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Hong Kong’s recent economic
situation and short-term outlook
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Another quarter of spectacular GDP gro hin 2006 Q1
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Salient features of Ql perf ance
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10 quarters of dlstlnctly above trend growth
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Broa& based upturn, marked by booming export and pick-up
In local demand
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Trade and Ioglstlc financial and producer services, and
tourism are the bright spots; but construction still weak
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Significant and broad-based job creation; labour income and
wages improving gradually
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Inflation creeping up but still very low
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Exports still the key growth drlver

St i s
Goods Services Total
1981 — 1990 14.6% 8.2% 13.1%
1991 — 2000 9.8% 5.6% 9.1%
2001 — 2005 9.0% 10.3% 9.2%
2005 Annual 11.2% 8.7% 10.7%

2006 Q1 14.4% 8.9% 13.3%
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But domestic demand Jo played an
Increasing role in recovery
S 22k TR AVE R
Contribution to GDP growth

2005 2006
Q4 Q1

L[[l: [(Eu ijq,;/ajj
Net exports of goods and services 1.6% point 2.2% point

Domestic demand 5.9% point 6.0% point

e

Total 7.5% 8.2%
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Domestic deMand played an increasing role in recovery
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Investment underpinned by stron machlnery/ quipment acquisition

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

capital formation
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Construction still the laggard in current recovery
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Private building
and construction
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Overall building
and construction
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GDP growth led by trading and

financial/professional services
2001-2003 2004 2005

(%) (%) (%)

ﬁrﬂlﬁﬁ Manufacturing -9.8 1.7 2.1
;é‘élﬁﬁ Construction -2.9 -9.8 -6.6
5% Services 3.0 9.9 7.9

=R zs—r s R U -5.5 13.7 6.6

Wholesale'retail, restaurants and hotels

JE[ SN 'Y B 7.5 15.4 12.1

Import and export trades

Lg_lggg,? ﬁglb@%zﬁ o 3.0 13.9 13.5

Transport, storage and communications

& 5 [ B 4.6 21.7 11.0

Financing and insurance

Py KB i B | q&; e 0.8 1.1 5.4

Real estate and business services

T T*rf“b[ﬁ . %7 1.3 2.6 0.9

Communltfy social and personal services
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S (%) Economic Upturn benefiting most people
Unemployment rate (%0)
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Lower-skilled worker

+
Overall
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__— 3.8
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rofessional and
managerial staff
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Long-term unemployment also down significantly

Bt ()
Number ('000)

Job vacancies
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1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 |

I kK
Number ('000)
350
] 03Q2:
| 298 100
300
250
] A
200 § Total number of unemployed
150 _-: N Ve L va
] RFGDE P R
] Number of unemployed for
100 more than 6 months
03Q4:
] 91 500
50
0

1181 000

46 000
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Earnings rise back as labour market improves
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- Labour earnings -
_ Left scale L
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-4 — (Left scale) N
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] Manpower resource balance* .
-8 - (Right scale) —

-10 N N Y Y I Y I Y N Y N Y Y Y I Y Y B
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1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005

T ()T TR T B AR e
ote : (*) Balance of togal labour demand and labour supply, expressed as ratio of labour supply.
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Number of employees by employment earnings

20045)‘1_‘ ZJI; ZOOGE)J_‘ ZJ'; ﬁ[?}
2004 Q1 2006 Q1 Difference

< $5,000 292 100 244 500 - 47 600
$5,000 - $8,999 768 600 799 700 31100
$9,000 - $14,999 683 300 727 300 43 900

>$15,000 927 800 1018 300 90 500
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1996 Q1

2004357
2004 Q1

200637
2006 Q1

i E [P E PRES 000 FUPRES

Employees with monthly employment earnings below $5,000

ES
— -H

Full-time

.lgl\

115 400
(4.5)

= 149 000
(5.6)

= 108 700
(3.9)

R| D) PRES AR 5T
ote :

() Figures in brackets

R, H .
Part-time, of whom :
R T L
Under- F1RE
employed Voluntary
22 900 49 600
(0.9) (1.9)
66 700 76 400
(2.5) (2.9)
39 200 96 700
(1.4) (3.5)

S represent percentage shares in all employees.

fi
Overall

188 000
(7.4)

292 100
(10.9)

244 500
(8.8)
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Inflation modestly up as recovery becomes more entrenched
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Year-on-year rate of change (%)
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GDP deflator
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1.6

2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006
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CPI Inflation by component*:
2005
Q4
;'*A\LFF[#[ Food 1.4
[~ Housing 2.8
F‘:Efé_JJ ’ ):‘LZ'{:Q?&—}S'/_’J\‘
Electricity, gas, water 4.0

Mt Clothing and footwear 0.1

[T@E'Jfﬁupﬁ[}, Durable goods  -6.7
% 3p] Transport 1.5
F #1755 Other services 1.1
?JZ’ISI’E' Overall 1.3

2006
Q1
0.9

4.2

3.9
-2.0
-5.8

1.6

1.2

1.6

() R | = SR /T S LR B R R IR -

(*) By reference to 2004/05 CCPI series.

£ '“F’H%?TFIEVF“H?F@Eﬂfjt@%ﬂ J = FHPE T LI R RIIE R

Note : (#) From October 2005 onwards the year-on-year rates of change in the Consumer Price Indices are derived from the 2004/05-based CPI series.
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|_atest forecasts for 2006

I 2 2 RS ERAIET = 5 1 4% - 5%
Forecast GDP growth : 4% - 5%

At T R R R e 2%
Forecast CCPI inflation : 2%

82 AT S (TR £ 0.5%
Forecast rate of change in the GDP deflator : 0.5%
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Recent situation of household income
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Household income rising along with economic recovery

Fioya
ercent
3 20065 By F T —2004 Q1 57~ %
] = E T EL 0 $26,000 —2006 Q1 57— %
] ‘ Average monthly household
] income in Q1 2006 : $26,000
i |
T T T l T T T l T T T l T T T l T T T
<$4,000 $16,000 - $32,000 - $48,000 - $64,000 -

19,999 35,999 51,999 67,999

>=$80,000

19



(S [T AR
Composition of and changes in low-income households*

Bt 1(000)
Number (*000)
220
200
180 PR
- Economically active
160 households
140 _: ?Efég&iﬁiﬁi’??%ﬁﬁﬁf_i El
. Economically inactive
120 households
100 -
80 RHEA
E Elderly households
60 -
40
20
0 -

[ | [ | [ | | [ |
Q1 QI Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1
1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006
S (%) [(RYET ERFRE] T $4,000 )N 2
ote: (*) Low-income households refer to those with monthly household income less than $4,000.
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Elderly and economically inactive households constituting a large share
of low-income households

5t 1(000) 2006 Q1 57— &
Number (*000) ( Q T )
E 34-P or above 4 g5l F
. D 3P 3+
] Fop o
T LI1-P 1+
- 96 300
- 33800 2400
’ 28 400
- iy 5 600 > 700
B 12005 ZzzzzzZzzZ4 S 200
] e g AU
- 14 600 10 100
Elderly Economically inactive Economically active
households* households households
R P ERE T
2o () RRYETH F,\I”Ejf@'pgﬁ@s "E‘}J‘;_I—FKJI":‘Z £ ,F‘EJ 5?5}»@333‘6]7}?!“[%—1 0
n

ote : (*) Only a tiny proportion o

elderly households has 3 persons or above. The corresp

ding figure is therefore not shown in the chart.
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Only a small fraction of persons living in low-income households belong to the
labour force, with many of them being unemployed.

(2006 Q137 =)

15-59 (33.5%)

IE G GEG B
Econ%ﬁaflﬁﬁiéﬁw
(64.2%)

0-14 (5.2%)

Ermpityed 7//////// 7N

163 800

(15.49%)

v

60 g5I'] - S8
60Fan above Unem?ioyed
(61.3%) (20.4%)

15-595% ~ -4 By activity status for
£ @57 By age H=EhE)p s &5 Persons aged 15-59
3t
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Number of economically a(,ftlve persons in low-income households*, especially those
unemployed, fell noticeably over the past two years

%’r £1('000)
umber (*000)
60 -
50
40 -
30 s
] Unemployed
20
i [ SN
:M Underemployed
10 FU5,
:M Part-time
0 I I I | | I I I I Full-time

Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1
1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006

00 ST WP RHSS O RS F o (EE %
otes : (*)T'his does not include economically active persons in the low-income households with elderly members only,
but the numbers involved were insignificant.
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