Global Economy in the First Quarter of 2017

Global economic growth gained momentum in the first quarter of 2017. The
economic growth of the US was steady and the growth prospects for the Euro area
and Japan improved. However, the policy orientation of the US government, the
expectation for an interest-rate hike in the US, the progress of Brexit negotiations and
the awakening of trade protectionism have all brought uncertainties to the global
economy. The World Economic Outlook (WEQ) of the International Monetary Fund
(IMF) in April 2017 indicated that economic activity in advanced economies was
driven mainly by higher projected growth in the US, while growth in emerging and
developing economies is expected to pick up significantly. The world economy is
projected to grow by 3.5% in 2017, an upward revision of 0.1 percentage point
relative to the January WEOQO; the growth projection for 2018 remains the same at
3.6%.

The US economy maintained moderate growth, with Gross Domestic Product
(GDP) rising by 2.0% year-on-year and 1.2% quarter-to-quarter. Fixed investment
was the major impetus for economic growth, contributing 1.9 percentage points to the
increase. Private consumption expenditure weakened, adding only 0.4 percentage
points to the growth. Imports and exports offset each other, with net exports
contributing only 0.1 percentage point to the growth. Meanwhile, inventories dragged
down economic growth by 1.1 percentage point. The unemployment rate increased by
0.4 percentage points quarter-to-quarter to 4.9% in spite of steady economic
performance; the seasonally adjusted unemployment rate was 4.7%.

As the German economy showed signs of acceleration, the economy of the Euro
area continued to grow, with the GDP of the first quarter rising by 1.9% year-on-year
and 0.6% quarter-to-quarter. Gross fixed capital formation, consumption expenditure
of households and non-profit institutions, and government final consumption
expenditure contributed 0.3, 0.2 and 0.1 percentage points to the increase respectively.
Meanwhile, imports and exports offset each other, which failed to contribute to
economic growth. The economy maintained moderate growth, with the
unemployment rate staying at 9.8% as in the previous quarter.

The impact of Brexit on the UK economy began to emerge, which included
devaluation and inflation. The GDP of the first quarter grew by 2.0% year-on-year
and only 0.2% quarter-to-quarter. The service industry has always been the main
driver of the UK economic growth, however, the growth began to slow down and



increased merely by 0.2% quarter-to-quarter. Gross capital formation contributed 1.2
percentage points to the increase, while household final consumption expenditure and
government final consumption expenditure added only 0.2 and 0.1 percentage points
respectively to the economic growth. Meanwhile, net exports dragged down the
growth rate by 1.4 percentage points. Although the economy was affected, the
unemployment rate held stable and decreased by 0.2 percentage points from the
previous quarter to 4.6%.

Thanks to the improvement of the global economy, the export growth in the
Asian region had been outstanding. The April 2017 WEO of IMF indicated that the
ASEAN-5 economies® are projected to grow by 5.0% in 2017, 0.1 percentage point
higher than its forecast in January 2017. The projected economic growth for the
Middle East, North Africa, Afghanistan and Pakistan decreased by 0.5 percentage
points to 2.6%, while that for China increased by 0.1 percentage point to 6.6%. The
projection for India remained the same at 7.2%.

The economy of Japan continued to maintain low growth rates, with the
first-quarter GDP rising by 1.6% year-on-year and 0.5% quarter-to-quarter. Exports
and domestic demand rebounded and each contributed 0.4 percentage points to the
economic growth. The unemployment rate remained stable at 2.9% amid sustained
economic growth; the seasonally adjusted unemployment rate stayed the same at
2.9%.

The first-quarter GDP of the Republic of Korea increased by 2.7% year-on-year
and just 0.9% quarter-to-quarter. Gross capital formation and exports added 1.5 and
0.8 percentage points respectively to the economic growth, but imports lowered the
growth rate by 1.5 percentage points. Despite the pick-up in economic growth, the
unemployment rate rose by 1.1 percentage point from the previous quarter to 4.3%.

Mainland China showed steady economic progress, with the GDP for the first
quarter expanding by 6.9% year-on-year, up by 0.1 percentage point over the previous
quarter. In the first quarter of 2017, value added of the above-scale industries
increased by 6.8% year-on-year, up by 0.8 percentage points from the previous year.
Fixed asset investment grew by 9.2% year-on-year, an increase of 1.1 percentage
point. Retail sales of consumer goods rose by 10.0% year-on-year, down by 0.4
percentage points; sales of construction & decoration materials and cultural & office
supplies both increased by 14.8%, and sales of petroleum and products grew by

! Indonesia, Malaysia, the Philippines, Thailand and Vietnam.



13.0%. As regards external trade, total value of external trade for the first quarter of
2017 increased by 15.0% year-on-year and the trade surplus amounted to USD 65.3
billion. The Consumer Price Index (CPI) for the first quarter was 1.4% amid a
significant drop in inflation.

The Hong Kong economy continued to perform well in the first quarter,
expanding by 4.3% year-on-year and 0.7% quarter-to-quarter. With strong domestic
demand, gross fixed capital formation rose by 6.4% year-on-year. Private
consumption expenditure and government final consumption expenditure both
increased by 3.7% year-on-year. Exports of goods and exports of services continued
to strengthen, rising by 9.2% and 2.6% year-on-year respectively. The unemployment
rate edged up by 0.1 percentage point to 3.2% amid satisfactory economic
performance, and the seasonally adjusted rate remained unchanged at 3.2%.
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1. PRINCIPAL ECONOMIC INDICATORS OF THE WORLD (YEAR-ON-YEAR COMPARISON)

Yo
016 016 016 016 2017
2016 2016 2016 2016 20
2014 2015 2016
20 2013 2016 . )
Q1L Q2 Q3 Q4 Q1L
UsA
Gross Domestic Product 24 26 1.6 1.6 1.3 1.7 20 20
Exports of zoods 2.6 1.3 -3.2 -6.8 5.1 -2.0 22 1.3
Impotts of zoods ERY 46 26 -33 4.7 223 1.9 13
Consumer Price Index 1.6 0.1 1.3 11 1.0 1.1 1.3 23
Unemplovment rate 6.2 18 32 18 30 L3 18
Euro area”
Gross Domestic Product 12 20 1.¥ L7 1.6 1.8 L.y 19
Exports of goods 22 0.3 -L0° - 0.0 22 102
Imports of goods 0.7 256 1.3 23 17 23 124
Consumer Price Index 0.4 - 02 - 0.1 0.3 0.7 1.8
Unemplovment rate 116 109 10.0 10.7 10.0 06 2.8 9.8
Germarny
Gross Domestic Product 1.6 1.7 1.9 ] 32 16 13 258
Exports of goods 33 6.2 1.1 0.6 22 0.6 22 83
Imports of goods 22 43 0.6 04 0.1 -1.2 .0 10.0
Consumer Price Index 0.9 02 0.3 0.3 0.1 0.3 1.1 1.9
Unemplovment rate 5.7 5.4 6.1 6.6 5.1 5.0 3.8 6.2
French
Gross Domestic Product Ly 1 1.1 12 1.1 0 12 1.0
Exports of zoods 02 ER 0.5 03 S35 0.7 15 1%
Imports of goods 0.7 0y 0.47 0.5 -4 L7 2.6 16
Consumer Price Index 0.3 - 0.2 - - 0.3 0.5 12
Unemplovment rate 10.3 04 10.1° 0.7 2.5 2.5 10.4° 10.1
United Kingdom
Gross Domestic Product 31 22 1.8 1.6 1.7 20 1§ 20
Exports of zoods 34 -18 4.8 25 0.7 54 157 17.8
Imports of goods 220 2.0 5.5 3.6 40 143 136" 16.6
Consumer Price Index 1.5 - 0.7 0.3 0.3 0.8 12 22
Unemployment rate 6.2 34 14 5l 13 18 L8 16
a2 Censists 1% mamber statzs sines 2015

Zovres : U8, Bureas of Economic Analysis, US. Census Burzan, U.S. Bureas of Labor Statisties
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1. PRINCIPAL ECONOMIC INDICATORS OF THE WORLD (YEAR-ON-YEAR COMPARISON) (Cont'd)

2016 2016 2016 2016 2017
2014 2013 2016
Q1 2 Q3 Q4 01
Mainland China
Gross Domestic Product 74 6.9 6.7 6.7 6.7 6.7 6.8 R
Exports of zoods 6.0 -0 17 -13.0 64 707 55
Imports of zoods 0.3 -143 =53 SERY =11 -4 27 24,
Consumer Price Index * 20 14 2.0 21 21 2.0 20
Hong Kong
Gross Domestic Product 27 24 207 1.0 1.8 20 37
Exports of goods 32 -1.8 0.3 -6.8 -12 02 33 1
Imports of zoods ERY 4.1 0.9 32 -32 12 i 1
Consumer Price Index 14 30 24 2.8 2.6 il 12
Unemployment rate 33 33 ER i3 i3 56 il
Taiwan
Gross Domestic Product 40 0.7 L3 0.2 1.1 21 28
Exports of goods:' 2.8 -10.8 -1.8° 4.3 0.1 11.7 13
Impatts of zoods” 14 -15.8 28 7.7 0.4 113 21
Consumer Price Index 12 03 14 L8 1.3 0.7 18
Unemployment rate 4.0 38 ERY ERY ERY 4.0 ERY
Tapan
Gross Domestic Product 03 Ny 1.9 0.5 0.8 1.1 17
Exports of goods 4.8 34 -4 -1%9 L3 -102 -18 33
Imports of zoods 57 87 -15.8° 156 -18.7 185 83 8.
Consumer Price Index 2.7 0.3 0.1 - 0.3 0.3 03 0.
Unemployment rate 36 34 il 32 £ il 29 2
Bepublic of Korea
Gross Domestic Product i3 28 28 3.4 26 24
Exports of goods 23 -3.0 -390 137 6.7 -3 1.8 14
Imports of zoods 18 -16.9 55 -16.0° -10.0° 50 41 238
Consumer Price Index 1.3 0.7 1.0 09 0 0.7 1.3
Unemployment rate 33 EX 37 43 38 36 32 L3
Singapore
Gross Domestic Product 36 18 29 19 19 1.2 29
Exports of goods 0.1 6.3 -31 131 - 4.3 21 17
Impotts of zoods -14 -113 -7 -8.3 -14 =51 6.1 15.6
Consumer Price Index 1.0 0.3 0.3 0.5 0.4 04 - 0.6
Unemployment rate 20 19 21 1.3 28 1.8 19 2.

2 Accumulatzd wear-on-vaar comparizon.
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2. PRINCIPAL ECONOMIC INDICATORS OF THE WORLD (QUARTER-TO-QUARTER COMPARISON)

2016 2016 2016 2016 2017
2014 2015 2016
Q1 Q2 Q3 Q4 Q1
USA
Gross Domestic Product 24 146 1.4 0.8 14 33 207
Expotts of goods 2.6 =13 -3.2 -3.2 L7 14 -0.8
Imports of goods ERY 4.6 26 23 1.2 L3 26
Consumer Price Index 1.6 0.1 13 0.6 0.4 0.8
Unemployment rate” 6.2 33 i 45 49 15 i
Japan
Gross Domestic Product 0.3 L1 0 0.6 0.4 02 0.5 0.3
Exports of goods 4.6 33 -1.8 S 1.¢ 14 56 6.2
Imports of zoods 55 86 -15.8 85 507 0.5 82
Consumer Price Index 27 0.8 0.1 0.1 0.1 0.1 0.6 -
Unemplovment rate® 36 34 il 32 32 30 il 2%
Hong Kong
Gross Domestic Product 27 24 20 03 15 0.8 12
Exports of goods 32 -18 0.3 -7 6.1 1.0 38 04
Imports of zoods ERY 41 -0 224 3.6 2.6 22
Consumer Price Index 14 30 24 0.7 0.6 0.4 0.7 0.1
Unemplovment rate® 33 33 34 34 34 34 33 32
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