick up,
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Outlook for the Hong Kong economy
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Inbound tourism and domestic demand are expected to remain the major drivers of economic
growth this year. Visitor arrivals should recover further as transportation and handling
capacity continue to catch up. The improving economic situation and prospects should boost
domestic demand, though tight financial conditions will remain a constraint
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The continued improvement of the labour market, the disbursement of consumption vouchers
and “Happy Hong Kong” events will provide additional support to private consumption
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On the other hand, exports of goods will continue to face significant challenges. Slower
growth 1n the advanced economies will continue to weigh on external demand, though the
faster recovery of the Mainland economy should provide some relief. The recent banking
sector turmoil in the US and Europe will also affect credit conditions, adding uncertainties to
the global economic outlook
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Real GDP growth forecast for 2023 is maintained at 3.5 to 5.5%. If the current momentum of
economic recovery is sustained, growth will likely be near the higher end of the forecast range
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Outlook for the Hong Kong economy (cont’d)
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As for inflation, while external price pressures should see some moderation, they are
expected to remain notable for some time. Domestic cost pressures may increase
alongside the economic recovery. Overall inflation will likely pick up, but remain
largely moderate
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The forecast rates of underlying and headline consumer price inflation for 2023 are
maintained at 2.5% and 2.9% respectively
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Latest economic forecasts for 2023 as a whole
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