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2023 ECONOMIC INDICATORS
—E_CEFRERER

Real GDP growth Q1-Q3 H=%F 2.8%
At A ERETEEN &

Q3 H/==F 4.1%
Unemployment rate Aug — Oct \Z2+H 2.9%
GFFER
Underlying composite consumer Jan - Oct —&1+H 1.8%
price inflation
BEARGEHEYEBRE Oct +H 1.7%

Except for unemployment rate, the above percentages represent year-on-year changes.
BRGSESSN  ESIE S S P 2 L R B B -

* With the removal of anti-epidemic measures and the resumption of normal travel, the Hong Kong
economy has recovered since early 2023. Real GDP turned from a 3.5% fall in 2022 to 2.8% year-
on-year growth in the first three quarters of 2023, supported by inbound tourism and private
consumption.
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* The labour market continued to improve. The seasonally adjusted unemployment rate declined
from 3.5% in the fourth quarter 0f 2022 to 2.9% in August — October 2023.
2 LGRS - AF MR ERR T R IUERA3.5% Mk E T "=
JNEAHAY2.9% -

* Consumer price inflation stayed moderate in overall terms. The underlying composite consumer
price inflation rate averaged 1.8% for the first ten months of 2023.
HEY ARG DR - BAGEHEYRBEREE - =F5 HEH FER
1.8%




THE HONG KONG ECONOMY CONTINUED TO REVIVE
IN THE THIRD QUARTER OF 2023
BEREE_E_—FE=-FEERKE
Gross Domestic Product
(year-on-year rate of change in real terms)
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_ 10-year trend
i growth 1.1%
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(2013-2022)
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* The Hong Kong economy continued to revive in the third quarter of 2023. Real GDP grew by
4.1% year-on-year, having increased by 1.5% in the preceding quarter. On a seasonally adjusted
quarter-to-quarter comparison, real GDP increased by 0.1%.

AL B %—_fﬁkkgéﬂ%ﬁmm o HEAMAEREEFNR41%  E—FTHER
1.5% - $8FEMERRER T 3t - BE A A A RE L710.1% -

* Total exports of goods declined further by 8.6% year-on-year in real terms in the third quarter
amid weak external demand. However, exports of services expanded notably further by 23.9%.
Exports of travel services leapt almost nine-fold and recovered to 53% of the level in the same
quarter in 2018, thanks to the continued revival of visitor arrivals. Exports of transport services
rose further in tandem.
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* Domestically, consumption activities stayed strong in the third quarter, supported by rising
household income and the Government’s various support initiatives. Private consumption
expenditure rose further by 6.3% year-on-year in real terms, though the growth rate narrowed from
7.7% in the preceding quarter as the difficult global economic environment dampened consumer
sentiment. Overall investment expenditure rebounded sharply by 18.4% alongside further
economic recovery.
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LABOUR MARKET REMAINED TIGHT
5% IRy Rak

Seasonally adjusted unemployment rate
(three months ending)
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* The labour market remained tight. The seasonally adjusted unemployment rate stood at a low
level of 2.9% in August — October.

55 LiGdERrgat - FEMETRAVIERIE/\E 1 H i 2.9%HI{EAK- -

* The unemployment rates of the various major sectors stayed low in general in August — October,
with those of many major sectors recording falls as compared with the second quarter.
Employment income continued to attain decent growth.
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UNDERLYING CONSUMER PRICE INFLATION
STAYED MODERATE IN OVERALL TERMS

BXARMRERER TR

Composite Consumer Price Index (CCPI)
(year-on-year rate of change)
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] Underlying CCPI
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i Private housing rentals (Underlying CCPI)
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* Consumer price inflation stayed moderate in overall terms. The underlying Composite Consumer
Price Index (CCPI) rose by 1.7% year-on-year in October. Prices of meals out and takeaway food,
and clothing and footwear continued to increase visibly over a year earlier. Price pressures on
other major components remained broadly in check. The underlying CCPI rose by an average of
1.8% in the first ten months.
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FORECASTS FOR 2023
AS ANNOUNCED IN NOVEMBER 2023

CECEF+-ARABRHM T _=FERERA

3.2%
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Consumer price inflation
HEYEIEIRER
Underlying Z:AS 1.8%

Headline #2§& 2.2%

* Inbound tourism and private consumption will continue to underpin economic growth for the rest

of the year. As flights and other handling capacity continue to recover, more visitors could be
received. As regards private consumption, continued improvement in household income and
various activities that bolster the economy including the “Night Vibes Hong Kong” also provide
support. Yet, the external environment at large remains unfavourable. Factors including the
persisting geopolitical tensions, tight financial conditions and economic uncertainties would
continue to weigh on exports of goods, and investment and consumption sentiment.
SR TR ISR O B R A S 5 B I RIHVALRS & - BEE DL R HA PR RE 05
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» Taking into account the actual outturn in the first three quarters of 2023 and the near-term outlook,
the Government’s latest real GDP growth forecast for 2023 as a whole is 3.2%.
R % = = YN DR KA U % = A S A AR A
RN F3.2% -

* Overall inflation would stay moderate in the near term. External price pressures are expected to
soften further. While domestic business cost might face some upward pressures as the economy
continues to revive, it should remain contained in the near term. The Government’s forecast rate
of underlying consumer price inflation for 2023 as a whole is 1.8%.

ORGSR R B’ P DR A - SNEIERRER ) THIE I — 2P RS - BEE BRI
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ECONOMIC OUTLOOK IS SUBJECT TO
A HOST OF EXTERNAL AND DOMESTIC FACTORS
HENSKRT S EERATER

Heightened geopolitical tensions

WS BUA R ER

US interest rate level

EBFRAKFE

Soft economic growth of the advanced economies
FHELETRRG I R ER

Mainland’s continued economic recovery
PSR R S

Further revival of inbound tourism and local consumption
SHAS RIS R A g i 20 PR 1E

Looking ahead, the global economy will continue to face relatively large uncertainties in 2024.

JEEEERA > B T DU ERBR AT iR T AR EE P

Heightened geopolitical tensions may have a negative impact on global economic growth,
financial market stability, commodity prices, as well as trade and investment flows.

W BUEEEARGR - HIRIREUEE &~ SRTSRE - BmnER > LEE ZHREE R
AIREIE R A ISR

With inflation in the major advanced economies staying elevated and the US government debt
continuing to rise, US interest rates are expected to stay at higher levels for longer. This will not
only dampen demand further, but will also undermine economic confidence around the world.

7% FESELOR RS ER (IR S - I ESEEBUGHIEBFHE LT FET BB 4ERF
FEE K — B RN [ - EMEEE PRI K - ET BRI TSR E.0 -

The IMF forecast that US economic growth would slow from 2.1% in 2023 to 1.5% in 2024. For
the euro area, the IMF forecast that its economy would only register modest growth of 1.2% in
2024, though slightly faster than that of 0.7% in 2023. Facing a challenging and uncertain external
environment, Hong Kong’s exports of goods will inevitably remain under pressure.

(B0 7 TROBI S5 B S R b R — 2 = AR N2 1% 4% 22 2 —VUAFEHY1.5% - BROTE T H
BRI B TR LA A U H @15 1 2% BRI & - BRI B T = AEAY0. 7% B
Atk - S MNEERE TSR PRI A REE M - BB EY)H D H e T2 -

Strong economic fundamentals and various support measures should help the Mainland economy
sustain its recovery, benefitting different segments of the Hong Kong economy.

SR AL B A A S IR S P A B P B R 8 e - B & AEOE A R -

Inbound tourism and local consumption are expected to revive further.
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TOTAL GOVERNMENT EXPENDITURE GREW BY 292%
FROM 1997-98 TO 2023-24

— ANt/ NNEZRZ=/ ZNFEBFEMZEMN292%

$[t?i,"i3“ [ capital works expenditure

BT
a60, - HA TR (+239%)
388 i _— = [l Recurrent expenditure
780 | SR (+275%)
288 i [ other expenditure
PO HAB L (+490%)
450 | (mainly including non-recurrent
400 expenditure)
388 B (T FEIREFEB %)
250
200 I
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» Total government expenditure per 2023-24 Estimates is $761 billion, representing a decrease of
$49.5 billion, or 6.1%, against 2022-23, mainly due to the decrease in non-recurrent expenditure
of $80.8 billion. It has grown by 292% when compared with 1997-98 —

CEC= ) NFEEHERUF B S RT,6108 T c I E T =R
495{ZIT(206.1%) » FHEZ B IR E B SRV 78088 T - Bl -t L\
FEEELEE > BEH10292% ¢

2023-24 Estimate compared 2023-24 Estimate compared
with 2022-23 with 1997-98
CEC = IR ETHE TET=E /T URETEHER
BT = B— /T E
L Bt

Capital works -0.4% +239%

expenditure

EAR T2 2

Recurrent +3.8% +275%

expenditure

& H B 5Z

Non-recurrent -53.8% +520%

expenditure

FE &L H B 5L

Total government -6.1% +292%

expenditure

BURF 8B
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RECURRENT GOVERNMENT EXPENDITURE GREW BY 35%
FROM 2018-19 TO 2022-23 REVISED ESTIMATE
(2023-24 ESTIMATE OVER 2022-23 REVISED ESTIMATE BY 3%)
. BIE-A\/-NE-B- -/ =SEEIARRERNSEmMs
$ bilion (CE-=/—MEESER-E-" /=S E(ETTAE3%)
600
550 | 542.3

560.2 B Social welfare

& HF (+33.4%)
0 Health #4: (+75.2%)

500 |
450

400 r

350 L 8 Education &% (+14.3%)

300

250 | B Security fr47 (+24.8%)

20 a Others HiAf (+28.9%)

(Infrastructure, Economic,
Environment and Food, Support,
etc)

e &

£
BIEREW !ﬁﬂjﬁﬁrﬁg)

150
100

50

2018-19 2019-20 2020-21 2021-22 2022-23 2023-24

Revised Estimate
Estimate EE 12
EETRE

* Recurrent government expenditure per 2023-24 Estimate is $560.2 billion, representing an
increase of $17.9 billion (or 3.3%) over 2022-23 Revised Estimate. It has been growing steadily
since 2018-19 at a trend rate of 6.8%. The increase in recurrent expenditure reflects the
Government’s long-term commitment in improving people’s livelihood.

SR = T E TR B LS, 602(85T c i E T S =R THE
B 7O (T (203.3%) « [ T — A/ — JUFFEAE » BURF 6 3 [ 5% LL6. 8% FY i 31 59
RFBRD LT - &8 B SZHY I 08 S Wt BURFAE 02 R AR 5 Y & BRKIE -

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

R TR (oA RIS 7 A 3 S R A

2023-24 Estimate compared 2022-23 Revised Estimate

with 2022-23 Revised Estimate compared
TE =/ CIUEEEE with 2018-19
BT =FEE DB =FEEE]
sl THE HE
EL Bl — )/ — L
Eb
> Social welfare 1 & t& £ +14.1% +33.4%
* Comprehensive Social Security +11.0% +22.3%
Assistance Scheme/ Social
Security Allowance Scheme
25%/:.\ fa R IE 2B E &/ A
H AR < 5t &
* Other welfare expenditure +19.2% +56.8%
HoAth 1 A1 B 52
> Health fF 4 -17.8% +75.2%
> Education Z{ 5§ +6.4% +14.3%
Total recurrent expenditure +3.3% +34.6%
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RECURRENT GOVERNMENT EXPENDITURE ESTIMATES FOR 2023-24
—E =/ NEERREERAXEAR

$ billion
140.0

12108
(21.6%)

120.0

1044 B
104.0 B
(18.6%) (18.6%)
100.0 Other Welfare
Expenditure
it B A b2
754 B
80.0 48.0B (8.69%) 13.5%
58.6 B
60.0 (10.5%)
400 3508
(6.2%) 256 B
15.6%) 17.78 1778
200 (3.2%) (3.1%)
I
.
0 19y
0.0 I I [ JpR— [P | — L —
Social Welfare Health Education Support Security Infrastructure  Environment and Economic Community and Housing
HEEf [ #E ERBUARTS [ E¥ER  Food IBRREY &n External Affairs BE
HERHIBERE

Recurrentgovernment expenditure B 457 bH 37 : $560.2B

B (73.6% of total government expenditure of $761 billion {5 B {f Bl 7 #4%57,610{% )11Y73.6%)
$B = $billion {-{&T
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Based on the 2023-24 Estimates of Expenditure, the spending on Health (18.6%), Social Welfare (21.6%)
and Education (18.6%) together accounts for about 59% of recurrent government expenditure.

RIE T = /T EEHREZHEE - #42(18.6%) ~ (LG EA(21.6%) KFE(18.6%)
FIBH S - & SR &YE BUR 88 B SZ B BHAYS 9% -

As the economic recovery is still in its initial stage, and there is a need for our people and businesses to
regain vigour for being hit by the epidemic over the past three years. Having regard to the financial
affordability of the Government, we take a "moderately liberal" fiscal stance for 2023-24. More than 80
per cent of the resources involved for the budget initiatives will benefit the general public and small and
medium sized enterprises. We will support people in need to the best of our ability, and sustain the
impetus to economic recovery in moving towards high-quality development.

HI 7 H RS ek B AE 4GP B - T R AR AE = F BT BN TR E AR T - B BT
MBURIERE S ME B ==/ " UFEREERI " PREMRRE ) (U EEE - HEEE
Bl e &R - i\ g AET R P /NS E - HEEEDMER 2R @ REAHE
TR EEBFWREZIE - NEE&S T - CHFERERNSHERE -

To ensure fiscal sustainability, the Government continues to strictly control the growth of the civil
service establishment. The Government’s target of zero growth in the civil service establishment
remains unchanged in 2023-24. Ry WE
PRASEFEHY AT RHEM: - BUNF S BSEBSIER G BTN & - B = /T IUFEE » BUFEE
HEFF AT BRHIZ I RAVEE -

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. M

H S B AR A [ I R A O B ST B Y AR - R OrFr RN I BUT RFE MR i -
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INVESTMENTS IN CAPITAL WORKS

BEIREREAE

+{ET

160

150
) From [ 2013-14 From ] 2018-19 From [ 2023-24
Trend growth :
140 Malid gromeh NS 1 Pt to 7 2017-18 to 7 2022-23 to 7 2027-28

130 0.2% p.a. (454E) 2.7% p.a. (554E) 7.5% p.a. (454E)
120 :
e e B o ] i
2023.24

100 Original Estimate
BREE

=s (N(%Z)Z) (Note 3) $87.2B

80 (E3)

(Note 1)
50 GE1)

1997-98 2002-03 2007-08 2012-13 2017-18 2022-23 2027-28
Forecast
Captial Works expenditure e;&iﬁ‘,&ge
]
Note 1: Including the one-off grant of $21.6 billion prowdedtome West Kowloon Cultural District Authority EFLENE
i 1 BEARAXCRERERER216E T —RIBE -
Note 2 : Includingthe one-off grant of $13 billion provided to the Hospital Authority
i 2 BREAEREEBHRHEO 130T —RIBER -
Note 3 : Including the one-off grant of $10.3 billionto the Education Bureau on the Hostel Development Fund
it 3 : BEASFEEESRREZREA 103G T —IIREL: -

» The original estimates of capital works expenditure (CapWex) for 2023-24 is $87.2 billion.
The CapWex for 2023-24 has increased by about 5.1% when compared with 2013-14 ($83.0
billion).

SEC = /R EREARA TR FE R HE/ST2EIT c E = UE
FENREARA TR - —=/—MFEE (830{FT) MIN4ys5.1% -

» We forecast that expenditure will build up in the coming years. This is mainly due to the
Government's commitments for various major programmes such as the hospital
development plan, new development areas, etc. in previous years.

He AP FEAE R AR B A B AR TR G SC B AR B D 0 - AU 54 K E HE e
ZIAF SR TREGHE] - Pl Es b s et & - FramEs -




The CWRF has a balance of some $149.5 billion as of end March 2023.
readiness of individual projects are the major considerations alongside with

affordability in deciding our capital works programme.

CEC_F_HRER TR RS ERG R 1,495 o A HE H Y
g B R EESE > DU BUR B ARIERE IR R B AR AR AR 5T 8l iy £ 25 BN

=

* (CapWex as a percentage of GDP —
R T RE B SR E A A EE AR E AV 5 o0 Bl

Merits and

CapWex Nominal GDP CapWex

Financial ($billion) ($billion) (% of GDP)

year AT | AEAREERE B TAZRASL
A B (+{E70) (-+{=7T) (FHE TR A A A

ERYE 72 EE)

2013-14 83.0 2,138.3 3.9%
2018-19 78.7 2,835.4 2.8%
2023-24 87.2 3,039.0 2.9%
Original
Estimate
FRTEE

The trend growth & &4 £

Trend Growth (%)

BB R (%)
2013-14 t0 2017-18 0.2% p.a.
BF.0.2%
2018-19 to 2022-23 2.7% p.a.
BE2.7%
MREF period H Hf 78 JHI H#H [ 7.5% p.a.
(2023-24 t0 2027-28) 547.5%
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CAPITAL WORKS PROJECTS
BAXTEIEH

« 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 people’s quality of life.

Eﬁp;ﬁzﬁ&%i@ AN & RO SR - DRI EERESRF TN ETRAE
=

The capital works programme covers transport infrastructure, land and housing
supply, hospitals, education, cultural, sports and district projects.
EATHEAHOER@EERAR - TR FREMERE - Bk - 25 - b - BEK
e TIRFEHEH -

S

g o
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The Government will continue to improve people’s well-being, including investment in capital works projects.
The strategic infrastructure projects under way include:
%Hﬁ‘@lﬁ HETRAEEER > EFEEENEATHEEE L - SIEETIREEAREE |
1. Kai Tak Development {5 &% f2 51 &I
2. New Development Areas (Kwu Tung North and Fanling North and Hung Shui Kiu/Ha Tsuen)
WramE (ROEIE R sEIL - KRS/ ER)
3. Lok Ma Chau Loop (site formation and infrastructure works) 7% F& A Bt & (T HE SR8 Ky FLwE i
TH2)

Other projects with funding approved by LegCo include HAf T A @ EEEAYIE H 65 ¢

4. Land and housing supply — Implementation of Light Public Housing—the First Batch of Projects; Site
formation and infrastructure works for public housing development at Cha Kwo Ling Village, Kowloon
East; Site formation and infrastructure works for the development of ex-Cha Kwo Ling Kaolin Mine
Site (Phase 2)

TR ERAE - R TEYNR ) HE S HUEE -~ NERRREN NV ERRRE L L
P EE R ARSI TAR ~ B AR Sr = 28 BRI S e (55 1) Z TIP3 R A S it T AR

5. Health — Expansion of North District Hospital; Redevelopment of Kwong Wah Hospital, phase 2;
Expansion of Lai King Building in Princess Margaret Hospital

fRrde - JCEmBEbeimidEatEl - R e E RIS Y - IRt R A R

6. Education — The Hong Kong University of Science and Technology — New Research Building 2
BH - EAERERE — FkiHE 2
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Transport — Tsing Yi-Lantau Link — Investigation and Detailed Design; Improvement of
Lion Rock Tunnel — First Stage Design and Site Investigation; Pedestrian walkway system
between Hing Shing Road and Tai Wo Hau Road

R — FAREARBLEPEEE — B E ot Seardliaest ~ Wi LB EseE TR — EIEE:
asca T B A ~ BEEGHEE 228 K e L1 T N 24t

Sports, recreational and cultural — New Territories East Cultural Centre in Area 11, Fanling;
Open Space with Public Vehicle Park at Yen Chow Street West, Sham Shui Po; Quarry
Park in Anderson Road Quarry

IR~ FREERGGE — i 11 @ RO b0 ~ ZKIBEONE P AR R R A R
[ ~ ZEREARES OEAE

Drainage improvement works — Yuen Long Barrage Scheme; Drainage improvement works
at North District — phase 1; Improvement of Yuen Long Town Nullah (town centre section)
PRKHFILEER — JeRARTAUEETE] ~ JCEEPRKERI AR TR — 5518 ~ JTRHTHZR
B TR E LK)
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TOTAL REVENUE GREW BY 128% FROM 1997-98 TO 2023-24

$b|||12n nnt/nr\g_g—_/—EEE"&AEDU"ZB /°
+ExT Percentage of revenue items to total
750 revenue in 2022/23
700 | 6536 20221234 4B AT I {6 B AT 531
650 | - 620, 6424 Capital revenue JEEEELA
B0 N9 [ Land premium (11.2%)
I — U
550 = [ Other capital revenue  (6.2%)
500 | B HAFRETEBA
4553 4500 5
450 | 377 == Operating revenue €011 A
400 u 2 stamp duties (11.3%)
358.4 e EifeiR
350 7\ 3184 p—- 76
300 | 2812 - [ | Inv_estment income (10.3%)
250 | e — SR,
2073 B Profits tax (28.0%)
200 r 175.6 FSH
150 B salaries tax (12.8%)
100 | FriEi
50 | [ Other operating revenue (20.2%)
(Fees and Charges,
General Rates etc.)
1997-981999-002001-022003-042005-062007-08 2009-102011-122013-142015-162017-18 2019-202021-22 2022-232023-24 HAEE A
Esgg‘e (BTANE - —EE)
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.
B AHRE BB R R BANESFS f&ﬁl&é@’&i@ﬁ @&AMM/L&T T
(S billion (%77 2019-20 2020-21 2021-22 2022-23 2023-24 Estimate
Amounts brought back from Housin g}Ze erve 55%@%@%&@ 212 220 231 244 -
Cumulative investment return of the Future Fund brought back 3B FF B3 {TRaT25F - - 250 350 49.0
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Profits tax has been our largest operating revenue. It varied from $37.7 billion (1999-2000) to
$174.2 billion (2022-23).

%Ufﬂ" & U i KHYEE 2 AR - SR P37 R (— UL EETEE)
B11,742{%7C (—;?:Z/ZZEEF“)ZFE?

Salaries tax varied from $24.8 billion (1999 2000) to $83.0 billion _(2023 -24 Estimate).
%ﬁ%gﬁ%lﬁv\ﬁ?%fﬂgm(—hﬂh CETTEEHEFEIL(—E = S M
BZME

Stamp duties varied from $7.5 billion (2002-03) to $99.7 biilion (2021-22) .
EIFERUI AT TS RT(CEE /B4R #99.7[fn(—E —— /T E)Z M -

Other operating revenue includes general rates, bets and sweeps tax, fees and charges, etc. It
varied from $63.5 billion (2003-04) to $144 billion (2023-24 Estimate).

EL AL EU A Bl ~ 8 RO ~ S HBUFWE S - WA TF635( (=
= BIUFRE)ELA40ETT (CEZ= /T MEETRR) 2 M -

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 $63.8 billion
(2022 23) (Note).

TEBCFEMNA B o PR E LR - AR AR R R R e R A B

T AR BT AR EN GEEWA B R BRI BUEE (R (B S N AL P iSAUT
é{)) B AN T LI T B —F, — N B638 (T (B — —/ — =) 2 ]
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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 Housing Reserve at around $90.7 billion has been fully brought
back to the Government’s accounts over four years from 2019-20 to 2022-23.

5B AE S —HEER E —NEEREK > B4R
&2 53 /%‘UH?2751%‘75)524§2F‘71:§55ETB({D%%E’J& S AGFIAEINEE S > G
EffES - 2RL0ETHEREF SR T/ S REEE - /TS
FET VU BRI IR H -
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VOLATILITY OF GOVERNMENT REVENUE

N
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Estimate

* 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
2023-24 (estimated) total government revenue.

WARZENATE > R A BUE B 2R PR - FIGHR ~ Frfefi ~ ENfERernsth (B A - &4
REWE=E =/ VIR EBFTRE A AHI66% -




REVENUE ESTIMATES FOR 2023-24

—EC-=

“MFEEBRARE

$
170 B
180 - (26.5%)
160
140
120
88 B 85.0 B
100 85.0 B 83B
(13.1%) (13.2%) (13.2%) (12.9%)
80 66.4 B
(10.4%)

60 -

10 | 2848B 276 B
(4.4%) (4.3%)
9B

20 4 - (1.4%)

0

Profits tax Other operating Land premium Stamp duties Salaries tax Investment income General Rates Bets and Sweeps Other capital
Flsm revenue LU TN EMTERR FiEw #REUWAN —fpEm Tax revenue
EftEE B A ¢ BERERR HitIEE B AH
A Investment Income * Other Operating Revenue # Other Capital Revenue
REEA: HibSZUA: RIS ZEA:

Including investment income brought back from the Future
Fund

B REEEIRATTERA

Including duties on dutiable commodities, Government rents
motor vehicles first registration tax, fees and charges, etc.

BRI RTUE - T - SEEREDR - SEBNREE

Total government revenue FFGFLMULA : $642.4B

$B=$billion |-{& C

Including revenues from government funds (e.g. loan
repayments from Loan Fund, dividend and interest income from
Capital Investment Fund, Mark Six Lottery from Lotteries Fund
etc.) and amounts recovered from Housing Authority etc
ERENEE ESEEZMEER  EFNREEEZRER
FBH - 185 EE 7 NEFAGRRAE) MIRAREERES
[EIRIRRE %
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* The seven major revenue items are profits tax (26.5%), other operating revenue (13.7%),

land premium (13.2%), stamp duties (13.2%), salaries tax (12.9%), investment income
(10.4%), and general rates (4.4%). Together they account for 94.3% of total government

revenuce.

I £ FUAIE H o3 Bl B S5 (26.5%) »

EIFERR(13.2%)
W AHI94.3% o

HAIRL =

SA(13.7%) ~ HH LISU\(B 2%)
BTEERL(12.9%) ~ FEBA(10.4%) FI—fGEEH(4.4%) >

*  Other Operating Revenue of $88 billion includes fees and charges ($17 billion), duties on
dutiable commodities ($13.4 billion), Government rents ($12.8 billion), motor vehicles first
registration tax ($4.8 billion), utilities ($4 billion) etc.

LA **LKZ/\Z%SSOF_ & T RIESTHBIFIGEE(170(87T0) ~ FERRTR
CREE KGR (48(E

iﬂﬁﬂ(lzs BT

BIT) ~ AHEEAOE

i IE(134(870)
EVINE R
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. Other Capital Revenue of $9 billion includes -
HIEL=SUA B0ETT » & P EE -

»  General Revenue Account $6.1 billion
BURF— AR B 6 1{EIT

» Loan Fund: Loan Repayments $1.2 billion
B (HENER 12{57T

» Capital Investment Fund: Dividends, Interest and Other Receipts from $0.6 billion
Investments/Loans 68T
BEAREAS: RERE ERHRE. ~ FIEREAUA

» Lotteries Fund: Mark Six Lottery $1 billion

B4 NO A 10f&7t



SALARIES TAX F{E

2021/22 (Year of assessment R )

Only 49% of working population were assessed as salaries taxpayers HE49% T{EA O EEFFEIRINIRA
Top 5% taxpayers bear more than 58% of salaries tax revenue E5%4/FR A E4FEE58% EFZETRUTA

Taxpaying popuiation #ifi A %47 : 1,807,000%

Annual income ($) No. of taxpayers % of total salaries tax* yield Average tax payment*($)
EHEUAQCL) NS [ # R SR EE T H oyt e (o)
>2,000,000 60,000 (3.3%) 49.6% 664,350
1,000,001 to 2,000,000 155,000 (8.6%) 26.0% 135,110
700,001 to 1,000,000 208,000 (11.5%) 13.3% 53,770
500,001 to 700,000 274,000 (15.2%) 7.5% 26,670
400,001 to 500,000 227,000 (12.6%) 2.5% 13,320
300,001 to 400,000 324,000 (17.9%) 1.1% 6,000
200,001 to 300,000 385,000 (21.3%) 0.0% 710
132,001% to 200,000 174,000 (9.6%) 0.0% 0

~ Of the 3,670,000 working population, only 49% were assessed as salaries taxpayers. 7£3,670,000 TfEA R » HE49% B AT EMATRA. ©
* After the one-off 100% tax reduction up to $10,000 & RS 100% 57 £ (PR 2,110,000 70 )iEHE12
# The basic allowance for individuals in the year ofassessmem 2021/22 is $132,000

2021122874 ey E A B A & TREE A 132,000
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In the year of assessment 2021/22, of the 3.67 million working population, about 1.81 million or
49% of the working population were assessed as salaries taxpayers.
T~ T OBRBEE  RBAE3CTE LA  Egy1815E A(TIE AW
49%) #e et Ry BEFR TN

Of the 1.81 million salaries taxpayers, only 953,000 taxpayers need to pay salaries tax after the
one-off 100% tax reduction up to $10,000.
FELI81E L B fi A » 953,000 408 A AE B it — Mk 52 100 % F5e 7 (L
PR %5 10,0007T) 5 )it 1% 7H 4 4 R -

Of the 1.81 million salaries taxpayers, the top 5% taxpayers (i.e. about 90,500 taxpayers)

contributed 58% of the revenue from salaries tax.

Y/%Elg VE L BRI G % HY5%(4990,500 ) T 4 1Y 5 K4k 3857 122 5 U
J58% -
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PROFITS TAX F|&:

2021/22 (Year of assessment FRf7 11 %)

Only 10% of registered corporations and 13% of unincorporated businesses were assessed as profits taxpayers
HE10% AT R13%IEEEEB R RFISIRMIRA
Top 5% taxpayers bear about 90% of profits tax revenue E5%44FR A 141490 %F ([15FRUL A

Assessable profits ($) No. of businesses? % of total prof|ts tax yield  Average tax payment* ($)
HESTARFIEOT) AEIEE (GRS AR5 BYE 7t PR OT)
>100M 1,400 (0. 9%) 69.7% 84,658,690
>50M to 100M 1,100 (0.7%) 7.7% 11,299,220
>30M to 50M 1,300 (0.8%) 5.0% 6,207,030
>20M to 30M 1,500 (0.9%) 3.5% 3,869,160
>10M to 20M 3,700 (2.3%) 4.9% 2,161,870
>7.5M to 10M 2,100 (1.3%) 1.6% 1,282,560
>5M to 7.5M 3,700 (2.3%) 2.0% 862,000
>3M to 5M 6,400 (4.0%) 1.9% 493,300
>2M to 3M 7,700 (4.8%) 1.2% 253,320
>1M to 2M 16,100 (10.1%) 1.3% 129,570
>0.5M to 1M 18,600 (11.6%) 0.7% 62,190
1t00.5M 96,600 (60.3%) 0.5% 8,320

 Registered corporations and unincorporated businesses: 1,548,000, with 160,200 (10%) assessed as profits taxpayer

FEMR AR AR AR, ¢ 1,548,000 » 1160200 (10%) k& RIISRAH N

-~ After the one-off 100% tax reduction up to $10,000 ‘B }s—=1 Vi 100%3a27( LB %,10,00078 )5

21

In the year of assessment 2021/22, there were about 160 200 taxpayers under profits tax in
Hong Kong, including 121 800 registered corporations (10% of the total number of 1.26
million registered corporations) and about 38 400 unincorporated businesses (13% of the total
number of 0.29 million unincorporated businesses).

f_;i@_g/::u%i“ﬂif“ Z&f%ﬁ 29160 2007 M ERARMA, EREIE121
8005 EEM A E (EEEMAFMEEI26E K AI10%) K38 400K IFEEEF ((5IF
B §ﬁ29%§9’31 3%) .

Of the 160 200 taxpayers under profits tax, only 112 400 taxpayers need to pay profits tax after
the one-off 100% tax reduction up to $10,000.

FE160 2004 FF AR A 2 > HAF 112 4004408 AAE B it — ZXMERC R 100 %55

K (PR F510,00075T) 7 Jifi 1% ZH 4 TONCI

Of the 160 200 taxpayers under profits tax, top 5% (i.e. about 8 000 registered corporations
and unincorporated businesses) contributed about 90% of the revenue from profits tax.

FE160 2004 FI F R AR N T > SR 25 7Y 5% (498 000 Rt &) KA EIZER)
FIT LA A R AR AL FS R UL A €990% -
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RESOURCE ALLOCATION PRIORITIES IN 2023-24
" NFEERDEEREER

—E”=

Total government expenditure estimates: $761B

BUR B Sz S8 3T 7,610f55C

$ billion
1400
1290 B
(17.0%) 12488
—1 54%) 4478
1200 | {15.7%)
1000 88.7B
(11.6%)
83.08
(10.9%
800 | 7058
(9.3%)
—
0.0
00
200
00 =

Social Welfare  Health Education  Infrastructure  Support Economic
G s F #E B v % o

$B=Sbillion +&x

66.0 B
(8.7%)
466 B
(6.1%)
298 8B
(3.9%)
798
(1.0%)
Security  E Community Housing
d Food  Extemal A 3

Targeted measures

ST EHERTIE

Including f:1§5:

Post-epidemic recovery measures: “Hello
Hong Kong” , “Happy Hong Kong”, earmark

$100 million for attracting mega events etc.

szmafﬂfn {riF - &#, -~ "L
7 - HE —(EICFHA IR EAE

BT

Consumption Voucher Scheme ($5,000)
JHER RG] (44%85,0007T)

Life Technology and Artificial Intelligence
(Al): set aside $6 billion to set up Life and
Health Research Institute(s) and earmark
S3 billion for the development of frontier
technology fields such as Al and quantum
technology ’l-‘.xﬂ?ﬂ?-‘i*«i/\Tf&’é‘b‘:: b5 fanyAy
{8 C e L4 dn (R TR i R 78
=10 Lﬁtﬁﬁ )\T B - RTHEF
AR R

23

The 2023-24 Budget contained five key directions —

- Gearing Up for Speedy Recovery on the Path to Normalcy;

- Opening Up New Horizons Together;
- Actively Align with National Development Strategies;

- Building Capacity; and
- Governing for the People.

The 2023-24 Budget had introduced some targeted measures, which included one-off reductions
and waivers of taxes and rates, a new round of the Consumption Voucher Scheme, measures for

attracting mega events, “Hello Hong Kong”, “Happy Hong Kong”, promoting the development of

Life Technology and Artificial Intelligence etc., to support people and enterprises and boost the
momentum of the economic revival. The total value of the 2023-24 Budget proposals amount to

around $67 billion.

CEC= /T NFEEMBEIREE

- BE T iRk
- I:EFREEH;

- TR 57 A R S
- BlERE; DK

- JEEUAR -

CEC = M BIRE S

e —

B E T (ERH SRR - G

ST EIERRNE - AR — R S 2 A TR~ B —

B ora T E] ~ S RIS ACE IR TR » rfTﬁ? wAE rEﬁL)%§ﬂ§J B
PR T RER 3RS - ISR R SE - 2]
W PR R A B B f670fRT

TPHE BRI -

=/ " IUEE
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Hong Kong has to better capitalise on its advantage as an international I&T centre. Apart
from strengthening co-operation with the Mainland and overseas, we should also make good
use of the vast Mainland market as well as the regional advantages of the GBA. Furthermore,
we have to pool the efforts of Government, industry, academic and research sectors to
commercialise research and development (R&D) results and promote the development of
I&T industry. To seize the immense opportunities arising from the 14th Five-Year Plan and
the GBA development, additional resources have been allocated in the 2023-24 Budget to
actively align with national development strategies in various areas, including International
Innovation and Technology Centre, International Financial Centre, International Aviation
Hub, International Maritime Centre, International Trade Centre, Centre for International
Legal and Dispute Resolution Services in the Asia-Pacific Region, Regional Intellectual
Property Trading Centre, East-meets-West Centre for International Cultural Exchange and
Development of the Agriculture and Fisheries Industry.

EAREEEIE R T BIEARTRHL L BUESS - R T IITEREEN M RO NS AE -
FE N RER A TS FIEME R B &N &IE(ES - SSEBESHI & - 3R
WRCR P an(E - HEBNEIR R SRS e - RiliE (HIUTEE]) MIREEEET 2R
AYEAME » B = VUM TR MR R - S B E A [
SR 5 PR Bk o BLFEEPR AR UL ~ BIFRER 0 ~ BIFRMTZAE - BIPRATE S
O~ BIFRE S0 ~ s REEFREAE R P R o0 ~ BIRREREREE 20

HANSABERg 3 0 RO R S -

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 RBLBEBURE » WMEDE R MBS EN - TS BCRIVEA G iR
HEQ) L o BRI KAV AR ETITRES - DL EF B H FHAETITIEESE 7870 28 #5 -

SEBIRTISECR - AR IEEL - fEERE o 140 - EEAE NS BIE B
g HERINES - IRRGEME - S2HEIEERE - SRy -
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INCREASE REVENUE 1&11U& A

» Wewill introduce a progressive rating system for domestic properties, with effect from the
fourth quarter of 2024-25 tentatively, to reflect the “affordable users pay” principle.

FRA'ET 512 2024-25 P SE VUF R E €IS | A REEaHRE - DHSIR "REE ST, BUE
Al -

* Wewill from 2025 onwards implement the global minimum effective tax rate in accordance
with the BEPS 2.0 proposal promulgated by the Organisation for Economic Co-operation
and Development, and introduce a domestic minimum top-up tax to protect Hong Kong’'s
taxing rights.

BARE 2026 AR LM S LS R 4R &R\ THHYBEPS 2.0 77 8 SRR EIERE DL
R EBA M B R - DLORMEF B ERHE -

——  Others HAif,

» We have imposed an annual special football betting duty of $2.4 billion on the football
betting conductor for five years starting from 2023-24.

ﬁzﬂ"JE'tH LT = T DU RS ) B BRI T FR R BT 24 8 TRV ERY NE BRI - B A
LA
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* In the 2022-23 budget, the Government has proposed introducing a progressive rating system
for domestic properties, with effect from the fourth quarter of 2024-25 tentatively, 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.

B FEMBFERE  BUFERRE ER E N RS VIR AR
FEVIES A B ZaEIRE - DIFRESR L T aE& 2, AYJRAN - THET4Y42 000(E (L)
Ez B (SRR NEEYEENREEI T 02— BURFIAEFE a1 TR T8
7‘[: o

In the 2023-24 Budget, the Government announced that Hong Kong planned to apply the
global minimum effective tax rate on large MNE groups with global turnover of at least 750
million euros and implement the domestic minimum top-up tax starting from 2025 onwards. It
was estimated that the domestic minimum top-up tax would bring in tax revenue of about $15
billion per year for the Government. The Government will launch a consultation exercise in
mid-December 2023 to consult stakeholders on the implementation details of the global
minimum effective tax rate and domestic minimum top-up tax. The consultation exercise will
run from mid-December 2023 to mid-March 2024. Having regard to the feedback to be
collected through the consultation exercise, the Government plans to introduce into the
Legislative Council (“LegCo”) the legislative proposal in mid-2024 to give effect to the
necessary legislative changes.

BT = TV BREE ﬁﬁﬁﬁé%ﬁ%ﬁ_v_ﬁitﬁ =t - CEYly
CRATEBOTH RIS E (RS E F i 2 PR R E R » DURGEE AR R KA 2
&H@?FhKﬁ?ﬁﬁﬁﬁiiT%ﬁﬁ%%@—ﬁﬁ+ﬁmﬁW BURR —E
=F T H TR B R B PR SN A e (A e M Y B e A BT R B 3 - sayiiE —
ZO =R ECED EE H¢°W%E¥£I¢W SIVER,  BUFETEIRN —E
TFE PR EIESRAILERES - DUREIRINALIES

o
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e In the 2023-24 Budget, the Government proposed imposing an annual
special football betting duty of $2.4 billion on the Hong Kong Jockey
Club under the Betting Duty Ordinance for five years starting from
2023-24, while the current betting duty rates remain unchanged. In
formulating this arrangement, we have given due consideration to the
intense external competition facing by the local betting business. The
Hong Kong Jockey Club has also undertaken that the proposal would not
reduce its commitment to local charities.

FEoEC= /CHFEEVMRERE > BUFESEE E =/ AF
JEEfE (1% %MW>TW§%%%ﬁﬁWt$_+@ﬁﬁmrﬁ
SNEEKTERAE - R/EALAE - MEA KR AS - BLER
/\3§ﬁ§1§é§ﬁ§' R HHYIMER ST %?é%%%ﬁ%‘ijTiR*”7F‘k
Jak/ U HABS AR 2= SRR ARE -
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CONSOLIDATED ACCOUNT FROM 1997-98 TO 2023-24
$ Billion _nnt/nl-\gzg:E/ZEEH"JﬁemEE

+ET
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850 b8

350 2812

1489
150

54
23, . i
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50 l 100 24 140 . l 218 144 I
. gl § I
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-50 232 s B ™= o
o L 401 S44

-150

250 |

-350 -
97-98 98-99 99-00 00-01 01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 08-10 10-11 11-12 12-13 13-14 1415 1516 16-17 17-18 18-19 1920 20-21 2122 2223 2324

M Consolidated surplusiete ) ERE&EERC —— Government revenue(¥et= 1) FrRRE A GH1) '

B Consolidated deficittet=1) Y =2l — Government expenditureNete 1) ErFFRAZE 41

Note 1 Includ_ingissuance/(repaymenl) 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.

BUSTIoRAE — BRI N 2 2 WGP - REMS - IEARVEER - £ RFREN
TARECH 7o e EIRAVERS - BUFTROVEEEER - Sl OB (@ K ARt - 10Re
MIEE T DIEHER ARG Z5F -

The consolidated surpluses / (deficits) have included the net proceeds from
issuance/(repayment) of government bonds and notes:

SRy ORY) Bt RBUFEZR KEBRSETT, . (HE) F50H

2023-24
$ billion +(&7T 2019-20 | 2020-21 2021-22 | 2022-23 | Estimate
HE

- Bonds and Notes {5 J Zifi% (6.3) (19.3) (29.1) (66.0) (64.2)




FISCAL RESERVES B I (%

(in terms of number of months of government expenditure 2R EFHZBE)

ﬂ_Bf%y;?_Gn No. of months H £}
320 30

280 <—— 28 months {§ 5
240 | \ /\

200
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40 I 100
0 } =y
739 -
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75.1 73.7 sso
.86 648
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- i
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12 months {@ 5
(OEFZRTRE)

-122.3
200 13 months {§ 5 I T .

22325 12 months
280 Vo]

9798 9899 99-00 00-01 01-02 0203 03-04 04-05 05-06 06-07 07-08 0809 09-10 10-11 11-12 12-13 13-14 1415 15-16 16-17 17-18 18-19 1920 20-21 2122 2223 2324
Estimate

s Consolidated surplus ™= V47&7@#k(=")  wmmm Consolidated deficit (Note 1) &g (=t

—4—Fiscal reserves in terms of number of months of government expenditure BB il & H BUFBAZAT H 81

Note 1: lnclgding issuance/(repayment) of government bonds and notes
SE1EERT/ (RE) BT EFRTISNI0E -

In 2022-23 and 2023-24 OE, the Fiscal Reserves are equivalent to 12 months of government expenditure.

SR SN T =/ PR R TE R R B AR E R 124 H HEUEBESL -

Financial Year Fiscal Reserves Nominal GDP Fiscal Reserves in terms of
B R TG | AR % of GDP
(8 billion +{&7T) ($ billion +{&7T) ﬂjﬂiﬁﬁfﬁ HER
AR EARER H 57 B
1997-98 457.5 1,373.1 33.3%
2022-23 834.8 2,818.0 29.6%
2023-24 OE 780.4%* 3,039.0 25.7%

* The estimated fiscal reserves balance has taken into account the financial results of 2022-23.

MG FHTHRAEEREat 52022-23 S RERIBHIRN -

* From 1997-98 to 2023-24 OE, the fiscal reserves in terms of number of months of government expenditure
are as follows —

NN /NN EZE = IUE R R AR - B E BB SR H 80 T

Financial Year Bf & 97-98 | 98-99 | 99-00 | 00-01 | 01-02 | 02-03 | 03-04 | 04-05
No. of months [ # 28 22 24 22 19 16 13 15
Financial Year IABUEE 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 i EUFEE 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 14

Financial Year {4 RS 21-22 | 22-23 23-24 OEJHZRFEEL
No. of months H #% 17 12 12

We have achieved budget surpluses for 18 years from 1997-98 to 2022-23. But budget deficits had beset us
for nine years in 1998-99, 2000-01 to 2003-04, 2019-20 to 2020-21 and 2022-23 to 2023-24 Estimate due to
economic downturn or the impact of pandemic.

—hhts jL/\E_?:: T B/ RS BE R - " £/ TUL
“EEE /B 5 BB= /TN _F S BE B F/ - RE /=g %
—=/ :Efﬁg(?ﬁ#)ﬁﬂ%ﬁ HIPEOB AN Sz B R - ISR T IV BORT -



2023-24 MEDIUM RANGE FORECAST (AS AT FEB 2023)

202324 ERHIEA (CE-=F_ABHANE)

(Smill E57) 202324 2024-25 202526 202627 2027-28
(Smilfon) (172 Edimate 5. Forecastf#| Forecast 77| Forecast7l Forecast 7
Operating Account 2]

Operating revenue 2 A 536,822 607,140 656,445 683,724 732,165
Less: Operating expenditure & : {2 2[5+ 629,484 612,200 629,700 656,600 686,900
Operating surplus/ (deficit) FSK& (£7) (92662 (5,060) 26,745 7124 45,265
Capital Account FEF =[]

Capital revenue FE 21y 105,590 125,337 139,833 157,867 165,586
Less: Capital expenditure # : JEI 2% 131,495 152,563 160,485 164,295 162,258
Capital surplus/ (deficit) FEF SR (A7)  (25909) (27,226) (20,652) (6,428) 3328
Consolidated surplus/ (deficit) before (118,5%7) (32,286) 6,093 20,696 48,593
issuance and repayment of bonds

ASTARITREERRORNE G BB (K

7

Net proceeds from issuance and repayment 64,200 41873 B225 51,253 51,292
of bonds

Consolidated surplus/ (deficit) after (54,367) 9,587 39,318 71,949 99,885
issuance and repayment of bonds

Cat ARTIRBEEHRANEG KR (&

7

Interms of percentage of GDP 1.8% 0.3% 1.2% 20% 26%

28

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 2023:
A

We forecast in 2023-24 a deficit in the Operating Account and Capital Account. The forecast
consolidated deficit amounts to $54.4 billion. The estimated deficit in 2023-24 is mainly
attributable to reduced revenue amid economic downturn and increased expenditure for
supporting people in need and sustaining the impetus to economic recovery in moving towards
high-quality development.

WM HE T = /IR EIRH RIEEEIRE & HRRY - THEHSF R R
S44ffoT - B =/ TIIFEENTHEIRY - EEBERBIFILAZ LR EM Mk - DUk
b2 BT AR A fE E YT R AR COR WIE 2 F5% > INEEEREN ST > SRR B EEE
SRR

It is forecast that the deficit in the Operating Account and Capital Account in 2023-24 will turn
into a surplus since 2025-26 and 2027-28 respectively.

st “E =/ TR RCEIR B RIREEIRE R » R E B R TRNFE R
Tt T\ ERG T R R ER o

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

AT SRR FRERE 3 [ BRI H AR B Rt E e -

34



Latest outlook:
BOFTHT & ¢

As Hong Kong’s overall economy and capital market performance is weaker-than-expected this
year, the relevant government revenues such as land premium and stamp duties will be inevitably
affected. With revenue lower than budgeted, the consolidated deficit of this fiscal year is
expected to be higher than the $54.4 billion estimated when the 2023-24 Budget was announced

in February 2023, which may be over $100 billion.

SR & RGO R E TSR A & - AHRARYEUR L[ﬁl/\ﬁﬂﬁﬂiﬁsz JENTERTEE
RZEE o FEUALETHE RV DEVER T ?E%fzﬁﬁjﬁfﬁfﬁéﬁé%’é\iﬁi?% =AM A
1620232447 (METHRZ) FHERAYS44E5T » 5@ 1,000(87T -
Published in 2023-24 Budget
A —E = IR BFHE R
($million) 2023-24 2024-25 2025-26 2026-27 2027-28
BEIT Estimate Forecast Forecast Forecast Forecast
HE FEUH] TR TR FEUH]
Gross Domestic Product 3,039,000 3,221,400 3,414,700 3,619,500 3,836,700
(calendar year)
A AR EHE
(FEFET)
Fiscal Reserves at 31 762,966 772,553 811,871 883,820 983,705
March
AT
FEHzEz=H=1+—H)
In terms of % of GDP 25.1% 24.0% 23.8% 24.4% 25.6%
izl NN Y= )
E17EE
Public expenditure 810,540 815,728 847,712 887,361 918,682
NFEFAZ
In terms of GDP 26.7% 25.3% 24.8% 24.5% 23.9%
= I AR Y
EI7EE
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CHALLENGES
AHEAD

ARIRAIHER
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FACING THE CHALLENGES JE %fHkER

Heightened geopolitical tensions &% BUAS AR
US interest rate level and economic situation of the advanced economies = ] Fi|4% /K M- R15G HE L 758 () L4 0
Pace of the Mainland’s economic growth A A R IR0 1R
Pace of the further revival of the local economy A £ e — UG AR

Short to medium-term %j 11 1] Long-term = 1]
Expanding economic capacity * Improvingpeople’s livelihood + Substantialinvestmentin land
REASORA R BeEmAS supply and economic development

il £ JHE Ky 455 5% e

)
Strengtheningeconomic competitiveness *  Fiscal sustainability

L R ) ) BT RrEE « Ageingpopulation
NEFST o

Finding new growth areas + Challenges broughtby technological

% Ji 39 RS S advances/innovation « Climate change

FERERAEY /T e B 22

30

Macroeconomic Factors

N YN

Heightened geopolitical tensions may have a negative impact on global economic growth,
financial market stability, commodity prices, as well as trade and investment flows.

M PUEREETR - PRI R - SRITSRE - BnER - DLEEHNREERH
AIREIE R A ISR

US interest rates are expected to stay at higher levels for longer. This will not only dampen
demand further, but will also undermine economic confidence around the world.

THET BB R RSP — BRI R AR - B NMEEE ISR - hgfTee
FEHEORE L -

The IMF forecast that global economic growth would slow further from 3.0% in 2023 to 2.9% in
2024. Facing a challenging and uncertain external environment, Hong Kong’s exports of goods
will inevitably remain under pressure.

BRI O R BRECR I R B = FAY3.0% 20 4R £ 2 TIUF2.9% o mE Ik
BRI OB E I - AN EYH R G B -

While inbound tourism and private consumption continue to recover this year, they have not
returned to the pre-pandemic levels. Thus they are expected to revive further next year as
handling capacity continues to strengthen and household income continues to increase, though the
extent of recovery will depend on factors such as consumption sentiment and patterns of residents
as well as the attractiveness of products and services, etc.
SEFIBTRIEERNIL NN B ME AR (R &k - (HERBAEENEERINY K » HIL - FERERTRE
TEENE AL P U ATFERE T - A0S - SEPRIRIEAR R R i B YO
BREATIET - DUREE SIS [T FE R -

37



Short to medium-term challenges %5  Hi kiR

The Government is committed to:

BURFEE7:

Expanding economic capacity

RAKBEE

*  Dbuilding capacity for economic development through overcoming the constraints on our
workforce and land supply.

RPN B N O R R RIS BB S RAE A& -

Attraction and retention of talents

R5| REENT

To create strong impetus for Hong Kong’s growth, the Government will continue to
formulate an array of measures to trawl for talent, including enhancements to various
existing talent admission schemes to proactively attract talent around the world to Hong
Kong.

By TR E S EENRE - BUNGEEGRIESL — 25 TR it - BiEA SR T
AAAGEETE] T IRERRSE ) FEIREARGE I SR A S -

The Government will continue to fully adopt the prevailing strategy of trawling for and
retaining talent. At the same time, the Government will continue to nurture local talents,
strengthen labour training and enhance the productivity of our workers.
BUEEERTER THRAT - AT R - FREEAMA - 8RS TR
dll > R AT TAES] -

Land supply
LHEE

More than 7 000 hectares of land supply will be available in the 30-year period up to 2048.
Netting the projected land demand, there will be a land reserve of at least 1 000 hectares.
For the coming ten years in particular (2024-25 to 2033-34), the supply of developable land
will reach 3 370 hectares, including no less than 1 400 hectares in the Northern Metropolis
and about 400 hectares in the Kau Yi Chau Artificial Islands.

HLZ20484F1Y 30 FEHA - A E 7 000 BT E > A THET AR SRR 0 1]
FEILE/D 1000 Z A HAY LR o R (R12024-25522033-34 50 1) m] (I 58 % £- 30
AU FE R 2E 3 370 AN - ETRR/DHY 1400 AEAH T IEEEGE , o AL 400
SNEARBEIREMALS

The Government targets to complete the formulation of all land use and development
proposals of the Northern Metropolis in 2024, commence land resumption by 2027, and
form 40% of the new development land and complete 40% of the new flats by 2032.

BURHY HEEEAE2024F 52 k5T T ALEE & & | AirA Lt RIS R T 5§ 202745
Z AT 5 2032558 2 Fij 56 - R VU BA T 48 Jeg + 3R U BTG BT -



Attraction of enterprises and investment

HRET[E

Hong Kong is one of the most competitive economies in the world. It also serves as an
important gateway connecting the Mainland with global markets. We will sustain our
efforts to attract enterprises, investment and talent to strengthen Hong Kong's
competitiveness in view of the fierce global competition.

BRI EBFINEE R L —  INEN R EIR TSV E G L - R
BEe - WMEEEHmES &S 14 (bE SRR -

The Government will continue its endeavours to attract enterprises, particularly those
pertinent to Hong Kong's development as the “eight centres”, including key enterprises and
leading representatives in advanced technology, innovation and strategic industries.
BUSGEEAME - Rl T Okt ) EAHEBARY B3 - EfEst ¥ e Ry =
BLAZE ~ 1730 ~ AR FISRIS 1 T5E

Strengthening economic competitiveness

AR YL )

sustaining our institutional strengths.

HERFIRFIRYRIEIESY -

Institutional strengths

FE1EE

Hong Kong’s competitiveness is underpinned by the unique institutional advantages under
“One Country, Two Systems”, including the rule of law and judicial independence, the
continuation of the common law system, a favourable business environment, an efficient
and clean government, a free trading and investment regime, a simple and low tax system,
and the free flow of capital, talent, information and goods etc. While consolidating our
institutional and competitive advantages, the Government will endeavour to further
enhance Hong Kong's competitiveness.

TSR AN T —ERH L TEVER RIS ES - GiEAE R ENEEIL - &
EETIEE - BREFAVEREE - SRERENBUN - BHIVE ZETRE - G
AR AR ~ LREVIEAT ~ B RENEFEEERZEHRESE - (£EEE
S IR FHESSEN - BUN & 20— &R 77 -

Finding new growth areas

BT RES

adopting an industry-oriented development approach.

DIEESEE R Ry S e T -
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An industry-oriented approach

R

The Government will adopt an industry-oriented approach to drive development, with a view to
expediting the growth of sectors in which Hong Kong possesses a competitive edge (such as
finance, trading, logistics, shipping and professional services) and exploring new areas of
growth (such as innovation and technology, life and health as well as pharmaceutical research
and development, Chinese medicine and new energy transport). Our goals are to leverage our
existing strengths and establish a more robust and extensive industrial system, thereby
cultivating a more dynamic and diversified economy and generating more high-quality
employment opportunities for the public.

BURF & DAESRE R RyBaEh ] B S (ERS S (Plaem - 85 - YR - fiE -

BRI E) WS - WSS ey RBL (GINeHRHL - L an@EAIE sEmT &S - hEs4E
FEFTRE IR S - BURHY HERERARESIARE b - B e - B B E £S
o (EIMEBEABEOR SR UG T ~ ST 2T - WA T R AKE SARER R -

Fiscal sustainability

P BT FRr

*  The Government will continue to adhere to the principles of exercising fiscal prudence and
keeping expenditure within the limits of revenue to avoid an expansion of fiscal deficit.

BUNgdEE ARt > FEEY - SEEEVREX -

*  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 and
maintaining adequate fiscal reserves.

BURF YRS Py > AMEEBFIRETR -t B B G A I Bt R ey 7o e I U -

*  The Government has decided to launch a “Productivity Enhancement Programme” to control
expenditure. The Government will carefully balance the financial impact of various policy
measures and continue to closely monitor the financial situation, especially the progress of
post-epidemic economic recovery and the status of government revenue, to determine if other
measures of expenditures controls are needed to implement.

BUNERERET " EIRBCERE LT E], ISR - BUF /N0 P 2 T BOR FE Ji
BN E > EEFEVEEVEUEN - FrlE# GG E e R IS A E DL BURF IR
AR > FEMTRIE B 7 2 B S A S BRI -

*  The Government needs to maintain the development and vibrancy of Hong Kong's economy
and identify new areas of growth, with a view to increasing revenue.

BUN TR BRSBTS ] - MBI A SR DRSO -

*  In the long run, the government will continue to boost revenue through economic development.
We will also continue to review the situation to ensure that the tax system can appropriately
meet the needs of society.

REMS > BUNSEEEEFRAE - A - IR RIEERES - DR HI
REE VI EIEI L SRR -
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Innovation and Technology

AIFTRHR

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

BRI (BIRD EUEE BN S E B EVEES % -

To seize the immense opportunities arising from the 14th Five-Year Plan and the Greater Bay
Area development, the Government promulgated the Hong Kong Innovation and Technology
Development Blueprint at the end of 2022 to map out the broad development directions and
major strategies of future I&T development from the perspective of top-level planning, with a

view to charting Hong Kong in moving full steam towards the vision of an international 1&T
centre.

R (FUUTEET) FAEE e KV BRI - BURFFR 2022 A (E AT
FicgEE) ( (AIRER) ) - TR EIE B RIR S Ay SR AG U7 R A1 B RL TRl -
5| A A E R BRI AR 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.

B gZAALERANEHRAN - B AR A E R KAIEME &
BENREERE - SEhRANE -

Long-term challenges £ HHHkER

Land supply and economic development

s R K S

The Government has been endeavouring to provide more land and housing by way of
enhancing quantity, speed, efficiency and quality. We are determined to create the necessary
capacity and build the momentum for the development of Hong Kong in the long run.

BUFLL TR ~ 32 ~ R IRE ) RUTE  RIJEHERE - B E RN REREA
ARREE -

The Government is taking all possible steps to spearhead land production, and we are seeing
signs of improvement in housing supply.

BUNES IeiEtt - FREAEHIRNEEH -

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

BUN & RO R s 58 ~ B A - SEEEAE RENTT -
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Ageing population
AO &AL

Against the backdrop of an ageing population, 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.
EANCZEHIEES T - BAFEARANEE A - DG BRI R k2 e e
RIVFRE » IEEBR RS @R - Bx (TUAREEE) " —F ik ERERE
AR RER S A - BUN GEER B A A - WAEIRIEE NBSRERY KA T
PREGA RO S [ ANABUR - SCRF R A AE Y P RIHSE -

In the face of an ageing population, the Government will continue to formulate cross-sectoral
policies and initiatives to cater for the needs of the elderly. At the same time, the growing elderly
population is emerging as a main consumer group, creating considerable demand for such
products and services that catered for the elderly. These products and services enhance the quality
of life for the elderly and spur industry growth and business opportunities

HH A SEAL - BUSGEEHIETISTIRBER A - RBREFE - BILEER - S A
O TORCR B ERE - RS UEIR A i RIRTS - ARSI AR E R - T K SR S NI
EQRTIR

Climate change

SRIRE(E

With global climate change intensifying, it is likely that we will experience extreme weather more
often. The Government will enhance the handling capabilities in respect of early warning,
emergency preparedness, response and recovery.

Z IR E - Blm KRG EBIRE - RFIEETRE - 26 - ESRIERIUME T
> R bR IEE YRS
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GOVERNMENT’S
PUBLIC FINANCE
STRATEGY

BUR A FLHE R TR
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PUBLIC FINANCE PHILOSOPHY AND PRINCIPLES A ItAfECE RN RR

» 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.”

(BEAZE) F—ETCHRETE © " EEFIITHRENMBTEE AR AL R
A JIOKWC P » BERIRT o MEAZSHN A E SR E AR R R A E -

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

BUNA ERIFEFEEM - £ — BRI ZRC S - REMS @ BUNHYHE
SRR e e Y -
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PUBLIC FINANCE PHILOSOPHY AND PRINCIPLES A ItAfECE RN RR

»We will work to preserve the competitiveness of Hong Kong’s tax
regime.
B e e e B 7 a9 -
»We will maintain the development and vibrancy of Hong Kong’s
economy and identify new areas of growth, with a view to
increasing revenue.

BTG OriFE BB S RIS ST - WHIHRT Y AL IS S YA
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PUBLIC FINANCE PHILOSOPHY AND PRINCIPLES A ItAfECE RN RR

»With limited financial resources, while allocating adequate
resources to what needs to be done, the Government must, by
upholding prudent fiscal policies, preserve fiscal robustness and
sustainability as well as maintain fiscal strength in order to meet
both known and unexpected needs.

EEFAROM BRI » BB TR 2 ERNERS - B
QRTINS 4GB R T IRY » SRR - DU
EATR B2 -
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We-welcome your vie\;vsg
BDREHEER
= Thank you! mm'
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