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(I) Latest developments in the 

compilation of national income 

statistics in Hong Kong 
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Implementation of the latest  

international statistical standards 

ü Latest international standards - the System of 
National Accounts 2008 (2008 SNA) were 
implemented in September 2012 

ü Major enhancements :  

ïCapitalisation of research and development 
expenditure 

ïChange of ownership principle in recording  
trade in goods sent abroad for processing 

ïThe term Gross National Product (GNP) is  
replaced by Gross National Income (GNI) 
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Capitalisation of research and development 

(R&D) expenditure 

ü R&D is long regarded as important capital 
investment, i.e. part of the Gross Domestic 
Fixed Capital Formation 

ü However, the statistical measurements are not 
straightforward 

ï Most R&D activities are in-house, without market 
value 

ï 2008 SNA recommends to use sum of costs to 
estimate R&D output  
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Capitalisation of research and development 

(R&D) expenditure (contôd) 

ü Under Gross Domestic Fixed Capital Formation 
(GDFCF), a new term ñintellectual property productsò 
was introduced to replace ñcomputer softwareò 

ï Include computer software, database and expenditure on 
R&D 

ü GDP level was raised by around 0.4% - 0.5% in 
recent years 

ïR&D expenditure accounted for around 0.8% of GDP 

ï Private sector and universities/tertiary institutions accounted 
for around 40% and over 50% of in-house R&D activities 
respectively 
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Change of ownership principle  

in recording goods sent abroad for processing 

ɆConcept :  

ɀOld standard : trade recorded when goods cross 
customs boundary 

ɀChange of ownership principle : trade occurs when 
buying and selling activities  take place (i.e. 
ownership of goods is transferred) 

 

 
 

 



╜Ἀ  

Census and Statistics Department 

Infineon  

Camera Module 

Toshiba 

Display Module 

Samsung  

SDRAM 

Example : iPhone 

Final assembly 



╜Ἀ  

Census and Statistics Department 
9 

Change of ownership principle  

in recording goods sent abroad for processing 

 

ɆBenefits : 

ɀBetter reflect genuine international trade flows 

ɀFacilitate analysis of impact of globalisation on 
international trade  
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ɆClassification : 

ɀGoods sent abroad for processing are not  recorded as trade 
in goods because they do not involve actual buying and selling 
activities  (i.e. no change of ownership) 

ɀProcessing fees are recorded as trade in services  
(imports of manufacturing services) 

ɀMerchanting  :  value of goods sold is recorded as exports of 
goods, while the value of goods acquired is recorded as 
negative exports of goods, though the goods have not passed 
through Hong Kong 

ɀOverall balance of trade in goods and services unaffected , 
implying that the levels and growth rates of overall GDP also 
unaffected 

 

 

Change of ownership principle  

in recording goods sent abroad for processing 
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Impact of implementing  

the change of ownership principle 

¸Trade in goods balance: generally changed 
from deficit to surplus (except 2011 & 2012)  
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Impact of implementing  

the change of ownership principle 

¸Trade in services balance: generally changed 
from surplus to deficit (except 2009 ï 2012)  
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Special dissemination arrangement of  

trade figures in GDP 

ɆMain tables of GDP reports : trade statistics based on 
the old standards  

 

ɆSupplementary tables of GDP reports : trade statistics 
based on the new standards 

 

ɆConsideration : provide a transition period for data 
users to adapt to the new set of trade figures in GDP 
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Ɇ4ÈÅ ÔÅÒÍ Ȱ'ÒÏÓÓ .ÁÔÉÏÎÁÌ 0ÒÏÄÕÃÔȱ ÈÁÓ ÂÅÅÎ ÒÅÐÌÁÃÅÄ 
ÂÙ Ȱ'ÒÏÓÓ .ÁÔÉÏÎÁÌ )ÎÃÏÍÅȱ 

 

Ɇ4ÈÅ ÔÅÒÍ ȰÎÅÔ ÅØÔÅÒÎÁÌ ÆÁÃÔÏÒ ÉÎÃÏÍÅ ÆÌÏ×Óȱ ÈÁÓ ÂÅÅÎ 
ÒÅÐÌÁÃÅÄ ÂÙ ȰÎÅÔ ÅØÔÅÒÎÁÌ ÐÒÉÍÁÒÙ ÉÎÃÏÍÅ ÆÌÏ×Óȱ 
 

ɀ To follow international recommendations and practices of 
other economies 

 

ɀ To better emphasize the fact that this indicator is a measure of 
income 

 

 

 

 

Gross National Product v.s.  

Gross National Income  
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(II) Fundamental concepts  

and uses of GDP 
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What is Gross Domestic Product (GDP)?  

 

üGross Domestic Product (GDP): measure of the total 

value of production (product) of all resident producing 

units of an economy (domestic) in a specified period, 

before deducting the consumption of fixed capital (gross). 
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Three approaches  

for compiling GDP 
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Three approaches to 

measure GDP 

1. Production measure of GDP  

sum of value added of all economic activities 

2. Expenditure measure of GDP 

final expenditures on consumption, capital formation, 

and exports less imports 

3. Income measure of GDP  

sum of compensation of employees and operating 

surplus of entrepreneurs 

 

Supply 

 

 Income             Demand     
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Given there can be 3 alternative approaches to 

compile GDP, are we supposed to have 3 figures 

of GDP or one single figure of GDP? 

In theory 

GDP estimates by the 3 
approaches should be the same 
 

In practice 

Statistical discrepancy exists, 
as different data sources are 
used for different approaches  

Supply 

 

Income               Demand 
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Availability of GDP statistics in Hong Kong 

ü Expenditure-based GDP   

-  Annual series from 1961 

-  Quarterly series from 1973 

 

ü Production-based GDP   

-  Annual series traced back to 1980 

-  Quarterly series from 2000 

 

ü Income-based GDP    

-  Once compiled for 1970 - 1980,  

 but had discontinued since 1981  

P 

P 

O 



╜Ἀ  

Census and Statistics Department 
21 

Which approach is adopted for compiling 

and presenting the GDP figures?  

Hong Kong 

 

GDP(E) as the headline GDP,  

supplemented by GDP(P)  

US GDP(E) as the headline GDP 

Singapore GDP(P) as the headline GDP,  

supplemented by GDP(E) 
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Uses of GDP 
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ü Measure of economic growth 

 

 

Why is GDP so important? 
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GDP is commonly used for charting the 

economic growth of an economy 

ü Measured by change in the volume measure 
of GDP over time (growth rate in real terms) 

ü Positive growth : expansion of economic 
activities 

ü Negative growth : contraction of economic 
activities 
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GDP as an indicator for measuring the 

economic growth 

üYear-on-year percentage change 
- GDP in real terms of a quarter compared with  

that of  the same quarter last year 

  
e.g. In the first quarter of 2013, the GDP increased by 2.8% in 

 real terms over a year earlier. 

 

  GDP in real terms for Q1 2013             

  GDP in real terms for Q1 2012 

= [ - 1] x 100% = 2.8% 

 [ - 1] x 100% 

486,594* 

473,191* * In chained (2011) HK$Mn 
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Seasonally adjusted GDP series 
 

ü Seasonally adjustment: remove the seasonal 

effects which repeat each year in a systematic 

manner 

 

ü Quarter-to-quarter percentage change 

 -  seasonally adjusted GDP of a particular 

 quarter compared with that of last quarter 

 -  capture turning point more promptly 

GDP as an indicator for measuring the 

economic growth (Contôd) 
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HK GDP real growth rate (%)

-10

-5

0

5

10

15

20

1962 1967 1972 1977 1982 1987 1992 1997 2002 2007 2012

Economic growth cycles in Hong Kong tracked by 

the real growth of GDP 

Average annual real growth 

1962-1970: 8.8%  1971-1980: 9.0%  1981-1990: 6.7% 

1991-2000: 4.0% 2001-2010: 4.1% 2003-2012: 4.5% 

 

1 3 2 4 
5 



╜Ἀ  

Census and Statistics Department 
28 

Economic slow-down in the late-1960s 

HK GDP real growth rate (%)

0

2

4

6

8

10

12

14

16

18

1962 1969 1976 1983 1990 1997 2004

1967 social unrest 

1 

2010 



╜Ἀ  

Census and Statistics Department 
29 

Economic slow-down in the mid-1970s 

HK GDP real growth rate (%)
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Economic slow-down in the mid-1980s 

HK GDP real growth rate (%)
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Economic down-turn in the late-1990s 

1997/98 Asian Economic Crisis 

 4 
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