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2020 ECONOMIC INDICATORS
—E_BE AR )

Real GDP growth Q1-Q3 EH=F -7.2%

A A 7 BB SR T
QI E=F -3.5%

Unemployment rate Aug — Oct /\ £+ H 6.4%
4o

Underlying consumer price inflation Jan - Oct —£ -+ H 1.5%

HAHTI Ak
Oct + A 0.4%

Except for unemployment rate, the above percentages represent year-on-year changes.

BRI > EIE RIS EFFRMLRATES) -

* The Hong Kong economy saw some improvement in the third quarter of 2020 after the
sharp contraction in the first half of the year. The total exports of goods resumed
moderate growth, thanks to an improved external trading environment amid the
accelerated growth of the Mainland economy. Domestic demand revived somewhat but
stayed weak
HARZTHE _Z _TF FEFERERGEE - B =FHLNE - ZETINET S0
f%ﬁiﬁ%lj\]itt LUTHERNER TS - BRSPS TSR IR A S - NEPFR RIS AT -
B 2AH 55

* The labour market was still under pressure, with the seasonally adjusted unemployment
rate staying at an elevated level of 6.4% in August — October.

7 Lhip N E - SF TR EEBRLRE/  HETHERT6.4% -

* The underlying consumer price inflation eased further in recent months amid subdued
economic conditions, averaging 1.5% in the first ten months of 2020.
BEARHT I BRI S ARSI A TR NP %M 0 “ETEEEH T
ANH TR 1.5% -



THE ECONOMY SAW SOME IMPROVEMENT IN Q3 2020
R CEEE=FZFHNLE

Gross Domestic Product
(vear-on-year rate of change in real terms)
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* The year-on-year contraction of the Hong Kong economy narrowed visibly to 3.5% in the
third quarter of 2020. On a seasonally adjusted quarter-to-quarter comparison, real GDP
rebounded by 2.8%, arresting the declines in the preceding five quarters.

AL B TR = E I EREE B UCE £3.5% o LRI
Fi@t?tb?‘ SR A AT S B PH2.8% o RS AR ULE R E L o

* Hong Kong’s total exports of goods resumed moderate year-on-year growth of 3.9% in real

terms in the third quarter of 2020, underpinned by the stronger trade flows with the
Mainland along with the recovery of import demand in some major markets. Exports of
services plummeted further by 34.6% year-on-year in real terms as inbound tourism
remained at a standstill and cross-boundary transport and business services stayed sluggish,
though exports of financial services saw further growth.
HEBERTYHOE T EFEH =FHIE3.9%IHE %D%Dﬁﬁtfﬁi’"' » Z T
SN LY T Z SR B SR A AL o EE A 0 O SR E - RUE <& Rl 55 HH 22
WHE K o (H T 5B IR R AL R 2R T BDJ:E%‘FLEEJWFMLHE&?&%T“%’ Ak
55 Fa (N SR it — 0 T #34.6% -

* Domestically, private consumption expenditure posted a smaller though still notable year-
on-year decline of 8.2% in real terms in the third quarter of 2020, as local consumption
sentiment revived somewhat in the latter part of the quarter when the third wave of local
COVID-19 infections was contained. Overall investment expenditure continued to fall
visibly by 11.1% year-on-year in real terms amid the difficult business environment and
weak construction activity.

AR TTH > FANTHDIT SO E B R = FHAELT & N Ek8.2% - P’%Eﬁifﬁm
Wz - [RIREAHH RIS E A E =B TR 2 EG AT -
R PR BT > RIS AN Y 0 BRI T SR LIRS TR 11.1% -



LABOUR MARKET REMAINED UNDER PRESSURE >
57 Lt yEXy &7 ‘

Seasonally adjusted unemployment rate
(three months ending)
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» The labour market faced notable pressure in the third quarter, but tended to stabilise after

the third wave of infections was contained. The seasonally adjusted unemployment rate
rose from 6.2% in the second quarter of 2020 to 6.4% in the third quarter, and stayed
unchanged in August — October. As the overall economic situation remains weak and the
global pandemic is still fluid, the labour market will remain under pressure in the near
term.
FLTBES=FENEEE]  BES=EFZERETRE - 4£FT
PR BRI R R T E = S EEE T DBN62% TR FE=FM6.4% > £ /\E T H
HEFFAL - HTRELTFTIRIIRAESY > M EEKEFERE - % I EN
ST RFEI S T

* Unemployment rates of the consumption- and tourism-related sectors went up in the third
quarter to the highest since SARS in 2003, though eased back slightly in August — October.
'3@%)5—275&/)3?*@%\??&5’]5’%1??* =FHE2003F N fEHE 0 REEN
E+HWBNE -

* Nominal wages in June continued to increase over a year earlier, but the rate of increase
decelerated further to the slowest in more than a decade.

PN TR Ak Sz 5 BT > B EFFRE I —3Ee il DR R K -



UNDERLYING CONSUMER PRICE INFLATION
EASED yISIBLY I‘N RECENT MO{NTHS
EARHT Ak B BE %A
Composite Consumer Price Index (CCPI)
(vear-on-year rate of change)
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* Consumer price inflation eased visibly in recent months. The sharp deceleration was

attributable to a notably smaller year-on-year rise in prices of basic foodstuffs, particularly
pork, due mainly to the high base effects, the fall in charges for meals-out, as well as softening
price pressures on many other major CPI components amid subdued economic conditions.
Underlying consumer price inflation went down from 1.8% in the second quarter of 2020 to
0.3% in July — October, and averaged 1.5% in the first ten months.
TR AR EH B & N - EIKERIERZE > BHTEAA LM IECLEZE
T AT ) B 1% T i B A S AN T B WS ~ AN I RE B A MR - DUROH
PRI TR RV 2 FL M B B H AR 2 B O AR R D AE I G 42 BT B8 N 4R A - B
FERYM B ERH B EFE _FENISWHEELEHETHMN03% » SHEH
T HFEAL.5% -



LATEST FORECASTS FOR 2020
CE T EF I
Real GDP growth -6.1%
A AR 7 EAE S B

Consumer price inflation

HBI I K
Underlying £ 1.3%
Headline #{& 0.3%

* The global economy recovered at a faster-than-expected pace in the third quarter, but
the short-term outlook still faces considerable uncertainties. Barring any abrupt
deterioration in the local epidemic situation or global economic activity, the Hong Kong
economy is likely to see further modest improvement in the fourth quarter of 2020.
BRI EREFTAE 6 = F Y E N (R B - (B 565 B A 5475 28 R K
A EME o PRIEAHHT E W 3 B BN R VTG s R ARG &= » BABLATT
HEE _E - EFFURF P RYNE -

* Considering the actual outturn in the first three quarters of the year and the cushioning
effects of the Government’s massive relief measures, the Hong Kong economy is
forecast to contract by 6.1% for 2020 as a whole.

H IR TS E = T Y TR 2 TN R R MU 27 28 15 Bt Y 22 o SN > F0I &
BLETHE T EFERFULE6.1% -

* On prices, overall inflationary pressures should stay mild in the rest of the year, given
the weak global and local economic conditions amid the threat of COVID-19. The
underlying and headline inflation rates for 2020 as a whole are forecast at 1.3% and
0.3% respectively.

DIt 5 o FRBRFIAHE 28GR IR DA AR 59 0 B KR JIAE S R NI ]
N BERFRM o T D EFEREREAN Y RN ARSI 8 ik
AV T 53 519 1.3% f20.3% -



ECONOMIC OUTLOOK SUBJECT TO
DIFFERENT INTERNAL AND EXTERNAL FACTORS
LFRIRUF S NMIMERNERE

The Mainland economy has emerged from the shadow of the epidemic and resumed its
upward track, rendering support to Hong Kong’s exports
N 22 e AR R I AR TRER IR B FE T3 B BRI RS R

The global economic recovery is
threatened by the recent surge of S . .
COVID-19 infections in a number of Unpertamhes Su [Foundingithelevelving
advanced economies Ch!p?:L/JS r elations
SO R R SRR~ TRRARRIRTEN
SN ER 25T & TME R

Development of the local epidemic Heightened geopolitical tensions

AH R R #EBUBRIA K

The Mainland economy has emerged from the shadow of the epidemic and resumed its
upward track, rendering support to Hong Kong’s exports.

N i 22 i AR RO IR IR PLH B RE T > MipE ) & AR H e S Fr -

In October 2020, the International Monetary Fund slightly revised upwards its global
economic growth forecast for 2020 to -4.4%, 0.8 percentage point higher than its June
projection, but warned that there remained tremendous uncertainty around the outlook, and
the global economic recovery would likely be long, uneven, and prone to setbacks.
TECEFETH > Bbr i A e HE RN E AN IR T R K TS Y
= £-4.4%  BOSHRFINE0.8 ME A - BRENEELFAIRIARA
ARBEENE » MM RZEFEHAIEEE K - A PHENERE » HESBHERS

The recent surge of COVID-19 infections and the resultant social distancing measures or
even lockdowns in a number of advanced economies may slow the pace or even reverse
the course of their recovery. Locally, the near-term outlook will hinge critically on the
local COVID-19 situation.

AT I 25 S St 22 B 4R IR e e 2 IR D R A S T U B A s B R A i > '
FERHEBUEN - AIRE Rt HE bk RESCEHARETR - X5 -
M RT =R RE & _E = HUR T A 18 & e -

The evolving China-US relations, heightened geopolitical tensions, and the Brexit
negotiations also warrant attention.

TRRAKE - MEEUEREEK - DU E R ECR A ERSRE
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TOTAL GOVERNMENT EXPENDITURE GREW BY 276%
FROM 1997-98 TO 2020-21

— NNt/ NNEZEBDE/ Z—FEBUT EIT N1 276%

1997-98 1999-00 2001-02 2003-04 2005-06 2007-08 2009-10 2011-122013-14 2015-16 2017-18 2018-19 2019-20 2020-21
Estimate

i

Total government expenditure per 2020-21 Estimates is $731.1 billion, representing
an increase of $123.3 billion, or 20.3%, against 2019-20, mainly due to the increase
in operating expenditure of $94.5 billion and capital expenditure of $28.8 billion. It is
more than tripled when compared with 1997-98 —

CECE ) FEWEBIFEHNTIIHLT B E L D EE
JESENN1,233127T(820.3%) » EEFH T LB I 17945127 > KIE
LEF LW T 288147 - =TIt/ TU/VEREELE - W iR E =R

2019-20 compared 2020-21 Estimate compared
with 1997-98 with 1997-98
SE—N S BER CECES TR
S—NNt/ TN\ FEE STt/ TN\FEE
B EEHR
Capital works expenditure +154% +188%
AR TR
Recurrent expenditure +194% +226%
B IT
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RECURRENT EXPENDITURE GREW BY 50%
FROM 2015-16 TO 2020-21

—BF S NE BB R DR M T 1 50%

$ billion
27T
550
500 | 486.6 E1 Social welfare

2 1ER (+61.2%)

450

400 ' Health T4 (+54.3%)
350
300 B Education # & (+37.6%)
250
200 B Security {£Z2(+49.4%)
150
100
H Others HAif (+50.0%)
50 h
(Infrastructure, Economic,
0 Environment and Food, Support, e
LRZE 0 425N
2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 (}J;fﬁié}%ggfyj*gwmg%g)
Estimate
T

* Recurrent expenditure per 2020-21 Estimates is $486.6 billion, representing an increase of
$47.8 billion (or 10.9%) over 2019-20. It has been growing steadily since 2015-16 at a trend
rate of 8.4%. The increase in recurrent expenditure reflects the Government’s long-term
commitment in improving people’s livelihood.

TEOE O FENMEZE L R4,866147T 0 B E—J S EEERN
4781270(8i10.9%) - H " E—7 /— NEEH- - ZFEHZLI8. 4% A KK
fab BT o 220 P SR BEIE S B BURF A 20 R AR 5 Ry R &K 3H -

* Recurrent expenditure on social welfare, health and education has been increasing —

=EA] ~ TARZEE J7 i 25 TSR S3E 0

2019-20 compared 2020-21 Estimate compared
with 2015-16 with 2015-16
SECBERE CECE R
5B N i
i3 S52F—h/—REE
B B
> 8001a1 welfare 11 < %8 F| +40.0% +61.2%
Comprehensive Social Security +33.9% +51.6%
Assistance Scheme/ Social
Security Allowance Scheme
Giatt = RER B/ A
F 18 A & 0t &l
Other welfare expenditure +52.1% 180.3%
HoAth 18 3¢
» Health T34 +45.5% +54.3%
> Education %/ & +27.8% +37.6%
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RECURRENT EXPENDITURE ESTIMATES FOR 2020-2
g A A ]

Education %% $99.6B (20.5%)
Housing ;& $0.7B (0.1%)
Community and External Affairs /NX i 908455 $15.8B (3.2%)
Economic 4 5F $15.5B (3.2%)

Environment and Food ¥ 5}z 21
$21.9B (4.6%)

Infrastructure AL R A i%
$30.7B (6.3%)

Social Welfare 1 &£l —
CSSAISSA £k &/ /A I Al
$58.7B (12.1%)

Social Welfare 1L & fll —
Other Welfare Expenditure
HA R A 52
$35.2B (7.2%)

Support ffi 1) [}z 55 $66.2B (13.6%) —
ea . J7/

Security (% $55.2B (11.3%)

Recurrent government expenditure B 4% 3 Jf % : $486.6B
(66.6% of total government expenditure of $731.1 billion (45 B ff 3% £1.4i7,31112,5C1166.6%)

$B = $billion -{Zi¢

* Based on the 2020-21 Estimates of Expenditure, the spending on Education (20.5%),
Social Welfare (19.3%) and Health (17.9%) together accounts for about 58% of
recurrent government expenditure.

R T F /- FEHIT IR > #EF(20.5%) ~ (=@ (19.3%)
K DA (17.9%) 09I 32 > & 295 BUF 28 T SRR S8 % -

* In combating the COVID-19 epidemic and in times of economic downturn, the
Government has committed to sizeable additional expenditure to enhance our
capability to provide timely assistance or relief to enterprises and members of the
public. Up to the end of September 2020, the Government has launched three rounds
of measures under the Anti-epidemic Fund as well as the various measures
announced in the 2020-21 Budget, involving a total of over $300 billion, equivalent
to about 11% of Gross Domestic Product. More would be discussed in later slides.

FINLNF 201956 IR 97 35 95 = 15 S AR 48 %% FATHYIE LT > BUR B KR B8 T
S0 2R Y ol R T R AR BRI R B - #iZE2020F9 H K - BUFEH#E
= R U A e 1R i > 1 [F12020-2 15 b B R 2R Y 2 T 27 IR A I -
R U 3,00027T - A TARAET EELN11% - EEENRER &
AEERNTA -



INVESTMENTS IN CAPITAL WORKS
$ Billion gi:E*-%?ﬁ ﬁ

HZ7E

160 From ] 2010-11 From ] 2020-21
to % 2020-21 to % 2024-25
150 Trend growth #4341 K- : - -
140 - 4.0% p.a. (£4F) 8.7% p.a. (£54F)
130

120
110

100
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1997-98 2002-03 2007-08 2012-13 2017-18 2020-21 2022-23
Original Estimate

FRAE Forecast
Capital works projects ™ Block allocations expenditure

EXTRRE BIEIRR <« TR 5

Note 1 : Including the one-off grant of $21.6 billion provided to the West Kowloon Cultural District Authority
E 1 BEREAXCREEBIEHRII216ZT—IGIHK -

Note 2 : Including the one-off grant of $13 billion provided to the Hospital Authority

B 2 - BEREREEBEAIY130{ZT—IT KK -

Note 3 : Including the one-off grant of $10.3 billion to the Education Bureau on the Hostel Development Fund
S | BEREERES X RESREMITI0ZT—IGIHER

* The estimated capital works expenditure (CapWex) for 2020-21 is $74.0 billion. For
2019-20, the actual expenditure was $65.4 billion. The CapWex for 2020-21 has
increased substantially by about 48.6% when compared with 2010-11 ($49.8 billion). We
expect that the CapWex will stay at a high level in the coming few years.
CEDECFENEARTREALZMENT40ZTT 0 S E L EEE
RPN 65447C - B E /T FENARATEF LR -E—-ZF
— 4R (498127T) KiEHINZI48.6%  FHITASKETF » BATIEIT I =4t
R =K -

* The annual CapWex as a percentage of the total government expenditure is expected to
decrease from 16.5% in 2010-11 to about 10.1% in 2020-21.

BEEAATENTZHBFESXHNHSEHTcH E - E—FEH
16.5% ) & ~EF /" —FEL10.1% -

*  We estimate the annual expenditure of infrastructure investment will be over $100 billion
on average in the next few years.

AT AR R R R T EF R EE1,00025T -
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* The CWREF has a healthy balance of some $176.8 billion as of end March 2020. The
main revenue stream of the CWRF is land premium. Merits and readiness of
individual projects are the major considerations alongside with affordability in
deciding our capital works programme. If needed, the Government may transfer from
the general revenue to fund our public works programme.
CECEFHERAARTREMEESINE RN IN,768(ZTT o MU AR
R TR EES EEWARIE - DA H YR ME S e » PLKR
BUF Y ARERETTE A ERE AT MN EEZEERE - WHFTE » BUF
B M BURE— e WA T T K A 22 A AR AR (i i B e AT T35 -

* The trend growth —

B3
CapWex Nominal GDP CapWex
Financial ($billion) ($billion) (% of GDP)
year BEARTHEAS | SR EE BRI
A B (-+12.77) (-+1277) (FHE A A
ERYE D)
2010-11 49.8 1,776.3 2.8%
2020-21 74.0 2,911.2 2.5%
OE JFR T
Trend Growth (%)
BEHEK (%)
2010-11 -2020-21 4.0% p.a.
F1F4.0%
MREF period 7 HA 73 1l HA [&] 8.7% p.a.
(2020-21 - 2024-25) F1-8.7%




CAPITAL WORKS PROJECTS
EATETH )

Despite in times of economic downturn and in face of economic challenges, the '
Government is committed to investing in capital works projects, which isiconducive
to promoting Hong Kong’s social and economic development, enhancing our
competitiveness and improving people’s quality of life.
PARENZ5 MTREE - BURBNRERE B THEREFKE - DUKRER
BERKZERSNMUAE=mMREERE -

Apart from strategic infrastructure to improve transport links and develop new
growth areas, the capital works programme covers land and housing supply,
hospitals, education, environmental protection, cultural, sports and district projects.
Ry ARSRBoWMABRMBRIMXMHATHREMEZIMBEI  BEXRXLTE
MENTEEIMEEEHRN - Bt - 5 - MEFRF - b ABERMKXTEE

SImE - E oA
= o

Despite being hard hit by the COVID-19 epidemic, the Government will continue to improve people’s
well-being, including investment in capital works projects. The strategic infrastructure projects under way
include:
REWFHEFRE  BUNFSSERAERE BREFR > BFEERTEARATLEDHE L -
U IE AT HY SRS 1 A 1 ’e]%

1. West Kowloon Cultural District 7§ 1,3 {ETX

2. Kai Tak Development |28 % & 11 Xl

3. New Development Areas (Kwu Tung North and Fanling North and Hung Shui Kiu)

Wk e X (EUEIL Rk AG ~ FoKHr)
4. Development of Lok Ma Chau Loop 7% L ;i & X

Other projects with approved funding include HA 23R AV H &5 :

5. Land and housing supply - Site formation and infrastructure works for public housing
developments at Pok Fu Lam South, Site formation and infrastructure works for public housing
developments at Pik Wan Road, Yau Tong and Site formation and infrastructure works for
public housing development at Wang Chau, Yuen Long

Lo R BB — SEPRM R A E TR R & R T R R R TAR - S
HAERRE EEZI%‘?*)“&FEE&H&B&I& LUK TEBAREMN A E 5l EEZI%BF*Q&
bl TR

6. Health — Ten-year Hospital Development Plan including projects such as Expansion of United
Christian Hospital, Redevelopment of Kwai Chung Hospital, phases 2 and 3 and Hospital
Authority Supporting Services Centre
BE - TEEREETN - BRAEZHEERT B - SSRERERTEG
FEE=R) > PR GEheE B S Ak 55 0% T H

7. Education — primary and secondary schools and tertiary institutions projects, e.g. Campus
Expansion at Ho Man Tin Slope, Library extension and revitalisation and Partial redevelopment
and conversion of the Hong Kong Chinese Women's Club College at 2B, Tai Cheong Street, Sai
Wan Ho
A - NF - PERKRLER TR - FIAESHRB 2 TR - ERET B
B LAE > DARALTP9E AR S BE AT BT 2 a0 El o B RO TR

16



8.

10.

11.

Transport — Trunk Road T2 and Cha Kwo Ling Tunnel — Construction, Transport
infrastructure works for development at Diamond Hill and Widening of Castle Peak
Road — Castle Peak Bay

i - T2EFEE R RIS S — FE TR ~ ALl R XAz i Bl 15 i T
o DURFIARFULEES W T

Water Supplies - Design and construction for first stage of desalination plant at
Tseung Kwan O, In-situ reprovisioning of Sha Tin water treatment works (South
Works) — main works and Implementation of Water Intelligent Network

oK — MEREARIERT BBkt s - DK Rt EE TR
[7) — FITAE » DL R E M

Sports, recreational and cultural — e.g. Redevelopment of Kowloon Tsai Swimming
Pool Complex, District Library and Residential Care Home for the Elderly in the
Joint User Complex at Lei King Road and Water feature park and landscaped walk
at Diamond Hill

X~ BRIRKARE - Pl ERS Uk~ SRIESGE A XETE
Ferlsidy » AR CGAALLTEK A RO BRESRRE

Environmental protection — Yuen Long Effluent Polishing Plant — stage 1, Outlying
Islands sewerage, stage 2 — upgrading of Cheung Chau, sewage treatment and
disposal facilities and Upgrading of West Kowloon and Tsuen Wan sewerage —
phase 2

HGLORIP — JURHAKBH- SE1MEL » B 5/KIEER R 20 B — KINI57K
SRER AR E AR - PA R FURPE S RSB 5K R s AL — 56200
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TOTAL REVENUE GREW BY 104% FROM 1997-98 TO 2020-21
—NNE/NMNEZZZE  Z—FEEHUR AT 104%

$ billion
+{zt
650 619.8 . e
o | — 1~ 598 5504 Capital revenue JEZLEF UL A
Ty - )
550 | [ Land premium
i A
500 | 455.3 - D Other capital revenue
450 | axzy 2o 4509 LA - HAFEZEIRA
400 | Operating revenue 2&EUL A
358.4 - i
350 | 164 - Q [ Stamp duties (+158%
- ENFERL
300 | 281.2 . )
2471 Investment income (+206
250 | 233.0 : YA
207.3,
200 1756 QI Profits tax
: | ] | FllfSts
150 ¢ / Salaries tax (+
100 | J 1 i
Other operating revenue (+
50 ¢ E (Fees and Charges,
) \ . \ . \ . , \ . \ . \ , General Rates etc.)
1997-98 1999-002001-02 2003-04 2005-062007-08 2009-102011-122013-142015-16 2017-18 2018-192019-20 2020-21 HLfth S

(FTER ~ —fRZETTE)

Estimate
i3

* Profits tax has been our largest operating revenue. It varied from $37.7 billion (1999-2000) to
$166.6 billion (2018-19).
MBS BUF S KEV 2 EUXACKIR - SR -F 37712t (— UL ZEEEEE)
51,666{Z70(—E—/\/ —JLFE) Z[H] -

+ Salaries tax has been our second or third largest operating revenue. It varied from $24.8 billion
(1999-2000) to $60.8 billion (2017-18).
B S B = RAVEEWAKIR » JE - 248{Zt(— UL B EEER) S
6082 (- E—t /—/UFEE) Z[H -

+ Stamp duties varied from $7.5 billion (2002-03) to $95.2 billion (2017-18).
EIFERIUAS T FTSCe(CEE .  Z =) 59520 t(—EF—1 /— /\FEE) Z[H -

» Since 1 April 2007, we have adopted an arrangement whereby the rate of investment return is
pre-determined based on past returns. This has greatly reduced the volatility of the investment
income. The investment income varied from $178 million (2015-16) to $45.9 billion (2020-21
Estimate) (Note).

I EECEIUH O - ORI - IRIEE 8y e st EE 1 R B -
MR RIS WAL © L FWASTFLIZTe(CE T/ — ") 545927
EE i) 2 FEIGE) -

» As for capital revenue, land premium has been most volatile, fluctuating from $5.4 billion
(2003-04) to $164.8 billion (2017-18) in the period.
FETIRLEUWA > MR shieoR - FEXESHE] - U AFESHL T (CEE= E
VUEERE) 51,648(Z 0 (—E—t /— /) Z Al £7% -

Note: The investment incomes were relatively low in 2014-15 and 2015-16 because the investment incomes in respect
of the fiscal reserves of $27.5 billion and $45.2 billion respectively for these two years were set aside and retained
within the Exchange Fund for the Housing Reserve. It was relatively high in 2019-20 because it included a sum of
$21.2 billion which was brought back from the Housing Reserve. The Housing Reserve would be brought back to the
Government’s accounts over four years from 2019-20 to 2022-23.

& REWAESE - R R E I N R BT BISE PR B2 T
4522 TR BV BUR S IR U AFIEINC RN - (EA BREE S - RIAEZZE I “ZFEERE -
EHTITABN T ZEMERMEERRER212(TT - BREEEEaH -/ ZTFERE T /7=
RSy IR E BUF K E -
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VOLATILITY OF GOVERNMENT REVENUE
BURFW AR5

Annual rate of change %214 (%)

40 1 pisian T bubble SARS Ff;loball COVID-19
Qanea burst : iR pLancia epidemic
¥ S ety P 20197 4R A
Total Government ﬁﬁ?jﬂl stk BRI ﬁf?ﬁgm

30 1 Revenue

BURF A

20 4

Nominal GDP
4 SR AT A

-20 1

-30

91-92 92-93 93-94 94-95 95-96 96-97 97-98 98-99 99-00 00-01 01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 09-10 10-11 11-12 12-13-713-14 14-15 15-16 16-\7 17-18 18-19 1520 20-2

* Hong Kong is a small and open economy, and government revenue is sensitive to economic
fluctuations depending on the broader economic changes beyond government’s control.
T RN VLA - BUFILA 52 42 5T s soin - AT 2 E
HyLe T At > FFIRBURFRTRERZER -

* The volatility of our revenue poses challenges to the management of public finances.
Profits tax, salaries tax, stamp duties and land premium are expected to account for about
67% of the 2020-21 total government revenue.

WK ENATE > NI BB B A Rk - FSRL ~ FriEft ~ EITEBIURILOTIA
aHRNE ZETE ) A AEE BT EWARI67% o

20



REVENUE ESTIMATES FOR 2020-21
i N

Other Operating Revenue HAfl 427 A

$81.3B (14.2%) Stamp Dutles AITEE:

$75.0B (13.1%)

General Rates — 71}
$19.5B (3.4%)

Bets and Sweeps Tax {2 K R 2iR4
$22.2B (3.9%)

Investment Income 2 & WA
$57.0B (9.9%)

Other Capital Revenue HAthIE£2EU A
$8.7B (1.5%)

Land Premium Htffri A

$118.0B (20.6%) ~i—

$59.9B (10.5%)

Total government revenue E{jff A : $572.5B

$B=$billion |-{Z C

Profits Tax fi|&5-ff
$130.9B (22.9%)

The seven major revenue items are profits tax (22.9%), land premium (20.6%), stamp
duties (13.1%), salaries tax (10.5%), investment income (9.9%), bets and sweeps tax
(3.9%) and general rates (3.4%). Together they account for 84.3% of total government

revenuc.

T EZFWATIHE 73 B (22.9%) ~ HifTUA(20.6%) ~ EITER(13.1%) ~ 7
EEBI(10.5%) ~ fLTTUTA(9.9%) ~ TR RAZ 2R3 9%) I — = T1(3.4%) > &tk

FURF S A HY84.3% -

Other Capital Revenue of $8.7 billion includes —
HM IR EWAN8TIZIT » B EdE

» General Revenue Account: mainly includes recovery from Housing
Authority under current financial arrangement ($2.7 billion)
BUF AR E - EREREZHTM B Z N EEZE A=
B[RRI (27127T)

» Loan Fund: Loan Repayments
DI IR DK

» Capital Investment Fund: Dividends, Interest and Other Receipts
from Investments/Loans

PO TR R E BT DU R, ~ FIIE R A A

» Lotteries Fund: Mark Six Lottery
A S ANy 7

$3.8 billion

38{27T

$2.2 billion
22{Z7t

$1.1 billion
11zt

$1.3 billion
1327t
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SALARIES TAX #fi&Efi

2018/19 (Year of assessment 11 4E &)

Only 48% of working population were assessed as salaries taxpayers R7548% 1T {EA O #ITAH &5 408 A
Top 5% taxpayers bear more than 65% of salaries tax revenue 5% 447 A Z{ N85 65% F EFHIULA

Taxpaying population ZAf A %7 : 1,838,000

Annual income ($) No. of taxpayers % of total salaries tax* yield Average tax paymen
EFEUACT) MBiALH o Fr R s S AT B S ER IR

>2,000,000 54,000 (2.9%) 53.6% 630,390
1,000,001 to 2,000,000 132,000 (7.2%) 27.0% 130,250
700,001 to 1,000,000 167,000 (9.1%) [ | 11.8% 48,950
500,001 to 700,000 240,000 (13.1%) 6.0% 22,410
400,001 to 500,000 212,000 (11.5%) 1.4% 10,130
300,001 to 400,000 326,000 (17.7%) [ 0.2% 2,560
200,001 to 300,000 436,000 (23.8%) 0.0%

132,001% to 200,000 271,000 (14.7%) 0.0%

A Of the 3,860,000 working population, only 48% were assessed as salaries taxpayers. 73,860,000 T {F A1 - HE48%#; i F A #FERBANBLA =
* After the one-off 100% tax reduction up to $20,000 =i 74 % 100%F5 5 (LR 720,000 ¢ )5 i
# The basic allowance for individuals in the 2018/19 year of assessment is $132,000

2018/1 915 A (1)1 ALEA S B 401/ 132,000 7T

* In the year of assessment 2018-19, of the 3.86 million working population, only
about 1.84 million (48% ) were assessed as salaries taxpayers.
EE— /)= JLRBEE » REF386 5 TIFE AL » Y HHZ)184
J7 N (48%) W VE g BE BN A -

*  Of'the 1.84 million salaries taxpayers, only 641 000 taxpayers need to pay salaries
tax after the one-off 100% tax reduction up to $20,000.
184G i BB A tf > HAH641 000449 Bi A A St — Mot
100% 55K (_ R 920,000 ) FE T S M 20 e e A

*  Of the 1.84 million salaries taxpayers, the top 5% taxpayers (i.e. about 91,000
taxpayers) contributed 65% of the revenue from salaries tax.
TE184 5 A BBLAVEL AN 9V 2 HY5% (291,000 ) Fir 4 B9 i
T T BB AR 65% -
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2018/19 (Year of assessment iR fi )

PROFITS TAX F[&#:

Assessable profits ($) No. of corporations” % of total profits tax* yield Average tax payment
RAEBFE(T) INEIREA GRS BGES S AT BB St PR

>100M 1,100 (1.0%) 70.7% 90,703,540
>50M to 100M 900 (0.8%) 7.3% 11,554,050
>30M to 50M 1,100 (1.0%) 51% 6,300,600
>20M to 30M 1,300 (1.2%) 3.5% 3,917,790
>10M to 20M 3,300 (2.9%) 5.0% 2,203,700
>7.5M to 10M 1,800 (1.6%) 1.6% 1,297,890

Only 9% of registered corporations were assessed as profits taxpayers F49%;:fF. ST FIESFETEA
Top 5% taxpayers bear more than 89% of profits tax revenue 5% 44 A\ Z448H8 389 % F[{S Rl A

>5M to 7.5M 3,200 (2.8%) 2.0%
>3M to 5M 5500 (4.9%) 1.9%
>2M to 3M 6,000 (5.3%) 1.1%
>1M to 2M 12,600 (11.2%) 1.1%
>0.5M to 1M 13,700 (12.1%) 0.5%
110 0.5M 62,300 (55.2%) 0.2%

A Registered Corporations: 1,261,000, with 112,800 (9%) assessed as profits taxpayers ;3 fff /3 7] 5147 1,261,000 » H:1§1112,800 (9%) #% 1F- A £l {56
* After the one-off 100% tax reduction up to $20,000 i 7t s % 100%fd sk (_=FE #720,000 1 )H i

In the year of assessment 2018-19, of the 1.26 million registered corporations, only
about 112 800 (9% ) were assessed as profits taxpayers.

B\ —JLUEBEE » REF1267 M AE > B HEL112
800 (5 LA B M E19%) W 1T Ny FIS B H AL -

Of the 112 800 taxpaying corporations, only 71 600 corporations need to pay profits tax
after the one-off 100% tax reduction up to $20,000.

FE112 800FEMFA T B A > 71 6005+ fiit 2% B £ SR — KR
100% B8R (_E PR 920,000 70 ) FE it A0 20 A 5B -

About 89% of our profits tax is contributed by the top 5% taxpaying corporations (i.e.
about 5,600 corporations). About 1 148 000 registered companies (about 91% of the
total registered corporations) do not need to pay any profits tax.

AN Tk fix 25 B 5 %0 7 i 2 ] (£95,60052) BT 4504 B 5t 5K 5 BURF A B UL A 2989%

T ANFISBATEM AT 2951 148 0002 (LIERA T EE£991%) -
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Total government expenditure estimates

Housing % = (0.5%)

Infrastructure

RESOURCE ALLOCATION PRIORITIES IN 2020-21

TECE ) —FRERRECE RO

B R <7 ST Support measures
= 4
Community and f?ﬁl%)ﬁ
External Affairs

KR SSHNEES (3.5%) « Budget measures
Education . 2\ A
HE W°;;'a' (I EEZE) i
: % elfare
Economic {15.45%) 23 F] (15.7%)

2% (16.5%)
* Three rounds of Anti-

H il 1 Health 31 Environment Epidemic Fund measures
P a4%) and Food SRS
e wﬁ&ﬁ%

(9.9%) (5.4%)

Guiding Principles 35S [FE ]

* The focus of resources allocation is on "supporting enterprises, safeguarding jobs,
stimulating the economy and relieving people's burden". The Government is well
aware that financial resources alone are not enough to tackle the challenges we are
facing. However, making good use of fiscal reserves to support enterprises and
relieve people's hardship is certainly in line with our people's expectations towards
the Government under the current difficult environment.

FURECHVEE SRAE T L ~ PRI ~ RETT ~ PRIA L - BURBH B ZERI
HATYPkEY » RN BEEUR A e - HEAME - Srhl - FRRER - 2
HADRMER N - HERNBUFHYEIE -

In order to combat the epidemic and provide assistance to the public hard hit by the
epidemic and social distancing measures, the Government has launched a series of
support measures costing over $300 billion.

NI K SR =2 15 St AR B I s M T R At BUR EHEH —
K& 3,000 {ZTTHYLF IRIFEHE -
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BUDGET STRATEGIES FOR 2021-22 ’
- —CEEMBIEERR |

Fromota Invest for Enhance

eCconoimi our future pUD"C
development BEKR services

ZREE RRABAIRSS

w v

Fiscal Prudence Financial Stability

I Bt e Rl E

For the 2021-22 Budget, we will focus on the optimal use of resources to implement the
committed initiatives in an orderly and effective manner so that the public will see progressive
improvements in public services and social infrastructure.

CEC T UREEMEIEE o WIS ER SRR S ORIENI A g SN
RIFSZ o AL RERZEI ARSIt S#E HEET S -

In face of the challenging economic environment and to cope with COVID-19, and on the premise
of maintaining fiscal prudence and financial stability, the 2021-22 Budget will be prepared along
the direction of:

T S P W B 285 R85 RN NS 201 9Tt SRS B T 1 > A AR RF IV IR (R e 24 1P < R A Y A
AT BT R BINE R RIS R

» promote economic development;

(et LT e

» continue to support enterprises and safeguard jobs;

AREHE AR ~ PREGL

» improve people’s livelihood;

HEERAE

» enhance public services; and

TEFHEUTIRSS & K

» invest for our future.

TR -
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CONSOLIDATED ACCOUNT FROM 1997-98 TO 2020-21
—NNE/ NNEZEZE Z—FENSREIKE

Bill
$|‘flél%n 2019-20 2020-21 (Note =2)
850 850.0
750 ¢
650 609.

550 | 598.7 % 540.0

350
250 -

150 |

75.1 737 648 68.0

50 214 140 21.8

-50 | -7.8

633 6177401

-150
-250 |
=

-350 - -310.0

97-98 98-99 99-00 00-01 01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 09-10 10-11 11-12 12-13 13-14 14-15 15-16 16-17 17-18 18-19 19-20 20-21

M Consolidated surplus®te 1) £R& B AR —— Government revenue®™ote 1) EFFILA C£1)

— i 1)
" tote ) g Aozt Government expenditure (MNote 1) 7 fFFF 55
 Consolidated deficit! SERF @E;:samszsggm

Note 1: Including issuance/(repayment) of government bonds and notes.
1 BERT/ (BF) BRESREEORMA -

Note 2: The latest rough estimate.

E2 : BAERGEHE

» The HKSAR Government strives to achieve a fiscal balance over a period of
time. With limited financial resources, the Government must, by upholding
prudent fiscal policies, maintain its financial strength in order to meet both
known and unanticipated needs in the long run.

5 XU 1 oRAE— B TR N A U P » KR E - XA RIS E
BOR > BURF R THER > PREAT R TT > DA ERI A Z 75 -
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s[B(["Iﬂn No. of months 47
320 1 30
280 | 28 monthsj~/
240 |
160 | \s a AA 1489
120 fooe v ' {20
80
40 |
0 15
40 |
80 | 633 g7 ot ™ 12 months /|
420 | ) il ™
160 | 13 months “~H
200 | s
240 |
-280 | I
-320 - 31000 0
97-98 98-99 99-00 00-01 01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 09-10 10-11 11-12 12-13 13-14 14-15 15-16 16-17 17-18 18-19 19-20 20-21
&= Consolidated surplus Mo 1) 424742051 wmmm Consolidated deficit Mot 1) ¢ sfagiEn
edmFiscal reserves in terms of number of months of government expenditure e it & AR T-ETF FF 5209 F 5 T

Note 1: Includin,

FISCAL RESERVES [l i fif &

(in terms of number of months of government expenditure 84T EUFH 28 B £%)

government bonds and notes.

F1aERT/ ((““5 ) I)‘ZR'F%&EEB iﬁlﬁ

Including the expenditure under 2
round of the Anti-Epidemic Fund al

measures
SEE_RRE-LHENEE
HXE

* In 2019-20 and 2020-21 (the latest rough estimate including the expenditure under 2" and 3™ round of
the Anti-epidemic Fund and related measures), the fiscal reserves were equivalent to 23 and 12 months

of government expenditure, respectively.

—Ej =

FIENE —E %/

TR (R SR R SR = R U R AR SR B A

SCHEYEHTIHIS G R BB S - A S 23R 20 H VB Z -

Financial Year Fiscal Reserves Nominal GDP Fiscal Reserves in terms
R BRGSO of % of GDP
($ billion +{27T) | (8§ billion ++{Z7T) MBS T
A A EERY E 4rER
1997-98 457.5 1,373.1 33.3%
2019-20 1,160.3 2,865.7 40.5%
2020-21 850# 2911.2 29.2%

* From 1997-98 to 2020-21, the fiscal reserves in terms of number of months of government

expenditure are as follows —

-/ MNEZEE G HE - B S T BRI SZ ST

Financial Year [ US| 97-98 | 98-99 | 99-00 | 00-01 | 01-02 | 02-03 | 03-04 | 04-05
No. of months H#%{ 28 22 24 22 19 16 13 15
(highest) (lowest)
1= ERa[aY

Financial Year [ E{AE | 05-06 | 06-07 | 07-08 | 08-09 | 09-10 | 10-11 | 11-12 | 12-13
No. of months H % 16 20 25 19 22 24 22 23
Financial Year [V UAFE | 13-14 | 14-15 | 15-16 | 16-17 | 17-18 | 18-19 | 19-20 | 20-21
No. of months H#%{ 21 25 23 25 28 26 23 12#

# The latest rough estimate gz fHES (&

We have achieved budget surpluses for 17 years from 1997-98 to 2018-19. But budget deficits had
beset us for six years in 1998-99, 2000-01 to 2003-04 and 2019-20, and the drain on the fiscal

reserves was substantial.

—JULE NN EZT—) IR AT TR AR -

N _BEE/E R

BT » SIBUk A RNEE -

=/ ENE R E—

oE > UL TL
U/ B WAL T NI
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\
ANTI-EPIDEMIC FUND (AEF) [&EHiE e

Firstround Z5—#

= T4

« February 2020: $30 billion

— s — s/ — . nNN/7
—=_=%__H 3004t

» 24 measures to enhance our capa

combating enidemic and nrovide assis

\J\llllll\‘tlllt’ \Irll\‘\Jllll\J Al T4 rll\J Vi Ui

to the public hard hit by the epidemic

1t 24575 1 DABR AT N 3 2 e IR T
k528 HIRE ST » LR IR X 5 2 QI A AR
& PIE €5 \

BERWHTRERR

In February 2020, the Government set up a 30 billion Anti-Epidemic Fund (AEF) to
implement 24 measures to enhance our capability in combating epidemic and provide
assistance or relief to enterprises and members of the public hard hit by the epidemic or
affected by anti-epidemic measures.

TEIEFETH > BURFEIL T 30012 TR AR o HEHH 2430 AR TR AT TR
XPET R IR B EAVAE ST > DAR R 23X R 17 B Ol Bz B e a8 s iy £l K
i ek ghedzny -
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AEF AND RELATED MEASURES [ 54 RARS )

Second round & 5
« April 2020: an injection of $120.5 billion to AEF
TETEENA ¢ NPEbUREREEIEH1,205(27T

Plus related measures amounting to $17 billion, mainly on implementing a six-mo
unemployment support scheme under the Comprehensive Social Security Assistance Sche
enhancing the SME Financing Guarantee Scheme, etc.

b EENTOZTTHIME SRS - E R AL St S RERBITH R T TV 16 H B9 RMESRs
R~ et TR BRI F

« The above initiatives help to preserve employment, provide extra relief to hard-hit sectors &
pave the way for post-pandemic economy recovery

DL EHEHEA BRI - 9 Z B E G TR B NSIRY - DU B S 42T E 750V [

These initiatives in the second round of AEF aim to preserve employment and assist the
self-employed (including the $80 billion Employment Support Scheme), provide extra relief
to those sectors hard hit by the pandemic and pave the way for post-pandemic economic

recovery.
Bt R e rvHE i B B IRl s B B B e AL (B1FE8001Z7THY T IRl |
T N2 EE IR TSR AN Sy - LU IR a4 5T E R BR ] -

Other related measures include implementing a six-month unemployment support scheme
under the Comprehensive Social Security Assistance Scheme ($3.5 billion), enhancing the
SME Financing Guarantee Scheme ($11.7 billion), providing rental and fee concessions for
government premises ($1.3 billion), etc.

FAth R S8 i B0 38 DA r &t E = IRIEER B I N HEFT VA6 H ARl S 5 4] (35@
56) ~ AL TN R AR, (17(2.58) R S B R 4 R PR (1312, 78) %
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AEF AND RELATED MEASURES [ s 54 RSN
Thirdround £ =%¢

+ September 2020: an injection of $5.4 billion to AEF
SBOBENA L AR VLT

 Plus related measures amounting to $18.6 billion, mainly on
procuring and administrating vaccines against COVID-19,
providing rental concessions, waivers of fees and charges and
enhanced rates, etc.
IS E186{ZTTHIAH ST - £ F SR AL 57720195
KR BRIV DU BERH B TR ~ URBR T el — 2 22 1m TR

« The above measures help to enhance the capability in
combating the epidemic, and provide targeted relief to
individuals and businesses hard hit by the epidemic and
directly affected by the Government’s anti-epidemic and social
distancing measures
DA E$EHE A Bh IR P HUERE S » N2 E O R BB Z BN &
TR U At 3 BE B FE sz el iy i ER AN Tl 27 PR

The measures the third round of AEF aims to enhance the capability in combating the
epidemic, and provide targeted relief to individuals and businesses hard hit by the epidemic
and directly affected by the Government’s anti-epidemic and social distancing measures
P B g = RV IE it H A2 e AT DU RE T - HHE P RS - W20
T B Ol K B RE2 BUR 2 T AU A A B B RS s M iy v BRI Tl

As at 30 October 2020, over $117 billion of subsidies have been disbursed by the AEEF,
benefitting over 4.6 million persons and around 480 000 applications from enterprises or
businesses.

BECECEFTH=TH EIEESCERET 1,170 {ZTaysil) - E B
460 /7 N FATA8 /-l Bps - S HEsC Y I -

Other related measures include procuring and administrating vaccines against COVID-19
($8.4 billion), providing rental concessions, waivers of fees and charges and enhanced rates
($3.5 billion), additional subvention to Hospital Authority to combat the winter surge or the
next wave of epidemic ($3 billion), etc.

EAt AR ST it B R AL S FI520 1 OTeE TR o B ps 2 e DA B AR (HAH 2 B Ri(84427T)
Bt T AL — 2 MBS TT) ~ P R EE AR AR S E = e
—REEGoZIT) % -
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FACING THE CHALLENGE R Y{#k&5%

China-US relation and geopolitical tensions

FER L NGBS
Long-term £-HA

Short to medium-term %5 1 Hf

* Invest for long term development

» Effective control of COVID-19 NI, o v
5 P B P e A NER KRR

+ Aging Population
AOZAE

 Government revenue constraints

BUF WA R

The Government has a constitutional responsibility to uphold the principle of fiscal prudence and
achieve a fiscal balance over a period of time. In the long run, the Government's target is to maintain
adequate reserves.

BAARHFREFEEY - £ —RABRNEBBTES - KEM= - BIRNBR2ERREHEE -

Short to medium-term challenge %5 FHHAHk S

*  The Government will continue to closely monitor the development of the epidemic and spare no
effort in its anti-epidemic work.

BN =M Fm U B B AR - 331kt -

Long-term challenges -E-Hi$k bk

Invest for the long-term development of Hong Kong N &E B K & BIEREF

* We need to capitalise on the opportunities brought by the Belt & Road Initiative and the
development of the Guangdong-Hong Kong-Macao Greater Bay Area, with the aim of creating
new growth areas for our economy and opening up more markets for Hong Kong’s enterprises and
professional services.

BATREEE " ——i& B UCHERRE A RN - AE BT R
N AL I A 5 70 BE R i

* The development of innovation and technology can lead to new industries and create wealth,
provide more employment for young people and improve people’s daily lives.

K IEAIREE T BT e QSN E - N EFEAR LT - St RATE -
Ageing Population A [131k

* An ageing population will significantly increase the demand for in-patient services and
ageing-in-place services.

=l b SRR IO R S B R LRSS HIRE K -

* Hong Kong’s public healthcare system is under enormous pressure due to an ageing population and
the increasing prevalence of chronic and complex diseases.

AT AL~ EME SRR HESE - SEAEET RS IERZERNETT -



Government Revenue Constraints BT ARTBkLR

Hong Kong is an open economy with a relatively narrow tax base, and government
revenue is easily affected by economic conditions. Most of the Government’s revenue
arises from profits tax, land premium, stamp duty and salaries tax. In time of economic
downturn, the Government's tax receipts and land premium will be seriously affected.
BRI RV L TR - BIEINEIRZE - BUNIIA B ZZ LGB I » BUFK
EOTUL AR E ISR ~ SEHUTA ~ ENTERE R Rt » 1 E22%F T - BURFHIBLIUL
SR AT Z R 25200 o

The Government strives to achieve a fiscal balance, not only by seeking new revenue
sources and containing expenditure growth, but also by optimising the use of the fiscal
reserves. In light of the current economic outlook, the Government has limited room for
any drastic increase in expenditure.

R AR Py - AMEZIFRE TR - B EE RS - I HATE4
TR - BURFARMESE IIH 2y 22 R+ A TR -

We may have to consider seeking new revenue sources or revising tax rates.

HA TR ST I UL AR B R R

We also have to fulfil international tax obligations to ensure compliance of tax regimes.
BA TR BT EIFRR S DU - (R ST S EPrR AN -
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We welcome your views
WAREEN e

13t .\.,fg-.,: -

e

~ Thank you! i}
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