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Highlights of the economic situation in Q3 2021
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Hong Kong’s economic recovery became more entrenched in the third quarter, with
real GDP growing by 5.4% year-on-year. The growth moderation was on account of
the stronger-than expected performance in the first half and the base effect. For the
first three quarters as a whole, the economy expanded by 7.0% year-on-year
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Total exports of goods saw notable growth; Exports of services increased
moderately, but inbound tourism remained virtually frozen, constraining the extent
of economic recovery

Q%EAZIU&F"F‘FE o LB ENUEE Fe T - BUNSRHEAEE)
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Consumptlon -related activities revived further thanks to the stable local epidemic
situation, improved labour market conditions and the Consumption \oucher
Scheme. Overall investment expenditure continued to see double-digit growth as
business outlook improved over the past year

KR Nt BAHEYEEIR EF - (B5205H

Unemployment rate declined further; Underlying consumer price inflation went up
but remained moderate 2
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_atest economic forecasts for 2021
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The global economic momentum has slowed amid the threat of the COVID-19 Delta
variant and supply bottlenecks in many economies. This may weigh on the
performance of Hong Kong’s exports of goods going forward

REJR KT an E & = ~ DUSIREREEAR BT > B EBERITEBECRAARKE
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Elevated energy and commodity prices and higher global inflation cast uncertainties
over the future course of major central banks’ monetary policies. Developments in
China-US relations and geopolitical tensions also require attention

AR THE 0 FEEAULAE RS - T L EE ST E] > A B4 S P
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Locally, improving employment and income conditions, together with the
Consumption Voucher Scheme, should remain supportive to consumption-related
sectors in the near term

2021 o &SR B R FRORI Ry 6.4% 5 EAIRARZRTEMI Ry 0.7%
Latest real GDP growth forecast for 2021 is pitched at 6.4%, and underlying inflation
rate forecast at 0.7%
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Economic performance in Q3 2021
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Hong Kong’s economic recovery became more entrenched in Q3

BEHIRE (%)
Rate of change in real terms (%)
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External sector
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Regional production and trading activities continued to
expand in Q3 in overall terms

TEEIG R (%)

Year-on-year rate of change (%)
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DAL AR AR (%)
Year-on-year rate of change in US dollar terms (%)
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Exports of goods in value terms
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Notes: (") Industrial value-added for the Mainland and industrial production index for others.

(*) The figures for the Mainland in January and February refer to the average rate of change for the two months combined.
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Merchandise exports saw notable growth, with
many major markets continuing to post double-digit gains

BE R (%) BEEEMSRE T NEREYHO
Rate of change in real terms (%) Total exports of goods by major markets
J=¢?/[au]mi EF == e |
ZHEEEEE (%)
Exports of goods Year-on-year rate of change in real terms (%)
2020 2021
FEEBE K fom——
Year-on-year change Annual Q2 : Q3 :
a3t 5.1 188 |11.4!
14.2% Mf:"and | C o
EE i [ [
Us 12.5 17.4 : 19.8 :
=74
] 7.3 102 1225}
1.7% o I I
1.7% . ! |
RS T A Jangn -1.2 -1.2 : 16.9 :
v ot /UZ

Seasonally adjusted Fr%:; -15.5 48.9 : 20.9 :
quarter-to-quarter change $ . : I
H[E ) |
IIIIIIIIIIIIIIIIIIIIIII Korea 5.9 28.6 : 56.9 :
Ql Ql Ql Ql Ql Ql T HI [ [
2016 2017 2018 2019 2020 2021 Singapore -16.6 14.3 I 3_4_4 .
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Exports of services registered a further moderate increase

HEHRER (%)
Rate of change in real terms (%)

g T

Exports of services
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4.2%
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quarter-to-quarter change
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Exports of transport, financial services and business and other services
continued to grow, but exports of travel services remained at a very low level

2020 H4E
Annual

Q4

2021 Q1
Q2
Q3

it 0 (%) EUEVINR0.05% -

Note: (*) Change within £0.05%.

st

Exports of services

HEEEEECR (%)

Year-on-year rate of change in real terms (%)

RIS s A S ELAML AR 5

ik AiE ZEH Hify Financial Business and
Travel Transport services other services
-90.3 -28.5 3.0 -11.9
-90.8 -23.6 3.1 -9.8
-77.5 0.2 1.8 *

16.0 4.8 2.1 0.7

28.5 7.6 2.4 0.8
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Domestic sector
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Private consumption expenditure rose appreciably thanks to the stable
local epidemic situation, improved labour market conditions and the
Consumption Voucher Scheme

BHEIERE (%)
Rate of change in real terms (%)
15

RN HEF

Private consumption expenditure

10
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5 Seasonally adjusted
] quarter-to-quarter change
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Overall investment expenditure continued to see double-digit
growth thanks to improved business outlook

THEEE R (%)

Year-on-year rate of change in real terms (%)
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Gross domestic fixed capital formation

Ql Q1 QI QI QI Qi
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10.8%

2020

2021
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Overall investment expenditure

B E R (%)
Year-on-year rate of change in real terms (%)
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Machinery,
equipment and PR R GRS
intellectual Building and
property products construction
A
Annual -18.0 xa
Q2 -42.4 -4.7
Q3 -20.1 -9.5
Q4 10.1 -4.9
Q1 3.3 -4.3
Q2 61.7 -1.0
Q3 19.6 0.3
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The labour market continued to improve in Q3 along with the
sustained revival of local economic activity

KR (%)
Unemployment rate (%)
10 - BERT T A
] Lower-skilled workers
8
6
4.9%
4.5%
4
3.1%
2 YR (BN
Higher-skilled workers
0 IllllllllllllIllllllllllIlllllllllllllllllllllllIIIlIIIlllllllIlllllllllllllllllllllI

Ql Q1 Q1 Q1 QI QI Q1 Q1 Q1 QI QI Q1 Q1 Q1 QI QI Q1 Q1 Q1 QI QI Ql
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

ib 0 BREERGSERIN - HAMY BRI ET -

Note: Not seasonally adjusted except the overall unemployment rate.
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Unemployment rates of the consumption- and tourism-related
sectors also declined visibly

FEAFEHE R (%) 8 H ('000)

Year-on-year rate of change (%) Number ('000)

R (AR FEHEGE [

| Visitor arrivals (RHS) (E%@K) i
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Unemployment rate (%)

BEARASEENSE
Food and beverage service
activities sector

BE -~ EEMEERSE
Retail, accommodation and
T food services sectors

= =2 7N

Retail sector

8.5%

1.2%
6.3%

Ql Ql Ql Q1 Q1

Q1
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Nominal wages and labour earnings reversed the general trend of
deceleration in the past two years or so

A

Income*

PG (%)
Year-on-year rate of change (%)
MR HEHEE

Nominal growth  Real growth

BB A\ P a8 (2021F55 =)

1.1 0.2
Index of payroll per person engaged (Q2 2021)
THHEE (202146 F) - 05
Wage index (June 2021) ' '

FIEEPEA ARTLE (2021FF =)

1.7 -0.5
Median monthly household income (Q3 2021)
S () FEEIMERERT -

Note: (*) Excluding foreign domestic helpers. 17
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Inflation
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Underlying consumer price inflation rose, but remained moderate;
business cost pressure was mild, but external price pressures increased further

& XK B HEA G B ERE B BERITER

Contribution to the year-on-year rate of change in the underlying Composite Consumer Price Index (CCPI)

(%)

by major component
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Property market
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The residential property market remained generally active in Q3

FEEH FEVEEERSIEE
Flat prices No. of S&P agreements for residential property
fRE(—E—HF 1t H=100) HES4HHE
Index (Jul 2015=100) Agreements received
5 9 000
| U INERIER A (EAS HE S 2001-20204F-45 H “F-45
| Small/medium-sized 8000 - 2001-2020 monthly average
flats price index
e 7000 1
) 6000 -
115 -
1 5000 -
[ BRETEKER 4000
105 Overall residential
| price index 3000
\
o KA BT (EAE S 2000
Large flats price index
1 000
85 07/15 01}16 07}16 01}17 07}17 01}18 07}18 01}19 07}19 01}20 07}20 01}21 07}21 009/15 03/16 03/17 03/18 03/19 03/20 03/21
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Note : (%)

RHVEFRSEER (HIE

Index of home purchase affordability (i.e. mortgage repayment to

CHB AREER) TR iRk

Income ratio) remained elevated

%
100 7( )
%0 - 2021FHE =2 75
1 2021Q3:75
80 -
70 - LR AR EERN (%)
b Repayment-income ratio” (%)
60 -
2001-20204F F-15%: 47
50 - 2001-2020 average : 47

40 -
30 -
20 -

10 1

45V IR BB AR B (RSB EUR 10% K - By 204F) HEHE R AR T8 (F EfEER A EFEIER) FIEER - EhR INARHYSFEBEREA

BEERARE - REZH ISR H ANE A H B AR EE AW ARIEER -

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.

22



FEH—FRNEBEN B ELE R 4ERFE 94 000fE Y= KN
Total medium-term private first-nand flat supply would remain at
a high level of 94 000 units

FEEEAEH
Number of domestic units
100 000
90 000 }
80000 1 KR = B UE TR —F A FEEEUEE

Number of first-hand domestic units in the private
sector to be available in the coming three to four years

70 000 -

60 000 -

50000 —tttt——+—+————f————f

Ql Ql Q1 Q1 QI QI QI QI Q1 Q1 Q1 Q1 Q1 Q1 Q1 Ql
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

it P EHFEECREEFEIREL A EE - EES B EARTRENENEE - KO st nTERE) THYIHEE -

BROR © EEmEERER -

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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Outlook for the rest of 2021
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The IMF warned that the divergence in economic prospects across regions
remains a major concern

B S A B TR BRI R A4 H TR

2021 LB = 2022 B R

IMF forecasts for IMF forecasts for

2021 GDP growth 2022 GDP growth

10 H A7 H HyEE
1 7 H N
doospmms | 108 O VENTARER o, o
Change between
GDP growth Oct Oct Change between
. Oct and Jul
in 2020 Oct and Jul

3R -3.1 59 -0.1 4.9 0.0
World
< 34 6.0 1.0 5.2 +0.3
us
[/ —
oS -6.4 5.0 +0.4 4.3 0.0
Euro area
R -4.6 2.4 -04 3.2 +0.2
Japan
qjmiﬁl . 2.3 8.0 -0.1 5.6 -0.1
Mainland China
%
%EEP‘EL:E/}” ) -0.8 7.2 -0.3 6.3 -0.1
Developing Asia
BT R S R TR UK RS
Emerging market and 21 6.4 +0.1 5.1 -0.1
developing economies 25
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The threat of the Delta variant remains, with resurgence in
epidemic seen in some regions of late

. 5 H PIIHRER R

Average daily number of confirmed new cases

900,000 Number
= A mECN  mERE e f T ENAIE L mENE wERUETE WA
800,000 + Mainland Europe uUsS Latin America and the Caribbean India ASEAN-5 Others
700,000 +
600,000 +
[
500,000 + N

400,000 +

] I =
] - | 1!
300,000 —+ I
200,000 + I I
B

100,000 + |
0 -
“H =A WA ®HA X~HAH €A NAH HA +H +—H +=H —H =—H =H WH HH K~H €A AH HHA +H +—RH
Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct 1%8H
2020 2021 1-8 Nov
i WRTEEREEE ~ BRI ~ ¥ - JEEEMIZRE -

Note : ASEAN-5 includes Indonesia, Malaysia, Singapore, the Philippines and Thailand.

BRI ¢ e N R R R AR (R B R i R A 44 -
Sources :  National Health Commission of the People’s Republic of China and the World Health Organization. 26
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The near-term global economic outlook will depend on the
developments in the pandemic and supply bottlenecks

S - S5 =R R R - IR RN RS R <7 B
Mainland: Economic growth moderated somewhat in Q3, and recent indicators
showed that manufacturing activity was under pressure

KB ¢ BERD B =R R AHE BRGS0 E N HE L EYIE
i%ﬁ%é&%ﬁ@ﬁ 30 &L

US: Pace of recovery slowed in Q3 as private consumption softened, core PCE
Inflation remained at a near-30-year high

BT - B0 106 - R BT 2 B B NURAY R
Euro area: The economy recovered steadily in Q3, but the resurgence in
epidemic may weigh on the economic performance in Q4

HAENEERS © SO BN R A - R e e &
Rest of Asia: Economic situation largely continued to improve, but impact of
supply bottlenecks warrants attention
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The recovery of some economies faced headwinds
ly

due to supp
Ei=t S
Index
BUSEBREKHEEN
Manufacturing PMIM
60 -
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bottlenecks
FEEL
Index
A1 FE PR R B A

Services PMI*

The Mainland

BT
Euro area

01/18 07/18 01/19 07/19 01/20 07/20 01/21 07/21

it () AREVEE AE T RS SRR IR B A B RSV B Ry Markit RS SE PRIECC R -
(*) R HYE Ry E IR RS SR PRI AC BRI B Bt &S B FyMarkit i s S BRI A B 8 -
Notes: (*) 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 local epidemic remained stable
#H #H

Number Number

B AR R R E R H
4 Number of COVID-19 infection cases in Hong Kong

- Daily number of cases (LHS)

—HHMEZE (CHBEEEE) (ZE154)
- Daily number of cases (7-day moving average)
(LHS)

— w2 (5 Hme)

- Cumulative number of cases (RHS)
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Business sentiment among Iarge enterprlses

AR (%)

Year-on-year rate of change (%)

stayed positive overall in Q4

TR A (E \gﬁ)
Net balance* (% point)

60
8 1 - 50
BE AR EERE (EAR4R) - 30
4 - Real GDP growth (LHS)
- 20
] - 10
0 1 -0
-2 - -10
Gistie T EBREHEGIE - - 20
4 1 RN TSR OF250) (G1E4R)
C&SD's Quarterly Business Tendency Survey - - -30
-6 A Expected change in
business situation (net balance) (RHS) - 40
b - -50
'10 T TrT1TrT1 1711117117117 17 17T 17T 17T 17T 17T 17T 17T 17T 1T 17T 1T°"17T T 1T 1T 71T T T T T T T T " T"T T T T T 1T 1T T T T T T T T°7T '60

QL QI QI QI QI QI QI 01

QL 01

Q1

QL QI Q1

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
ARSI BRI 5 0 CEEUEER T ¥ ) WORRRE BRI 0 CEAYZERE -

b (%) JFEREREI T EBIO TR —RAVE T o B TR
RS TRE A Bt - e B Ry T RERRES -

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.
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Other surveys palnted a mixed picture on local business sentiment

FUNBERE HetrsRE
s Surveys on SMEs F Other surveys Ei=t 14
Index Index
60 Index 55 . —— 60
1 Markit FELRECIRIE R (FEAE4R)
55 | 1 Markit Hong Kong PMI (LHS)
| 1
50 50 “J.VV\/V\’ } 1 50
Y \ ] 2 \ I ,-|
L/ | \ |
45 A ] |
: 45 1| ' J ‘_ - 40
40 - . . ] 1 - l
EFTE BN H [} A ’ \
SE BRI V] \ J l
35 1 Standard Chartered Hong Kong {4, ! 1 d B G RERE |
SME Leading Business Index™ ¥ /§ 40 1 O E (E1ELR) [ 30
30 i Hong Kong Trade Development ,
:'l Council’s Export Index* (RHS) \ r
25 BONGGTBEMA e o Ul ||/ L 20
FEBWEREETEEN - B
20 Diffusion index” on business receipts 1 v
for SMEs compiled by C&SD 1
15 IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII 30 IIIIIIIIIII}IIIIIIIIIII}IIIIIIIIIII}IIIIIIIIIII}IIIIIIIIIII}IIIIIIIIIII}IIIIIIII 10
01/15 01/16 01/17 01/18 01/19 01/20 01/21 01/15 01/16 01/17 01/18 01/19 01/20 01/21

i () BiafEECREEE T BT s N E L o R AR N A — SR - BIRiE RSSO R EBR L B 0 (&

FRS0RIFIRIEIIEIEMEN - Zah AR E R EMPR R R 2 -
() B2 -HHE=FFRRENREEE -
(*) #EEER50 - RN R — 2 SR R IR - AR R S O 58 SRR S0RIRRIE S G T -

Notes : (") The diffusion index is computed by adding the percentage of SMEs reporting “up” to one half of the percentage of SMEs reporting “same”. A
diffusion index reading above 50 indicates that the business condition is generally favourable, whereas an index below 50 indicates otherwise.
Respondents were requested to exclude seasonal effects in reporting their views.

(=) Launched in Q3 2012 and quarterly data.
(*) A reading above 50 indicates that more than half of the surveyed traders incline towards the upside, which can be interpreted as an upward trend and an

increase in confidence, and vice versa for a reading below 50.
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The Hong Kong economy will likely post solid

year-on-year growth in Q4

COVID-19 DeltaZfef g7l 2 > DU P2 &R e IR PEIEINSH - > IRERECREN TR
e - BBV CHREIEAE S IR iR

The global economic momentum has slowed amid the threat of the COVID-19 Delta variant
and supply bottlenecks in many economies. The growth of Hong Kong’s exports of goods
Is likely to decelerate in Q4

RER SR S P o (EAS B A BL PR SE S B RR TR - T2 2 F SR TR B R T [
» DU R ERIRMGBUG RS - /AT

In what ways the higher inflation caused by surging energy and commaodity prices as well as
supply bottlenecks will affect the monetary policy direction of major central banks, and
developments in China-US relations and geopolitical tensions, also warrant attention

AHTTIE] > BEE AL ANE LGS ARCHE a8 > e SAN e s e A T
% o ?iéé;z\ AL E R RIZA R E e - BT - /E fEEEéW‘“
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Domestically, improving employment and income conditions along with the Consumption
\Voucher Scheme should remain supportive to consumption-related sectors in the near term.
To pave way for a broader based economic recovery, it is essential for the community to
strive towards more widespread vaccination and abide by the anti-epidemic measures

HEARREERIEZE - ARG ERUSH g RENETE R
Provided that the local epidemic remains under control, the HK economy should post a
solid year-on-year growth in Q4
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Latest economic forecasts for 2021 as a whole

Inflation

A == I

P EFEHI : !

Forecasts as released on! BeuT FEA] !

13 August : Latest forecasts :

P ; ;
Real GDP growth 5.9-6.5%0 | 6.4% |
AR : :
Underlying 1% i 0.7% i
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