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2022 ECONOMIC INDICATORS
.

Real GDP growth Q1-Q3 H=%F -3.3%
At A ERETEEN &

Q3 H/==F -4.5%

Unemployment rate Aug — Oct \Z2+H 3.8%

Underlying composite consumer Jan - Oct —&1+H 1.7%
pﬂceinﬂaﬂon

GrHEYIEBRE Oct +H 1.7%

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

BRAFERS - LSRR TEEZT EHLLEAVEE) -

 Hit by the fifth wave of the local epidemic, the Hong Kong economy deteriorated markedly in the
first quarter of 2022. There was some improvement in the second quarter alongside the revival in
domestic activities, but the economy contracted sharply by 4.5% in the third quarter amid the
worsened external environment and tightened financial conditions. For the first three quarters as a
whole, the economy contracted by 3.3%.
ZARME TSI 8 - FERLORE T S RIS - dOR RIS FEE
KHIEENRAE A AT - BAEINEBRE AL BRI T » 56 =B AR 4iE4.5% -
B =R aat8OBIL4E3.3% -

» After the deterioration in early 2022, the labour market improved gradually. The seasonally
adjusted unemployment rate declined from the high level of 5.4% in February — April 2022 to
3.8% in August — October.

7 LG EEPEERETUE - EFEHMERBINRERH - E__FE - F WA N
4%mﬁZlEl %% % AHI3.8% -

* Overall inflation remained generally moderate. The underlying composite consumer price
inﬂation rate averaged 1.7% for the first ten months of 2022.
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THE HONG KONG ECONOMY SHOWED A WIDENED YEAR-ON-YEAR
CONTRACTION IN THE THIRD QUARTER OF 2022

BEEEE_T__FR=FRFIHERERX
Gross Domestic Product
(year-on-year rate of change in real terms)
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10-year trend
growth 1.6%
TEEEERL%
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* The Hong Kong economy showed a widened year-on-year contraction of 4.5% in the third quarter
0f2022. On a seasonally adjusted quarter-to-quarter comparison, real GDP decreased by 2.6%.
BB B RS =R FEEREER R 5% o LR FEREE TR
BHEAH A L E T BR2.6% -

* The worsened external environment and continued disruptions to cross-boundary land cargo flows

dealt a serious blow to Hong Kong’s exports in the third quarter. Total exports of goods
plummeted by 15.6% year-on-year in real terms in the third quarter of 2022. Meanwhile, exports
of services turned to a 3.8% decline in real terms, as cross-border financial and fund-raising
activities weakened. Travel services surged thanks to the relaxation of testing and quarantine
arrangement for visitors, but remained far below the pre-pandemic level.
MBI TE (L o A _F B B B SR AR R I o R = R LB R T
B . RO % ggfﬁkkﬁéﬁtfﬁamjﬁﬁﬁiw 6% ° BHIL[EIRT > BN ES B
mﬂ&%%é%ﬂﬁ% E&?‘zﬁﬁmrﬂ@%””’;?ﬁﬁw 8% o 2 FUR U 5L ¥ ik 25 Y A 1 AT
i 2 Bk - i 20 Ak 5 e L ORI 2 R o (B Y FBWJ@?

* Domestically, local consumption was supported by the generally stable epidemic situation,
improved labour market conditions and the disbursement of consumption vouchers in August,
though the positive effects were partly offset by tightened financial conditions and the
consequential weak asset market performance. Private consumption expenditure was virtually
unchanged in real terms from a year earlier in the third quarter of 2022, but continued to increase
on a seasonally adjusted quarter-to-quarter basis. Yet, overall investment expenditure saw a
widened fall of 14.3% in real terms from a year earlier amid the deteriorated economic outlook and
higher borrowing costs.

ARHCG I > EEREEFRE ~ F T HSERNSMBFE/\HRBUSEZ > A
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LABOUR MARKET CONTINUED TO IMPROVE
%5 L hiniElRl =S
Seasonally adjusted unemployment rate
(three months ending)

LZEAEFBERER
E=ERHI=ERHE)

©0

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Oct 105

6

* The labour market continued to improve lately. The seasonally adjusted unemployment rate fell
from 4.7% in the second quarter to 3.8% in August — October. The near-term labour market
outlook will depend on the extent of further revival of domestic economic activities.

T H125 T i S 3% - SR M SR 1 2 B ph 3 A 4.7% TRk \E A
3.8% - %Iﬁi%%ﬂ,ﬁﬂﬁu&%{’%ﬁﬂziiﬁm PGS EHE— SRR -

* Comparing with the second quarter, the latest unemployment rates of most major sectors decreased,
particularly those of the decoration, repair and maintenance for buildings sector, the food and
beverage service activities sector, and the arts, entertainment and recreation sector.
@kkgiﬁaﬁ’]%ﬁtﬁ  KER T EEA %E’J?%EE%%KVJ%TE% T H 28 P e
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UNDERLYING CONSUMER PRICE INFLATION
WAS MODERATE IN OVERALL TERMS
BXHEYMAEERER LR
Composite Consumer Price Index (CCPI)
(year-on-year rate of change)
e HEYIERE
O (% AL BT
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Private housing rentals (Underlying CCPI)
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* Underlying consumer price inflation remained moderate in overall terms in recent months. The

underlying Composite Consumer Price Index (CCPI) increased by 1.7% year-on-year in October.
The year-on-year increase in food prices showed some moderation, though remained relatively fast.
Prices of clothing and footwear continued to increase visibly, and prices of energy-related items
rose sharply. But price pressures on other major components remained broadly in check. The
underlying CCPI rose by 1.8% year-on-year in July — October, similar to the 1.7% increase in the
second quarter, averaging 1.7% in the first ten months of 2022.
BEAHEYEERAT ARE REEFORM - FAERARGEHEYEIEEET =T
1.7% - @& & m @A E BT 20 SRl - BRI A s - RIEE&S 85
SR EE TR - BLe JEAH B 2E H (B A& R0 BT o A 38 EL A SE4H I H K <2 B (B 1% BR
T RRECZIE - ARG EHEVERBECE T HEF LIF1.8% > JHEBE —F
1.7%AE%E - i —EFEHEH T RE1.8% -




FORECASTS FOR 2022
AS ANNOUNCED IN NOVEMBER 2022

R T HF+—ARABM —EF__FERERA

Real GDP growth o
A P R S
Consumer price inflation
JHEY)E R
Underlying Z:AS 1.8%
Headline %245 1.9%
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» Looking forward, the markedly deteriorating external environment will continue to pose immense

pressure on Hong Kong’s export performance. Nonetheless, the relaxed testing and quarantine
arrangements for incoming visitors will provide some support to exports of services. Domestically,
while improved employment situation and the disbursement of consumption vouchers will
continue to support consumption demand in the near term, tightened financial conditions and the
consequential weak asset prices will partly offset the positive effects. As long as the epidemic
situation remains stable and under control, economic activities should revive gradually.
EE R > %%%%ﬁ%%fbﬂ%é@éﬁ%ﬁ%ﬁ@ﬁ R RKE KRBT - ANl BUS
B AT R 5 2B AR A B A R A e o o B AR S e L AR — SRS B E AR
Eﬁéﬁ/ﬁgf‘é’%ﬁiT’%‘EHEWZI%Z;i%‘/ﬁ%' TE Tﬁééﬁéﬁkﬂqi%fé\ééﬁf%%
BARFER o iR B i L R s & - REEERERE RSB ERE BRI AE

 Taking into account the actual outturn in the first three quarters of 2022 and the subdued short-
term outlook, the Government’s latest real GDP growth forecast for 2022 as a whole is -3.2%.
FRI _ECTTFEH=FNERET - DIREHRIR R E - BUFE SE TR ER
R S P R T -3.2% -

* On prices, it is expected that import prices will continue to rise notably amid high inflation in
many major economies, but the largely mild domestic cost pressures should help keep overall
inflation moderate in the near term. The Government’s forecast rate of underlying consumer price
inflation for 2022 as a whole is 1.8%.

VIEJTHE - EFS EELFREES® N BEOERERSEEEE LT BEARH
RCAS R TR BUEE G » FE R HAN JEA BB AR B A8 EORFORT » BURFE 2 " " FEFN
BRI E AR T £ 1.8%




ECONOMIC OUTLOOK IS SUBJECT TO
A HOST OF EXTERNAL AND DOMESTIC FACTORS

HENRRTFS EIERAEEFE

Geopolitical tensions

WEBUEEREHE

High inflation and tight monetary policy in advanced economies
SRR S AR RENEEEER

Weak global demand
BT RET

Mainland’s economic revival
P & R 1S

Epidemic situation and related restrictive measures

1% R AR REPR T i

Geopolitical tensions, including China-US relations, warrant attention.

EZEUEEREE (R T SR AR ESRE -

The market expects that inflation in major advanced economies would remain elevated for some
time, and the respective central banks thus need to continue tightening their monetary policies,
which will further tighten financial conditions and dampen global demand.

T35 THHA - 225 i ARG I AR AT — PR R N 4R = 4 BT IR A R EERNER S
TEEOR > S ERMNITE—DUNER > BRIERERFEK -

Global economic growth momentum is expected to continue to weaken, putting immense pressure
on Hong Kong’s export performance.

BRERLOR RE IR EERGT - B EBN L IR K E KRBT -

Given the strong fundamentals and the support from the various Government measures, the
Mainland economy should continue to revive.

Pt EOR A R AT > 11 EBUF S ISR TEAVED) - EEEEKE -

As long as the epidemic situation remains stable and under control, and related social restrictive
measures are gradually relaxed in an orderly manner under proper management of risks, economic
activities will gradually regain momentum and the society will gradually move towards normalcy.
HEE SRR E 2% MBI IR B f A e v 72 N 2P BRI - S S8R &R
MAEEN ST > g E S EREE -




Expenditure
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TOTAL GOVERNMENT EXPENDITURE GREW BY 315%
FROM 1997-98 TO 2022-23

—ANE/NNEZEZFZZ/ Z_=FE BT8R ZBNM315%

1997- 1999- 2001- 2003- 2005- 2007- 2009- 2011- 2013- 2015- 2017- 2018- 2019- 2020- 2021- 2022-
98 00 02 04 06 08 10 12 14 16 18 19 20 21 22 23

Estimate

LS

| Capital works expenditure
EA TR (+227%)

[l Recurrent expenditure
LER (¥277%)

[ Other expenditure
EAFZ (+730%)

(mainly including non-recurrent
expenditure)

(E=EEFREERD)
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» Total government expenditure per 2022-23 Estimates is $807.3 billion, representing an increase
of $114 billion, or 16.4%, against 2021-22, mainly due to the increase in recurrent and non-
recurrent expenditure of $70.3 billion and $22.3 billion respectively. It has grown by 315%
when compared with 1997-98 —

B FEHEBT R B80T T R

— =

L1TARIT(E16.4%) » L5 iR &8 B 52 R IR AEH B S 2 96 0 17703 & 223 {8 T -
Bl — At T VEFEEEE - HE1315% ¢

Capital works
expenditure

FEAR TR 2

Recurrent
expenditure

& B 2

Total government
expenditure

BUF4RBESZ

2022-23 Estimate compared
with 2021-22
SEC T EEETEE
22 B St Y | 4
b #g

+9.1%

+14.2%

+16.4%

2022-23 Estimate compared
with 1997-98
BT ST
BNt/ T EE
Ebi

+227%

+277%

+315%
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RECURRENT GOVERNMENT EXPENDITURE GREW BY 36%
FROM 2017-18 TO 2021-22
(2022-23 ESTIMATE OVER 2021-22 BY 14%)
en Bt/ —N\E_ZE_—/__SFEHMFEERZIBIMN36%
i (T /-=HEENR-E=— /" FE14%)

600

563.5 B Social welfare

HrERA] (+48.7%)
0 Health &4 (+57.0%)

550 |
500 |
450 |
400
350 | 8 Education & (+21.2%)
300 f

250 | B Security {2 (+26.2%)

g0 | RS

B Others HAfr (+32.1%)
(Infrastructure, Economic,
Environment and Food, Support,
etc)

150 |

100 |

sr gz

50 | &
fize 5&‘?‘% §§EJJH§T§§)

2017-18 2018-19 2019-20 2020-21 2021-22 2022-23
Estimate

FBE
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* Recurrent government expenditure per 2022-23 Estimates is $563.5 billion, representing an
increase of $70.3 billion (or 14.3%) over 2021-22. It has been growing steadily since 2017-18 at a
trend rate of 9.3%. The increase in recurrent expenditure reflects the Government’s long-term
commitment n improving people s livelihood.

— ::/::fﬁfﬂﬁ?ﬁ LACE B SCES,635f8 T B E T — S I NT03
TT(14.3%) - @ ~F —1 /— JE AL + BUFAE B b0 3% i 3 b (2 R 8

& Bt - @ﬁ'&ﬁiﬁ@ifﬁ%)i@%ﬂ(ﬁ?fﬁﬁ(%%étﬁﬁﬂ@%%ﬁ% °

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

LA~ RIEREE U7 YL B SR I

2022-23 Estimate compared 2021-22 compared
with 2021-22 with 2017-18
B SEEHE <_;_~/::$F
e e SE—L ) —
L L
> Social welfare 1 & %& £ +15.2% +48.7%
* Comprehensive Social Security +12.0% +42.2%
Assistance Scheme/ Social
Security Allowance Scheme
GEath g orlE R B at 81/ 4
A8 F < 51 &
* Other welfare expenditure +20.3% +60.7%
HoAth 1 A1 B =2
> Health &4 +30.0% +57.0%
> Education Z{ & +4.9% +21.2%
Total recurrent expenditure +14.3% +36.3%

REEH B



RECURRENT GOVERNMENT EXPENDITURE ESTIMATES FOR 2022-23
—E_ T/ _=HFEBRREERXEAR

140.0

1279 B
(22.7%)

118 B
’
20.0 (19.8%)

1019 B
(18.1%)
100.0 Oier Welfgre
penditufe
HitEF)
800 44.38 (7.8%) 724 B

(12.8%)

60.0

3368
40.0
(6.0%) 2358

o1 w5 1
K (“ 2%) 17.08 16.6 B
20.0 (3 0%) (3.0%)
l 078
0.1%)
0.0

Health Social Welfare Education Support Security Infrastructure  Environment and Economic Community and Housing
L= H&Ef #E ERBUARTS [ E¥ER  Food IBRREY &n External Affairs BE
HERHIBERE

Recurrent government expenditure E{fF&XE B % : $563.5B
(69.8% of total government expenditure of $807.3 billion {& ¥ fFEd X &8%H8,073{&AY69.8%)

$B = $billion +-f&T
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Based on the 2022-23 Estimates of Expenditure, the spending on Health (22.7%), Social Welfare
(19.8%) and Education (18.1%) together accounts for about 60% of recurrent government
expenditure.

R T/ =FEHEZHE  #EQ2.7%) ~ ttFwEA(19.8%) KAF
(18.1%) RIS » & $ELI06 B RFAE 36 B S 4 A9 60% ©

Despite facing the 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 in combating the COVID-19. To date, the Government has launched six
rounds of measures under the Anti-epidemic Fund as well as the various counter-cyclical
measures announced in the 2020-21, 2021-22 and 2022-23 Budget.
{%mﬁ%%ﬁ/ﬁ? » R IEE20196 N SR I TS - BUR B RIS 0B 3 - 32522
R RREEGRD - £5 0 BUFCHES NP e - 52020-
21 2021-22 F¢2022-2 34 5 A B TH 5 2 1Y 2% R B e

To ensure fiscal sustainability, the Government has implemented the Expenditure Reduction
Programme to trim down the 2022-23 recurrent expenditure resource allocation by 1%,
amounting to about $3.7 billion per annum.
FEOR ALY ] R - BURFCE R - {8 - E = T =RV B SR
Ik E 2 — A EIELI3TETT -
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Apart from the said expenditure reduction programme, the Government has
maintained zero growth in the civil service establishment.

PR LAt S5 BUNFEHERF A BdRHIZHE R -

We realise that the key to maintaining sustainable public finances in the long-run is
to follow the principle of keeping expenditure within the limits of revenue and
ensure that the growth in expenditure is commensurate with economic growth.

MG - EIEEARHAYF A R AR SR ETBE RAAERE - SRFREN
LT BT S R E i
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INVESTMENTS IN CAPITAL WORKS
BEXIRERE

$ Billion
+{ET

R From 1 2012-13 From [ 2017-18 From [ 2022-23
160 rend growth 1§81 % to 201617 to 3 2021-22 to % 2026-27

150
140 i
130 i
120

110

1

1

100 ! (Note2) !

90 T GE2) 1 (Note3d) $84.18
1
1
1

7.9% p.a. (84F) -24% pa. (%) 6.9% p.a. (54F)

2022-23
Original Estimate
RARE

20 (E3)
70 A1
60
(Note 1)
50 GE1)
40 -
30 1
20
10 A
o - T v v v T v T v r T T T r r T r v r T T T T v
1997-98 2002-03 2007-08 2012-13 2017-18 2022-23

Capital works projects i ;;fd.f'e "
EFTIEE i

Note 1: Includingthe one-off grant of $21.6 billion provldedtothe West Kowloon Cultural District Authority
i1 BRATRAGRER DR #2166 T—RIBEDR -

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

i 2 BRI ERERFHRHEE 130T —RBERR -

Note 3 : Includingthe one-off grant of $10.3 billion to the Education Bureau onthe Hostel DevelopmentFund
i3 BEASFRESRRES R 1038 T —IORIE: -
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» The original estimates of capital works expenditure (CapWex) for 2022-23 is $84.1 billion.
The CapWex for 2022-23 has increased substantially by about 35.0% when compared with
2012 13 ($62.4 billion).

SR =R ENEAR TR X HE RS4RI NE T =
RN A TR2B S — = =FE (62487t ) RIEMEA1£Y35.0% -

* We expect that the annual capital works expenditure will exceed $100 billion in the coming
years. This is mainly due to a record-high $217B worth of works-related projects approved
in the 2020-21 legislative session; as well as the Government's commitments for various
major programmes such as the hospital development plan etc. with forecast expenditure to
build up in the coming years.

AR RACEHE BT ZE A T X FF R 1,000 ot - ERFRELE

2020-21 3 7ASEE > IAS At AE T AR S H & HY2,170 (EoCHy TREAHREE AT E]

BEA > BURF IR R HE e e 20 3 £ SRR TR 5T &) - Blaned be s st #1% - Rtk
(M TEHIAE AR AR A Y B AR TREBA L B R 2 0 B i
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* The CWRF has a healthy balance of some $193.8 billion as of end March 2022. 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, with LegCo’s approval, transfer
from the general revenue to fund our public works programme.
CECCHFHAREARATRRGEEHE SIS ERL K 1,938(5 0T - HEWAZ
BAR TG A Y EZUL A - (8 513H H AV s s A i sd - DL
JFHYARERETE A EEARATREAEHNFEEZTERE - WAFE - EERFIL
A HEAETR o BUR A BURF — AU A OHE 2R A TR A& e T T

BatEl -

* (CapWex as a percentage of GDP —
BT RE B SR E A A= EE AR E AV 5 70 bl

CapWex Nominal GDP CapWex
Financial year ($billion) ($billion) (% of GDP)
BT FARTRERAS. | AEAH A ERE B TRERASZ
QR (-+{E71) (FEE A A A E
HIE 77 LD)
2012-13 62.4 2,037.1 3.1%
2017-18 83.8 2,659.6 3.2%
2022-23 84.1 2,997.5 2.8%
OE [F2KTHE

* The trend growth {8 &4 £

Trend Growth (%)
WA R (%)

2012-13 to 2016-17 7.9% p.a.
FET.9%

2017-18 to 2021-22 -2.1% p.a.
F-2.1%

MREF period H Hf 78 HI HA 5] 6.9% p.a.
(2022-23 to 2026-27) F1F.6.9%




CAPITAL WORKS PROJECTS
BXTEIRE

+ The Government is committed to investing in capital works projects, which is
conducive to promoting Hong Kong'’s social and economic development, enhancing
our competitiveness and improving peoples quality of life.

E%ﬁ%ﬁ& EEE  AUNHEREEBEEE  UEKEATEARERZFINIETRE
BE

The capital works programme covers transport infrastructure, land and housing
supply, hospitals, education, cultural, sports and district projects.

2A TR AETBEHER - LHREEME - Bl - 55 - b BER
e TEEFEHEE -

S

g o
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Despite the economy outlook is not encouraging, the Government will continue to improve people’s well-
being, including investment in capital works projects. The strategic infrastructure projects under way include:
i E S A SORETRE > BN EEERE B LETRAK > BERENREATEEE L -
HIE T By SRS MR R TR H A

1.
2.
3.

West Kowloon Cultural District 75 J1 X b &

Kai Tak Development F&{ 2% fz2 51 &l

New Development Areas (Kwu Tung North and Fanling North and Hung Shui Kiu)
WragfE e (HOR AL Rk s dL - BEKAE)

Other projects with approved funding include At 2R AYIE H HFE -

4.

Land and housing supply — Yuen Long South development - stage 2A works - site formation and

engineering infrastructure and stages 2B and 3 works - detailed design and site investigation, Yuen Long

South development - stage 1 works and Site formation and infrastructure works for public housing

development at Area 48, Fanling

T R R AL E TR S - IR TR — TP RN AR BRI R R L RS
=PEEE TR — FRdlisest M T E R > ST R - BT TR LX&V‘L“PWSE/\“

J5 2 5 FEE B TP 8 R Bt it T AR

Health — Redevelopment of Prince of Wales Hospital, phase 2 (stage 1) — main works, Redevelopment

of Grantham Hospital, phase 1 — main works and Redevelopment of Our Lady of Maryknoll Hospital —

main works

ﬁﬂi BRI TR b E AT E S ] (B B — FETRE - S8 B IiERsE
—W - FETE > DRESEREEE - FETRE

Education — primary school projects, e.g. Two special schools at Renfrew Road, Kowloon Tong and A
30-classroom primary school and a 6-classroom kindergarten at Site E-1, Development of Anderson
Road Quarry Site, Sai Kung

#E - NREIRE - Pl REER R E 2P R RER > LR E % 7 o B 5 ) 3 5% e
(Gt E-1) 1frae A 30fE 3R = WY/ NEE R 1 F s A 6 s = 1Y 4 HE [
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7. Transport — Retrofitting of Noise Barriers on Po Lam Road North (near King Ming Court),

Footbridge near MTR Kowloon Bay Station Exit A and Improvement works at Yung Shue
Wan Public Pier

AL BRGS0 IR & Frbs TR ~ ARSI BB IR A AT A RAG -
IVOS& iy VAR =

Sports, recreational and cultural — e.g. District open space, sports centre and public vehicle
park at Sze Mei Street, Redevelopment of Yuen Long Stadium — Main Works and
Construction of Yau Ma Tei Theatre Phase 2

I~ BEEREEE - P usEtstE s - lBEE R ARIEEY - EEITHM
RIS — FETAE > DAROHREEE s RS TR

Drainage improvement works — Drainage improvement works in Tsim Sha Tsui, Drainage
improvement works in Kwun Tong and Drainage improvement in Southern Hong Kong
Island

PFRKERI A 80— RIDIH /K HR I AR 8 TAR ~ BB/ KER A s TR
DA R 78 B e B PR /K BRI S Sz
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TOTAL REVENUE GREW BY 155% FROM 1997-98 TO 2022-23

billi — — S— — — 0
s o ANE/NNE-B== /- =EEMBAEN155%
750 715.9
700 | 6936_r— Capital revenue FELZZUTA
650 + 619.8 [ Land premium (+92%)
600 g 3209 P= 5 {BUSA.
| - — Other capital revenue  (+173%)
:gg _ Y= Rt Ty
450 | R | [ Operating revenue &z A
-
400 + Bk / 2 stamp duties (+288%)
350 N384 — L1 ERTERR
300 | 2812 - [ | Inv_estment income (+423%)
st | 2330 2471 EEUWA
568 2073 B Profits tax (+203%)
r 175-6 FI5H
150 ¢ B salaries tax (+141%)
100 + FrER
50 | [L] Other operating revenue (+67%)

(Fees and Charges,

General Rates etc.)
1997-98 1999-00 2001-02 2003-04 2005-06 2007-08 2009-10 2011-12 2013-14 2015-16 2017-18 2019-202021-22 2022-23 HAfam

Estimate (gr‘al&g}&&ﬁﬁ§ﬁﬁlg)
H

Note: If the amounts brought back / to be brought back from the Housing Reserve and the cumulative investment return of the Future Fund are discounted, total revenue will be reduced as follows.

& WHIRE, -/ IREFE R E 2 BANE S T G S TREEE  BEAMTHPT ¢

(3 billion ) 2019-20 2020-21 2021-22 2022-23 Estimate
Amounts brought back from Housing Reserve Egﬁﬁéﬁmﬁﬁ 212 220 231 244
Cumulative investment return of the rwwerund brought back FFEd EFH TN ESTRG LI - - 250 490
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Profits tax has been our largest operating revenue. It varied from $37.7 billion (1999-2000) to
$167.7 billion (2022-23 Estimate)

FIFF I 2 BUR i RIS WL AZKIE > SKBE N F377R T (— UL BT EFEE)
L6778 n(—E - /= FEHE )ZF‘eﬁ

Salaries tax varied from $24.8 billion (1999 2000) to $75.6 billion (2021-22).
MU AT F248ET(— UL B EEFEE)BTS6fIn(—E— R 2

Stamp duties varied from $7.5 billion (2002-03) to $113 billion (2022-23 Estimate).
EHERRU AT P75 RoT(CE T B =)L B0 n(CE 2 TR Z [

Other operating revenue includes general rates, bets and sweeps tax, fees and charges, etc. It
varied from $63.5 billion (2003-04) to $132 billion (2017-18).

HA&CE W ABLIE — G ~ 188 RO =0~ BHEBUFWEE > WA F635(FIT(—=
T =/ EVUFRE)B320(F7T (E 1/ —/\FE)ZH

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 (mainly income arising from the Government’s placement of the fiscal reserves with the
Exchange Fund). The investment income varied from $178 million (2015-16) to $78.4 billion
(2022-23 Estimate) (Note).

BT CEH—HHE » JMTERAEAZEHE - ARy (o] P S0 e T & [ml e
TE AR D e B WA R B (& U TR BUR A BURE IR Y H:ﬁéﬂ‘:ﬁﬁﬁéﬁ Uz
(/%2) B AT F LIS (B — L/ — A BT84 L (B =16 8) [
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* 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.
FERIFECEUA > DB AR iR - EE A - MBS T(—EE
=/ EVUEDE648(Fo(—E—t1 /— /) Z A B5% -

Note: The investment income was 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. The investment return as reflected in investment income is expected
to be relatively high in 2022-23 because it has included the investment return to be brought
back from the Housing Reserve and the Future Fund. The Housing Reserve at around $90.7
billion is brought back to the Government’s accounts over four years from 2019-20 to 2022-
23.

it RBEWAE _E N T —NEEREK > B R
(&2 53 i 27 58 75)5’&452{ %Eﬁa‘ E)’Uu%{%lﬁ’ﬁx S A RAESNEE N - {E R
B S - UER A T B s T e TR 0 N
AT B 5% S o 22 (6 5 s BOR AR s [RIFR AV e s » £Y907{RITHY B = bt <
T R E R S RS DR EETIEE -
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VOLATILITY OF GOVERNMENT REVENUE
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* 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.
AT/ N RAVEE - BUFUWA S 2 8B R eI 2 » WHUAR B 2 B ryas
AL WIEBURFTRE TR -

* 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 66% of the
2022-23 total government revenue.

WARZENATE > R A BUE B 2R PR - FIGHR ~ Frfefi ~ ENfERernsth (B A - &4
REME B " = FEBUNEEAIBRART66% -




REVENUE ESTIMATES FOR 2022-23
“EB/EHFEBRATRER

$
167.7 B
180 (23.4%)
160
e 1200 B 1308
120 (16.7%) (15.8%) 108.3 B
(15.2%)
100 8018
(11.2%) 729 8B
80 (10.2%)
60 -
40 £48 19.0 B
(3.6%) (2.6%)
2 - 918
- _—
0 _ S——
Profits tax Land premium Stamp duties  Investment income  Other operating Salaries tax Bets and Sweeps General Rates Other capital
FligH MR FITER REURAN revenue FiER Tax —fEm revenue
HAHEEEWA ¢ [LED-E HitIEE B AH
A Investment Income * Other Operating Revenue # Other Capital Revenue
REERA: HALSZURA: IR
Including investment income brought back from the Housing Including duties on dutiable commaodities, Government rents Including revenues from government funds (e.g. Loan Fund
Reserve and the Future Fund motor vehicles first registration tax, fees and charges, etc. Capital Investment Fund, Lotteries Fund etc.) and amounts
Bt EEHBES A REEEIRATIREIRA BFARERRMRE -« Tl - SEEREDR - SRBTIRES recovered from Housing Authority etc
BHEEFEE WENES EFREEE - 85EEF) M
ARUEERRGHRENTUES

Total government revenue FRFZEULA : $715.9B
$B=$billion {-f&¢
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* The seven major revenue items are profits tax (23.4%), land premium (16.7%), stamp duties
(15.8%), investment income (15.2%), salaries tax (10.2%), bets and sweeps tax (3.6%) and
general rates (2.6%). Together they account for 87.5% of total government revenue.

C I 2 ATE H 9 R B A (23.4%) ~ H{E A (16.7%) ~ EIFERE(15.8%) ~ FeE&E U
A(152%) ~ FHHEF(10.2%) ~ FR R ER(3.6%)F1— Z610(2.6%) > &3 (LEUT4E
W AFY87.5% -

* In light of weaker economic performance, revenues from profits tax and salaries tax in this
financial year would likely be lower than the estimation earlier this year. Given the
slackening stock and property markets, revenue from stamp duties might be one-third less
than originally estimated. Amid a sluggish property market, the market demand for
commercial sites would also weaken, and developers would be less interested in initiating
land premium negotiations. All these have affected our land revenue.

A REBRIAE AN 55 - S WM BUEERIFISH S B R R - W A B Ry
& o BRI 55 » B0 SHRYEITERIL A EETRIT V4 = - M ST 0 5
%ﬁgiﬁﬁiﬁlﬂﬁﬁ TR S - SR A P S HY R AORHERGSS - BENR g E
HUZA

*  Other Operating Revenue of $80.1 billion includes fees and charges ($12.9 billion), duties
on dutiable commodities ($12.8 billion), Government rents ($12.5 billion), motor vehicles
first registration tax ($6.8 billion), utilities ($3.6 billion) etc.

HALLE 2 W A B80LE T » & T eSS HBUFUCE (129(870) ~ FESRTR iR H

(1280870) ~ AL (125070) « FEEH X B TR (68 TT) » AP EEG6HT)E -
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Other Capital Revenue of $9.1 billion includes —
HAFEECE WA BIETT - EHREE

>

General Revenue Account: mainly includes expected payment from the Hong
Kong Mortgage Corporation Limited under the 100% Personal Loan Guarantee
Scheme ($3.7 billion) and recovery from Housing Authority of the land costs of
subsidised sale flats ($1.4 billion)

BUF—fRUAIRE @ EEEEEERE AR A S E 2 E B R E AR
HEERGHEFHHIER Q7R Mt FEZ B gt alfy & S B Arr +
HrpA (14(87T)

Loan Fund: Loan Repayments
B EEIER

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

BEAREREe: KEREERHIRE ~ FE R A

Lotteries Fund: Mark Six Lottery
SRS NEREE

$6.3 billion
63f8IT

$1.2 billion
12(87¢C

$0.7 billion
Y=o

$0.8 billion
8fEIT
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SALARIES TAX F{E

2020/21 (Year of assessment 3ERE )

Only 50% of working population were assessed as salaries taxpayers HE&E50% T{EA i BFFERIFRA
Top 5% taxpayers bear more than 58% of salaries tax revenue E5%4FR A B4R E58% £ FZETRITA

Taxpaying popuiation 73fi A 28&7 : 1,821,000"

Annual income ($) No. of taxpayers % of total salaries tax* yield Average tax payment*($)
2FUTAGT) G NBE fE#r R 4R EE BV E otk TR (GT)
>2,000,000 56,000 (3.1%) 49.0% 663,030
1,000,001 to 2,000,000 147,000 (8.1%) 26.3% 135,090
700,001 to 1,000,000 201,000 (11.0%) 13.5% 53,510
500,001 to 700,000 264,000 (14.5%) 7.5% 26,540
400,001 to 500,000 221,000 (12.1%) 2.6% 13,400
300,001 to 400,000 315,000 (17.3%) 1.1% 6,030
200,001 to 300,000 407,000 (22.4%) 0.0% 700
132,001% to 200,000 210,000 (11.5%) 0.0% 0

~ Of the 3,650,000 working population, only 50% were assessed as salaries taxpayers. 7£3,650,000 TfEA O » HES0% 1A FFERGIRA ©
* After the one-off 100% tax reduction up to $10,000 EjE— M4 100%FR 2 (_LFE £&,10,0007%)iEHEE
# The basic allowance for individuals in the year of assessment 2020/21 is $132,000

202021 ERAR AR R fE A B A SRR A 132,000

20

In the year of assessment 2020/21, of the 3.65 million working population, about 1.82 million or
50% of the working population were assessed as salaries taxpayers.

BT RBEE  RBAE36SE AL Egy1828 A(TIE AW
50%) W a¥ Kyt BERT A A

Of the 1.82 million salaries taxpayers, only 915,000 taxpayers need to pay salaries tax after the
one-off 100% tax reduction up to $10,000.
FE182E ot R Al A th » HH915,000 5 &9 H58 A A B it — ZCME K 52 100% F58 7 (_E
PR %5 10,0007T) 5 Jith 1% ZH S 493 A -

Of the 1.82 million salaries taxpayers, the top 5% taxpayers (i.e. about 91,000 taxpayers)

contributed 58% of the revenue from salaries tax.

?/ngZ%%%ﬁ%ﬁ%Mﬁ)\ o H AR 25 1Y 5% (4991,000 A) Fit S 4R Y A5 mK A5 38t 8 5 UL
J58% -
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PROFITS TAX F|&:

2020/21 (Year of assessment ;2R EFE)

Only 9% of registered corporations were assessed as profits taxpayers HE9% I AT iR EF[1SIRAAIRA
Top 5% taxpayers bear more than 89% of profits tax revenue E5%44FR A BEA#EE89%F 1EFRUL AL

Assessable profits ($) No. of corporations? % of total profits tax y|eId Average tax payment* ($)
FEEFIR B (5T) AEEEN EFIEIRUER4EEE" VBTt EHIREC(T)
>100M 1,100 (1.0%) 71.0% 87,201,470
>50M to 100M 900 (0.8%) 7.3% 11,392,600
>30M to 50M 1,100 (1.0%) 5.0% 6,378,190
>20M to 30M 1,200 (1.1%) 3.5% 3,947,870
>10M to 20M 3,000 (2.7%) 4.8% 2,206,020
>7.5M to 10M 1,600 (1.4%) 1.5% 1,305,350
>5M to 7.5M 3,000 (2.7%) 1.9% 879,780
>3M to 5M 5,000 (4.4%) 1.8% 506,310
>2M to 3M 5,700 (5.1%) 1.1% 261,500
>1M to 2M 11,200 (10.0%) 1.1% 134,440
>0.5M to 1M 13,100 (11.7%) 0.6% 63,830
1t00.5M 64,900 (58.1%) 0.4% 8,550

" Registered Corporations: 1,270,000, with 111,800 (9 /o) assessed as profits taxpayer ;R EI4EE7 - 1,270,000 » Er1111,800 (9%) 1k A FIISTRLAHTA
» After the one-off 100% tax reduction up to $10 000 & “r RS 100% 58 20(_EFE &,10, 00075)}‘*-3‘{&
$M = $million EETT

* In the year of assessment 2020/21, of the 1.27 million registered corporations, only about
111,800 (9%) were assessed as profits taxpayers.
f_g_g/iﬁ*%ﬁﬂiﬁ KEF12TE M AE » B HAE111,800%
(S REME A =R B9 %) Heat B SRR A -

*  Of'the 111,800 taxpaying corporations, only 79,800 corporations need to pay profits tax after
the one-off 100% tax reduction up to $10,000.
FE111,80044 5 Ml Sl 4 Ao » HA79,8005¢ 51 MM/~ =48 B it — KRR 100%
NNy 0,000fn)?%ﬁ’iﬁ?ﬁéﬁé%mwﬂ“ °

*  Ofthe 111,800 taxpaying corporations, top 5% (i.e. about 5,600 corporations) contributed
about 89% of the revenue from profits tax.
TE111,800#45% il A Sl 4R A - &8 iR 2 1Y 5 9% (895,600 Kk il 24 =) AT e Ay
S A SR UL KIZ9% -
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RESOURCE ALLOCATION PRIORITIES IN 2022-23
R C=HEEREEREE

Total government expenditure estimates: $807.3B Counter-cyclical measures
BURN B sc S8 BETER: 8,073{% T 25 FE S it
as Including E§&:

1628 B

(2023} One-off relief measures :

reductions/waivers of taxes and rates

—RIEFEEE - RBREER
12008
v (14.9%) (111;::%5: wore Consumption Voucher Scheme (Total
13.2% $10,000)

1009 8518 JHEZETE] (42%510,0007T)
(10.5%) 793 8B
800 8.5% 6598 ¢ Further enhancement of the 100%

Personal Loan Guarantee Scheme
20 E—HEL BESERREAEE
i EEHEHE

Enhancement of the SME Financing
Guarantee Scheme

Eft " PR RETE]
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Job Creation Scheme

e vx ] BB s8]
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The 2022-23 Budget focused on four areas:

- supporting an all-out effort to win the fight against the epidemic;

- relieving the hardship of our people and SMEs;

- rendering support to the struggling economy and fostering post-epidemic economic revival; and

- investing for the future by planning ahead for the medium-and long-term development of our
economy.

The counter-cyclical measures, which include one-off reductions and waivers of taxes and rates,

the Consumption Voucher Scheme, enhancement of the 100% Personal Loan Guarantee Scheme

etc., costing over $170 billion in the Budget; and will have a fiscal stimulus effect of boosting the

economy by around three percentage points.

DR/ T =AM B ZE A R S E G VU(E T 0 B
- ENIPUEEPEE
- TR/

- Ry MTAVEOB RIS - R AVEORIRIE DU

- BRI > BREEOR P RIS -

TSR ZEHY 1 P S B i SRR e A 1, 700(80C - BUFE— MR H SR v R DR E Zrat E]
BAEE 7 HERE AR EETGETESE - et ] BRI =E H o B IR(EH -

Additional resources have been allocated in the 2022-23 Budget to promote developments in
various areas including innovation and technology (I&T), financial services, arts and culture, etc.
In particular, with the support given by the National 14" Five-Year Plan for Hong Kong’s
development into an international I&T hub, the Budget has allocated resources to keep reinforcing
the entire value chain and the I&T ecosystem, so as to enhance the competitiveness of our
manufacturing sector and promote re-industrialisation as well as enable digital transformation
across various trades.

TR /=M BIRREE PN ETER BRI « SRl - S BBy Y
e - HPEAIRIDGH - R T+ RE R E R R IR R R L METREZ
PR R R LR (R (E 8 s AR AR RRRE - MR & & I RS i Sty - [l HEES

TR IR RS o SEE ST S SR A

’
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When formulating long-term economic policies, we must be clear about the purpose
of economic development, so that policy implementation will not deviate from its
original intention. It is also necessary to have a full understanding of our country’s
development plans and strategies, as well as Hong Kong’s roles and functions therein,
and to take into account demand in the international market, in order to identify the
right positioning and seize opportunities. Furthermore, we need to keep carefully
assessing the international politico-economic landscapes, clearly identify long-term
trends, grasp economic patterns, and prudently control risks to avoid disruptions to
development.

FERIET REZUEBRET - MBS REAELRERYEN - 48 BURIE
NG REE) L o SRS AR EARES » DL &EBEH TR A OMTIAE
Ao o SaBIRTIEEK > I REIEEN - IR o 15N > BEAR
INOEEBIREEEIE S, B RINES) - IEBEOR R - sRED R - #g
BT IE
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INCREASE REVENUE 1&g A
QUL FrouossivoRatingSystom RiEMME

» We will introduce a progressive ratlng system for domestic properties tentatwely in 2024-25
to reflect the “affordable users principle.

HFIBEN 2024-25F ERLEEVRS I A REZMHIE - LR ﬁt%%ﬁﬁ HYJRAL -

=y BEPS 2.0

» We plan to implement the global minimum effective tax rate, having regard to the latest
developments of the international community in implementing BEPS 2.0, and introduce a
domestic minimum top-up tax to protect Hong Kong’s taxing rights.
EFGETERIBEIEL & EBEPS 2 oy - RELHRSEERRE - DIRBUAR
[EfER » IMREEEIVETIE -

» The rate of Stamp Duty on Stock Transfer has been raised from 0.1% to 0.13% with effect
from August 2021.
BEEERRREH B —F/\ABHEAZ B REEEIZEH—=

* We have raised the rates of first registration tax for private cars by 15%, and vehicle license
fees for private cars by 30% with effect from 24 February 2021.
RACEE-E_—F At UHEFSLRENERECHREESZTH » UMRARE
BREESZ=1"-
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* In the 2022-23 budget, the Government has proposed introducing a progressive rating system

for domestic properties tentatively in 2024-25 to reflect the “affordable users pay” principle.
It is expected that about 42 000 domestic properties will be affected, accounting for around 2%
of the total number of private domestic properties, with an increase of about $760 million in
government revenue each year.

BT T ERETEES o BURESE 0 R EEYIES AR
AEFEAHIRE - DUERESE TREE AT ) BRI - FHET4U42 000fE{EEYEZ0 8 - (%
LIV EE=ty/E S0 %&Z’Jﬁﬁz SN SZE b)) IES |- vaw - -ivl

In the 2022-23 Budget, the Government announced that Hong Kong would implement the
global minimum effective tax rate and other relevant requirements (generally known as BEPS
2.0) in accordance with the international consensus, and would consider introducing a
domestic minimum top-up tax to protect Hong Kong’s taxing rights under BEPS 2.0. Based
on our rough estimates, the domestic minimum top-up tax will involve an amount of about $15
billion per year. Having regard to the fact that most of the major economies of the world will
defer the implementation of BEPS 2.0 to 2024, the Government decided in August this year to
defer the implementation of the global effective minimum tax rate in Hong Kong to 2024 at
the earliest. As for the domestic minimum top-up tax, the Government will closely monitor
the implementation targets of other jurisdictions and review Hong Kong’s plan. However, in
any event, the domestic minimum top-up tax will not be implemented before the year of
assessment 2024/25.

OB D EFEMBRREE - DU EAE RS IR RS T R R E IR
RERBIE (— B BBEPS 2.0) » 175 AR e (BA 2 /7 LAPRIE R AE(EBEPS
2.0 NHYERRHE - TRFIHIS (SRR RS K —E A BT - BREE(H R 2B
RZEEILBEPS 200y E il [ £20244F » BUFS4F/\ HAEIEE S H 2R EEIE
PRI I HE 2 R A FE.20244F - ERVAMEARA e - BUF G % V)& B H it s iy B
HEE > Ftgad &EAVETE BRI - BRI EA G R R2024 255/ -

30



* The Government has implemented various measures proposed in the 2021-22 Budget that
could increase revenue, including increasing the rate of the stamp duty on stock transfer to
0.13% with effect from August 2021, and increasing the rates of first registration tax for
private cars by 15% and vehicle licence fee for private cars by 30% with effect from 24
February 2021 Note).

Note: The first registration tax and vehicle licence fee for private cars were raised with a view to
relieving traffic congestion.

B(F?E%ﬁf 2021-224F N BN PR ZEFT s ARG iU AR e > BRI = —— )\ H

LR % FRFRE0.13% » DU = = — 7 H U RS IR R &
PSR R A Z T IR E H 2 = +(u£)

ﬁi.uﬁmﬁ%@ﬁéﬁéﬁﬁ‘z TR RIS S AEAT 4R ST 28
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CONSOLIDATED ACCOUNT FROM 1997-98 TO 2022-23
$ Bilion —nnt/nl-\gzg::/zzfﬁgﬂ"]ﬁ'eﬁa
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-350 -
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Estimat:
M Consolidated surplusitete ) E=&gvesE=1) —— Government revenueNet= 1) FrgFils A =1 g
B Consolidated deficitNete ) &x&FRIFE —— Government expenditureet= 1) ErFFRASE =N

Note 1 Includ_ingissuance/(repayment) of governmentbonds and notes
1 BERT/ (BE) BUTFEFRTISEZUE -
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The Government strives to achieve a fiscal balance over a period of time. With
limited financial resources, while committing adequate resources for necessary
works, the Government must, by upholding prudent fiscal policies, preserving
financial healthiness and sustainability, as well as maintaining its financial
strength, in order to meet both known and unanticipated needs in the long run.

BUR JIRAE— B BRI N 22 B UCOPr - REM S - ARV BENR © £
Ry TARRCH e e BIRAYIEING - BUR IR E% fﬁﬁ'@ﬂﬁ HEREN RS fe
AIFRFEYE > TPREEWIENE T - DU ER R ARG Z 7
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CONSOLIDATED ACCOUNT FROM 1997-98 TO 2022-23
(EXCLUDING BONDS AND NOTES, AMOUNTS BROUGHT BACK FROM
HOUSING RESERVE AND INVESTMENT RETURN OF FUTURE FUND)

— ANt/ NMNEZE_" /_=FENESIEE
(TEERSRERE BEEREERAREZIREOHOIRMAEE)
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M Consolidated surplus  §R&E R Government revenue  EXFFISA -
M Consolidated deficit ER&fFE Government expenditure  FXFFBA%

27

Excluding the issuance/(repayment) of government bonds and notes, and the amounts brought
back from the Housing Reserve and the cumulative investment return of Future Fund, the
consolidated deficits for 2019-20 to 2022-23 would be higher.

WIAGT ABUNHEZR M ERRAVETT, . (BB FUH - DU B RS AAR A EH 2

feE R bR S - —E T gifﬁﬁ?ﬁav_g RS AR R

The consolidated financial results from 2019-20 to 2022-23 would be adjusted to:
SRR E ) R S e

2022-23
$ billion +-(&7T 2019-20 2020-21 2021-22 Estimate
THEL

Surplus/ (Deficit) per consolidated
account (10.6) (232.5) 29.3 (56.3)
&R H & ER R

Excluding ffi[::

- Bonds and Notes &% 5z 2545 (6.3) (19.3) (29.1) (35.1)
- Housing Reserve B2 H 4 (21.2) (22.0) (23.1) (24.4)
- Investment return of Future Fund - - (25.0) (49.0)

AR AT E B

After exclusion #ifif#1% (38.1) (273.8) (47.9) (164.8)

34



FISCAL RESERVES B I (%

(in terms of number of months of government expenditure &R FHZHBE)
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e
s Consolidated surplué*® VxS ReRE"  wmmm Consolidated deficit Mot= ') gz ghap ="

egu=Fiscal reserves in terms of number of months of government expenditur 4 B ¥ & H BUT BAZAT A 81

Note 1: Inclgding issuance/(repayment) of government bonds and notes.
SE1EERT/ (RE) BT EFRTISNI0E -
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Financial Year Fiscal Reserves Nominal GDP Fiscal Reserves in terms of
B R TG | AR % of GDP
(8 billion +{&7T) ($ billion +{&7T) i ﬂjﬁfﬁ HER
AR EARER H 57 B
1997-98 457.5 1,373.1 33.3%
2021-22 957.1 2,869.7 33.4%
2022-23 900.8 * 2,997.5 30.1%

* The estimated fiscal reserves balance has taken into account the financial results of 2021-22.

M GEFHTHRAEEREat 2021-22 £ ERIBHIRN -

From 1997-98 to 2022-23 OE, the fiscal reserves in terms of number of months of government expenditure
are as follows —

- /NN EEE D D =R R AR - B E BB SR H 80 T

Financial Year IABUEE 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
Financial Year IA B E 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 B4 B EE 13-14 14-15 | 15-16 | 16-17 | 17-18 | 18-19 | 19-20 | 20-21
No. of months FH # 21 25 23 25 28 26 23 14
Financial Year B F{4E & 21-22 22-230E[E 3R FEE

No. of months H#4 17 13

We have achieved budget surpluses for 18 years from 1997-98 to 2021-22. But budget deficits had beset
us for eight years in 1998-99, 2000-01 to 2003-04, 2019-20 to 2020-21 and 2022-23 Estimate due to

economic downturn or the impact of pandemic.

U= R AR A A R o IR E TR 78 H R 134 H RIBURFBASZ -

— NI/ NNEZE D G B/ ERE M B - 12 0 UV UL

—EEE R GEEES SR B TRE R TR T R E =

FREFER)  BRERA SBZ b8 > WMRE 17/ ENYBORY -

In 2021-22 and 2022-23 OE, the Fiscal Reserves are equivalent to 17 months and13 months of government
expenditure respectively.

It St tnt=cl |t St
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2022-23 MEDIUM RANGE FORECAST (AS AT FEB 2022)

-23
202223 EHRIIAR (CR-"F_ABHANE)

2022-23 2023-24 2024-25 2025-26 2026-27

===
(Smilion) (FZ7T) Estimate 7% Forecast¥E Forecast 758 Forecast 78 Forecast 33
Operating Account 885

Operating revenue 287 556,911 584,878 613,605 658,905 687847
Less: Operating expenditure & - £EFE7 682,500 584,400 601,500 627,600 654,100
Operating surplus/ (deficit) SR8 (K3) (125589) 478 12,105 31,305 33,747

Capital Account FEEESBIRE

Capital revenue FEEEEUT 158,047 148,629 153872 170,009 174777
Less: Capital expenditure % : FEEEEE X 124,789 141,266 148,316 148,319 148,383
Capital surplus FEE S8 34,158 7,363 5,556 21,690 26,394
Consolidated s urplus/ (deficit) before (91.431) 7,841 17,661 52,995 60,141

issuance and repayment of bonds

RABRTRBEMFICEEROERY (R

A

Net proceeds/repayment) of issuance and 35,100 35,100 18,036 12250 (29,777)
repayment of bonds

BTRESRIUERENIUUVERN

Consolidated s urplus/ (deficit) after (56,331) 42,941 35697 65,245 30,364
issuance and repayment of bonds

ERARTRESFRFICENRSER (R

&4

In terms of percentage of GDP 1.9% 1.4% 1.1% 1.9% 0.8%

RO BE BT

29

Compiling the Medium Range Forecast (MRF) is one of the tools for the public finance
management.

HlET IR M E B A BV TR Z — -

As at February 2022:
Mk —E =

We forecast in 2022-23 a deficit in the Operating Account while a surplus in the Capital Account.
The forecast consolidated deficit amounts to $56.3 billion. The estimated deficit in the
Operating Account in 2022-23 is mainly due to the expenditure arising from the one-off relief
measures announced in 2022-23 Budget and some of the relief announced last year.
PMHEHE T = /=0 (OSIRE G USRS - MIFESIRE Mgt e - 3

sHEERFRS63MEIT - BT T EFEREIRENTER R Y FEEE T
= EM BORE 2N — R AT 4R FE it BT 70 R AT HIEY RS T EL -

It is forecast that the deficit in the Operating Account in 2022-23 will turn into a surplus since

2023-24. There will be a surplus in the Capital Account in each of the five years (2022-23 to

2026-27) during the MRF period

%”rg;‘:: CEFEAERENRY > RSB = /IR A E R A e o R
EREHAEIHNMESEE (DB C=27F 70K /1) HEseAEs -

The MRF has already reflected the amounts of the Housing Reserve and the cumulative
investment return of the Future Fund expected to be brought back to the Government’s account.

TR R Bl PR $38 [ BSURFIR: H Y 5 22 G 0 R AR B iy Rt E s
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Latest outlook:
BOFTHT & ¢

Under the circumstance that the Hong Kong economy is worse than originally anticipated,
profits tax and salaries tax for the current financial year will be lower than the original estimates.
Weakness in the stock and property markets could cut stamp duty by about a third, and land
premium will also be affected. Coupled with the expenditure for the launch of the “Employment
Support Scheme 2022” in April announced after the 2022-23 Budget Speech, the consolidated
deficit is expected to be more than $100 billion, which far exceeds the original estimated $56.3

billion.

FEABLORLIRBTEIIZAEI T A B RIS R BRSO R a4 (i SR R 5
> BT AR TR 55 - B EITERU A LTI D =0y 2 — > 1R St BB A -
AE2022-23F M BIHRZEEATR A FE4 HHEH T 2022085155 | 5TEIFTH RAYBHSZ - AR

BUF R BOIRSC R LTI ZE - hahRi & i 8 L000(8 TRy - e

AVS63{ETT °

Published in 2022-23 Budget

BEEAMER

FEGN B TS AEER I TEE R

($million) 2022-23 2023-24 2024-25 2025-26 2026-27

BEIT Estimate Forecast Forecast Forecast Forecast
HE FEUH] TR TR FEUH]

Gross Domestic Product 2,997,500 3,156,400 3,323,700 3,499,900 3,685,400
(calendar year)
A AR EHE
(ZBHEET)
Fiscal Reserves at 31 890,338 933,279 968,976 1,034,221 1,064,585
March
AT
#EE2=H=1+—H)
In terms of % of GDP 29.7% 29.6% 29.2% 29.6% 28.9%
izl NN Y= )
E17EE
Public expenditure 851,824 774,027 801,752 835,865 865,275
NFEFAZ
In terms of & of GDP 28.4% 24.5% 24.1% 23.9% 23.5%
= I AR Y
EI7EE
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CHALLENGES
AHEAD

ARIRHIHEE
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FACING THE CHALLENGES J& ¥ Pk

Geopolitical tensions and China-US relation M BUAE R REE K ARG
High interest rate and global inflationary pressure = ERE REGERES
Weakening external environment SMEERR TS
COVID-19 development aEEERE
Short-term 45 Hf Medium to long-term & HH
) Strengthening economic competitiveness
Pace of resumption of flow of people / RS s A
goods and economic recovery + Improving people’s livelihood
N pnte ¥ BB EaRa AR TR
* Challenges brought by technological advances/

. : : innovation
f\!&ttgrlag;lréakn;‘retentlon of talents SR R S
+ Substantial investment in land supply and economic
development
B R R A IS
» Ageing population
AAREME
Fiscal sustainability
B R A

Climate change

REREE

31

Macroeconomic Factors

FEHEBRRE

Geopolitical tensions, including China-US relations, warrant attention.

g EUEmE (BT R R ERRE -

Partly related to the high energy prices, the market generally expects that inflation in major
advanced economies would remain elevated for some time, and the respective central banks thus
need to continue tightening their monetary policies, which will further tighten financial
conditions and dampen global demand.

By R RREIR ERS S 1 > TS R PRI 1 B OB ARG HY B AR A — ERBS R N 4R = 1 - A
l%'%ﬁl THMAFEEGEREEEECR - SSRIRIUE—PIE  BRIIEERTEK -
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Short-term challenges 45 HApkiEk

Pace of resumption of flow of people / goods and economic recovery

NN b S BRI

*  As long as the epidemic situation remains stable and under control, and related social restrictive
measures are gradually relaxed in an orderly manner under proper management of risks, economic
activities will gradually regain momentum and the society will gradually move towards normalcy.
HEE G R E 2% > B IRGIE A bR il N 2P BRI - EFEFhg R
HRAEEN ) - tHtEBESEEE

Attraction and retention of talents

5| B AT

*  Over the past two years, the local workforce shrank by about 140 000. Many sectors in Hong
Kong are facing manpower shortage, such as residential care homes, construction and transport
sectors. Apart from actively nurturing and retaining local talents, the Government will implement
measures to proactively trawl the world for talents.

BEFIE » RS A CURFLI4E N - FAREZETTRIERYS AT E-—E - Gk -
RS SENIEEE - BUNFRIEMESEME A A AN GUaEHR S ERUR AR -

Medium to long-term challenges F £ HAHkER

Strengthening economic competitiveness

AR Y L)

*  The Government is committed to further enhancing the resilience of the Hong Kong economy,
enriching industrial development, and building capacity for economic development through
overcoming the constraints on our workforce and land supply.

BUR G £ E— VTR ] - S EEFRRE - DUIEBZEN 558 N 1R 4 3 Bt ey

Innovation and Technology

RIS

* Innovation and technology (I&T) provides key impetus for Hong Kong’s high-quality economic
development.

AR (ATRD ERUnd B e E Sy EES [ -

* In face of challenges brought by technological advances/innovation, the Government will
promulgate the Hong Kong I&T Development Blueprint within this year to set out major policies
to develop Hong Kong into an international I&T centre.

FoFESITRHGE D /RIS AREVPRER > BUS S EFENHEL " BB RIRC EEE |, - HETH
BEEUR - SR E B R S B PE AR R s -

* The Government will make good use of public resources to improve people’s livelihood. In
particular, I&T development can lead to new industries and create wealth, provide more
employment for young people and improve people’s daily lives.
BUSFgSHAREREGETRAN - H - SEARETACTNE X AIEUE - &5
FANRBHEEMZE - dEETRAS -



Land supply and economic development

I ob: B Y Y

The Government will further step up policy efforts in producing more public housing units (including
the new Light Public Housing units) and identifying lands to address the housing and land supply
issues. The Kau Y1 Chau Artificial Islands and the Northern Metropolis would be developed to meet
the long-term land shortfall in the Hong Kong.

BN g R HE R E L Ve FREEESHN TR ) ) RER DA E Kt ihE
[ETRE - 3RS RN A T BRI G AT & & DU (o & 8 R - R R R -

The Government will invest in economic development to promote a stronger, more diversified and
solid economic growth.

BUN & RyC A TR o8 ~ 2 - EREEAERENTT -

Ageing population
NmI= S

Against the backdrop of an ageing population and a declining labour force, Hong Kong needs
sufficient quality talents for meeting the needs of a knowledge-based economy and diversified
development of industries, as well as seizing the tremendous opportunities brought about by the
development of the Guangdong-Hong Kong-Macao Greater Bay Area, the National 14th Five-Year
Plan and the Belt and Road Initiative, etc. To support the medium to long-term economic development,
the Government will continue to nurture local talents and adopt an open and proactive talent attraction
policy, while upholding priority employment of the local workforce.

FEANCZAL RS AT N T » HEREF e WIRE AT D& T BRI K&
ZITEFRRRNFE » MIBEEER g &R - BIR (THTHEEE) M "5 (B
FRE BT RIBER S RIE - BUTSEEREE A AT > WAEREE B Iem RHRHITE N
PR BCRIE AR S | A BUR > SCRFE BRSO T RIS

Fiscal sustainability

BAECT R

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. At the same time,
we have to consider how to make use of our fiscal reserves to support the economy and relieve
people’s burden in difficult times in preparation for a robust rebound.

BUF B YERF R B P o A EERAIRENA - 0SS E R Bt - (R 25 i a0 T
WA e E R BRI S AR ] 380K ~ &P RIN > TRMA ISGH -

In light of the current economic outlook, the Government has limited room for any drastic increase in
expenditure.

T H ATV EOR S > BURFRIESS hIBH sc =T AR -

The Government will continue to review the levels of its revenue, expenditure and fiscal reserves, and
strike the right balance having regard to the imminent and long-term needs of society when
formulating corresponding measures and financial arrangements.

BUN g &R ~ BRI - RS R g ERfRENREE > FHEEDN
Py o B AR FERY TR HEA B 22 -
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PUBLIC FINANCE PHILOSOPHY AND PRINCIPLES 3Rt BrE RN FEA]

>

Article 107 of the Basic Law stipulates that “The Hong Kong Special Administrative Region shall follow the principle of keeping

expenditure within the limits of revenues in drawing up its budget, and strive to achieve a fiscal balance, avoid deficits and keep the

budget commensurate with the growth rate of its gross domestic product.”

é%éé}%—ﬁztﬁﬁﬁir?%ﬁ%ﬁ&@%ﬁﬂﬁﬁﬁﬁA%&%ﬁ%’ﬁi&iﬁ%’ﬁ%ﬁ$’ﬁ@$ﬂiEﬁE%%E$
&

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

BUNESHETEFEEN - £ BERNESUCTTE - EMS - BUTEY B RESERTT REIRERE -

Hong Kong's simple, certain and low tax regime will be upheld with a view to maintaining the competitiveness of Hong Kong’s
businesses.

BEAFNERSRAIEEEEERE - DIRSERTRES -

We will maintain the development and vibrancy of Hong Kong’s economy and identify new areas of growth, with a view to increasing
revenue.

RIERFTACESEE T - UHRHTHAE REDIREIA -

The Government strives to achieve a fiscal balance over a period of time. With limited financial resources, while committing adequate
resources for necessary works, the Government must, by upholding prudent fiscal policies, preserving financial healthiness and
sustainability, as well as maintaining its financial strength, in order to meet both known and unanticipated needs in the long run.

BN 1kE— R AR TS - B8NS - ERNERVHEER - EARENTEREREERNES - BUNRA/ESEEN &
BHBRRREFELE - WREHEES - UEHEARTRHZE -

When facing economic downturn, the Government will continue to adopt expansionary fiscal policies and launch counter-cyclical
measures to alleviate the pressure arising from economic downward and relieve people’s burden.

ELETITR  BUNSEERIURIEMBECS - LS FEER - UEREETTESN - F&RE -
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We welcome your views

BuRGER
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