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Latest Development

A REMEER

China’s GDP grew by £.8% in the first quarter of 2018, China's GDP grew by 6.2% in 2017,

The added-value industrial output grew by &.8% in the first quarter of 2018, down from 7.2% in Jan-Feb 2018,

Fixed assets investment grew by 7.3% in the first guarter of 2018, down from 7.9% in Jan-Feb 2018,

Retzil sales increased by 9.8% in the first quarter of 2018,

Inflation stood at 2.1% in March 2018, with food prices increased by 2.1% and non-food prices increased by

2.1%0.

In March 2018, exports {in terms of USs) fell by 2.7%, while imports (in terms of US2) increased by 14.4%,
resulting in a trade deficit of US54.98 billion.

The Manufacturing Purchasing Managers” Index up from 50.2 in February 2018 to 51.5 in March 2018,
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Current Economic Development

The Chiness economy graw by 9.3% in 2011 and slowed to 7.7% in both 2012 and 2013, In 2014, 2015, 2016 and
2017, GDP grew by 7.3%, £.9%, £.7% and 6.3% respectively. Per capita GDP reached RMBS53,6560 in 2017, In the first
quarter of 2018, GDP grew by 6.8%,

After reducing the reserve reguirement ratio five times in 2015, the People’s Bank of China (FBOC) cut the reserve
requirement by 0.5 percentage points again on 1 March 2016, The base lending rates were cut by 0.25 percentags
points each on 1 March 2015, 11 May 2015, 28 June 2015, 26 August 2015 and 24 October 2015,
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Fixed assets investment is one of the major driving forces of the economy. In 2017, fixed assets imrestrment graw by
7.2%. In Jan-Mar 2018, fixed assets investment graw by 7.5%.

| Added-value of Industrial Output Growth § Change in CPI
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Added-walue of industrial sutput (by large enterprises with annual sales exceeding RMB20 million) grew by 5.6%0 in
2017. In Jan-Mar 2018, added-value of industrial cutput grew by 6.8% with foreign-invested enterprises graw by 5.5%.

In 2017, consumer price index [(CPI) went up by 1.6% with food prices dropped by 1.4% and neon-food prices up by
2.2%. In Jan-Mar 2018, CPI went up by 2.1% with food prices up by 2.0% and non-food prices up by 2.2%.

In 2017, retail salss grew by 10.2%. In Jan — Mar 2018, retzil sales increased by 9.78, with sales of househeold electrical
appliances growing at 11.4%, garments & foobwear at 9.8%, furniture at 9.2%, jewellery at 7.9% while automobiles at
7.04%0,

China's Manufacturing_ Purchasing Managers’ Index (PMI) (compifed by China Federation of Legistics & Purchasing and
China Logistics Infermabion Centre) up from 50,2 in February 2018 to 51.5 in March 2018,

Money supply - total loan grew at 11.9% in March 2018, down from 12.1% in February 2018, The growth rate of RME
loans grevrs at 12.8% in March 2018, flat from 12.8% in February 2013,
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China's non-state sector expands rapidly and experiences healthy

development in recent years. The status and economic contribution I RMB Against the USS (RMB/USS)

of private enterprises received official recognition in thea Sth B0 1
National People’s Congress held in March 1993, By the end of 2016, :: | e
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US dollar was enlarged from 0.3% to 0.5% around the central

parity published by PBOC on each working day. On 16 April 2012,

the floating band was expanded &2 1% and since 17 March 2014, the floating band has been further expendad to 2%, As

FPEOC modified the RMB exchange rate fixing mechanism, on 12 August 2015, the exchange rate of RMB depraciated to

6.2982 per US dellar from 6.20832 on 10 Auwgust 2015, On 12 April 2018, the exchange rate per US deollar stood at

5.2917,

China's foreign exchange reserves stood at US53,142.8 billion by the end of March 2018, the largest in the world,
Foreign debis amounted to US£1,710.56 billion at the end of 2017, of which 26% was medium- or long-term debts and
649% was short-term debts. The debt service ratio stood at 7% in 2017,

Foreign Trade and Investment

In 2017, China's total external trade reached US54,104,5hillion, China's exports and imports increased by 7.9% and
15.9% (in terms of USs) respectively, resulting in a trade surplus of US3422.5 billion,
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The share of expori-processing trade is declining in recent years., Export-procassing trade accounted for 51% of China's
total exports in 2007, but dropped to 34% in 2017. In 2017, exports of processing trade increased by 6.2%.

In 2017, exports of electrical and electranic praducts grew by 9.3% (In USE terms), exports of footweear grew by 2.0%
while exports of garment dropped by 0.4%. In Jan-Mar 2018, experts of electrical and electronic products grews 16.3%%
In USE terms), exports of foobwear increased by 0.9% and exports of garment also increased by 0.7%.

In 2017, China's top ten export marksis were US, Hong Kong, Japan, South Korea, Germany, Vietnam, India,
Matherlands, UK and Singapore. China's total exports with these ten economies together accounted for about 58.7% of
China's total expeorts in 2017.

In 2017, exporis of foreign-invested enterprises (FIEs) increased by &.6%, accounting for 42.2% of China's total

exports, and imports increased by 11.8%, represanting 45.8% of China's total imports.

By the end of 2017, China approved a cumulative of 899,956 forsign investment projects, with achual utilised ovarseas
FDI amounting to US51,896.% billion. The leading sources of investment included Hong Kong, Japan, Singapors, Taiwan,
the US, South Korea, Germany and UK.

In 2016, China's outward FDI graw by 24.7% to US£196.2 billion, ranked as the second largest source after the US. As
at end-201&, China's stock of cutward FDI reached US21,357.4 billion, ranked the sixth in the world., Business services
{mazinly investment holdings), financial services, wheoleszale and retail, mining and manufacturing are the leading sectors
of China's outward FDI.



Economic Relations with Hong Kong

The Chinese mainland and Hong Kong signed the Cleser Econemic Fartnership Arrangement (CEFPA) on 25 June 2003
and supplemented with further liberalisation measures in subseguent years. At present, all products of Hong Kong origin
can be imported into the mainland tariff free under CEFA, For products which have no agreed CEFPA rules of origin at
present, Hong Kong will initiate discussions with the mainland twice a year upon reguests by local manufacturers. Hong
Kong service suppliers enjoy preferentizl treatment in entering into the mainland market in various sarvice areas. There
are also agresments or arrangameants on mutuzal recognition of professional gualfication. On 18 Decamber 2014, the
Agresment on Achieving Basic Liberalization of Trade in Services in Guangdeng was signed and to be implemented on 1
March 2015, The Agreement adopts 2 hybrid approach of positive and negative lists to st out the liberalization
measures in the Suangdong province applying to Hong Kong. The breadth and depth of liberzlisation surpass the
previous measures for early and pilot implementation in Guangdong. On the basis of the Cuangdong Agreemeant, the
Agresment an Trade in Services was signed on 27 November 2015 and to be implementad on 1 June 2018, extending
the geographical coverage to the whole Mainland for basic liberalization of trade in sarvices, In June 2017, the
Investment Agreement and the Agresment on Econemic and Technical Cooperation (Ecotech Agresment) were signad
under the framewerk of CEFA. The Investment Agreement expands the markst access commitments to non-services
sectors and introduces cbligations on investment protection. The Ecofech Agresment consolidates and updates the
economic and technical cooperation activities betwean Hong Kong and the Chinese mainland.

Hong Kong's Direct Investment in the Chinese Mainland

Mumber of approved projects 18,066 6.3 404,530
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Spurces: China Monthly Statistics

Hong Kong is the largest source of overseas direct investment in the Chinese Mainland. By the end of 2017, among all
the overssas-funded projects approved in the Chinese Mainland, 44.9% were tied to Hong Kong interests, Cumulative
utilised capital inflows from Hong Kong amounted to US$1,008.2 billion, accounting for 53.2% of the national total. Hong
Kong iz also the leading destination for China's FDI outflow. According to Chinese statistics, by 2016, the stock of FDI
going to Hong Kong accumulated to USE780.7hillion, or 57.5% of the total outflowe of FDIL.

Chiness Mainland i= one of the leading sources of inward investment in Hong Kong. According to Hong Kong statistics,
the stock of Hong Kong's inward invastment from the Chinese mainland amounted to US£416 billion at market value or
25.7% of the total at the end of 20158, As of December 2017, 1,051 mainland companies were listed in Hong Kong,
comprising H-share, red-chip and private companies with total market capitalisation of around US32.2 trillion, or 66%: of
the market total.

Hong Kong's Trade with the Chinese Mainland [1]

Hong Kong was the Mainland's third largest trading_partner (after the US and Japan) in 2017, According to China's
Cuskoms Statistics, bilateral trade betveen the Mainland and Hong Kong amounted to US52848,6billion (7.0% of the
Mainland's total external trade) in 2017, OF which exports from the Chinese Mainland to Hong Kong stood at US2279.2
billion, making Hong Kong the second largest export markat.

The Mainland has been Hong Kong's largest trading partner since 1885, Share of the Mainland in Hong Kong's global
trade jumped from 2.2% in 1978 to 50.8% in 2016. The Chinese Mainland was Hong Kong's largest import source
accounting for 47.8% of Hong Kong's total imports, and the largest export market accounting for 54.2% of Hong Kong's
total exports in 2016,




Hong Kong's trade with the Chinese Mainland is to a large extent related to oubward processing activities. In Jan-Dec
2017, 27.2% of Hong Keng's total exports to the Chinese Mainland were related to cutward processing activities.
Meanwhile, 40.5% of Hong Kong's imports from the Mainland and 72.6% of Hong Kong's re-exports of tha Mainland
origin to all countries were related to cutward processing.

Hong Kong's Trade with the Chinese Mainland

Total exports 269,978 8.4 40,4E9

Demestic 2,214 7.0 1 289 12,5
exports

Re-sxports 267,764 8.5 1 40,180 10.1
Imports 260,275 9.9 1 38,457 11.0
Total Trade 230,253 7.1 1 78,926 10.4
Trade Balance 9,703 = = 2,012 =

______________________________________________________________________________________|
Sources: Census & Statistics Department of Hong Kong

[1] Since offshore trade has not been captured by ordinary trade figures, these numbers do not necessary reflect the
total business managed by Hong Kong companies.



