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4 Jan 2009

Press Release

University of Macau Announced

2010 Macroeconomic Forecast for Macao

The Department of Economics of the University of Macau released its 2010 Macroeconomic Forecast for Macao today (January 4). Since the handover to the Mainland China, especially after the liberalization of gaming industry, Macao economy has grown rapidly. However, amid the global financial tsunami, Macao recorded a negative growth at the fourth quarter of 2008. Real GDP declined further by 12.0% and 15.3% in the first and second quarter of 2009 respectively. After plunging for three concessive quarters, GDP has reverted to grow again by 8.2% year-on-year in the third quarter of 2009 (Figure 1).
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However, the paces of recovery were uneven in different sectors. Exports of services showed a strong rebound which were supported by the revival in gaming activities. Meanwhile, the growth in domestic demand remained sluggish. The weak business sentiments were reflected upon the slowdown and suspension of large construction projects. Although the housing market became stable, the overall private investment spending shrank further. Private consumption continued to decline. Exports of goods kept on contracting and so did the imports of goods and services. Inflation remained at a low level. Unemployment rate rose slightly, with the non-resident workers mainly affected. Median monthly earnings were comparatively stable.
The Economy in 2009
The following highlights the economic situations of different sectors in the third quarter of 2009:

· External demand of Macao was pushed up by the global recovery. As the economic prospects for visitors got better, the gaming activities became vigorous again. In the third quarter of 2009, the exports of services rose by 14.7%, with the gaming revenue increased by 22.6% year-on-year.
· In contrast, export of goods continued to shrink despite of the signs of stability in the export markets. The exports of goods for the third quarter 2009 dropped by 54.4%, though the decline tapered slightly from 58.3% in the second quarter of 2009.
· Imports of goods and services dropped by 18.5% and 7.2% respectively in the third quarter of 2009. Within the total imports of goods, consumer goods, raw material and semi-manufactures, and capital goods decreased by 3.9%, 33.9%, and 19.8% respectively. The fall in the import for consumption goods was relatively small. The sharp decline in the import of raw materials and semi-finished products in tandem with the contraction in exports of goods and local investment.
· Local consumer sentiments remained weak. The growth in private consumption expenditure was -1.2% in the third quarter of 2009, moderating slightly from 2.1% decrease in the second quarter of 2009. The household final consumption expenditure in domestic market declined by 0.1% and aboard decline by 0.9% in that period.
· As a gauge of business confidence, gross fixed capital formation continued to shrink by 41.3% in the third quarter of 2009, following a 30.3% decrease in the second quarter of 2009. Total private gross fixed capital formation contracted by 46.1% in the third quarter of 2009 upon suspension or slowdown of major casino and hotel constructions, with construction and equipment investment contracted by 52.2% and 14.4% respectively.
· Inflation pressure was mild upon sluggish consumer demand. The increase of the Composite Consumer Price Index continued to slowdown on October 2009, declining slightly by 1.1 % year-on-year. For the two largest components of the Composite Consumer Price Index, food and non-alcoholic beverages, and housing and fuel, their year-on-year growth rates in October were 2.5% and 3.5% respectively. For the aggregate economy, the GDP price deflator declined by 6.5% year-on-year in the third quarter of 2009. The major reason is the sharply decline in the price of fixed capital formation dragged by contraction in construction market activities.
· Unemployment rate has been rising since the global financial crisis struck in the second half of 2008. Unemployment rate for the third quarter of 2009 was 3.7%, rose by 0.6 percentage points from third quarter of 2008, but fell by 0.1 percentage points from the second quarter of 2009. Excluding the non-resident workers, the unemployment rate for local workers was 4.6%, slightly up by 0.1 percentage points from the second quarter of 2009.
· The total employment was 316.0 thousands in the third quarter of 2009, declined by 3.5% year-on-year. Analyzed by industry, employment in manufacturing was 16.1 thousands, down by 33.3 % year-on-year reflecting the sharpened decline in the exports of goods. Employment in construction was 30.6 thousands, dropped by 25.7% year-on-year in tandem with the deterioration of the investment in construction. Employment in gaming industry was 60.5 thousands, down by 8.9% year-on-year, reflecting the labour market was still affected by the global financial crisis.
· Median monthly earnings rose by 6.3% year-on-year to MOP 8,500 in the third quarter of 2009. For the gaming sector which accounted for the largest share of the employed population, median monthly earnings were MOP 12,000, down by 7.7 % year-on-year. For the other two major industries, wholesale & retail and hotels & restaurants, their median monthly earnings were MOP 7,000 and MOP 6,500 respectively, stood at the same levels in the third quarter of 2008.
Macroeconomic Forecast 2010

As the growth has reverted to positive in the third quarter of 2009, the overall Macao economy is expected to revive more notably in 2010. Based on the Macroeconometric Structural Model of Macao, the annual GDP of Macao is forecast to shrink by 3.6% in 2009 and grow by 9.2% in 2010.

Global economic recovery will pick up the exports of Macao. As the major driving force of the Macao economy, the exports of services are expected to have an annual 8.4% growth in 2010 compared to an annual decline of 1.9% in 2009. The decline of exports of goods is also expected to decelerate in 2010 with annual rate of 18.2%. Concomitant with the recovery in the total exports and domestic demand in 2010, the imports of goods and services are expected to grow by 1.3% and 10.9% respectively in 2010. 

The growth of private consumption spending has been dragged down since the financial crisis hit in the last quarter of 2008. The growth is expected to be 1.3% in 2009 and will accelerate to 4.3% in 2010. Signs of stabilization become visible and business sentiments are expected to revive. Many suspended casino and hotel construction projects are expected to restart in 2010. The overall growth rate of investment is forecast to rebound at a rate of 20.6% in 2010.
Inflation, as measured by the change in the Composite Consumer Price Index, is expected to rise mildly by 1.6% and 4.0% in 2009 and 2010 respectively. For the aggregate economy, the GDP price deflator is forecast to increase 3.6 % in 2010 after a decline of 2.3 % in 2009.
The labor market is expected to improve amid the global economic recovery. Unemployment rate is forecast to be 3.7% in 2009 and will drop to 3.6% in 2010. Median monthly earnings are forecast to rise by 4.8% in 2010 following a growth of 4.7% percent in 2009.
About the Macroeconometric Structural Model of Macao
The Model is a simultaneous-equations econometric model and currently includes 91 equations and 260 variables covering seven blocks of the Macao economy --- consumption, investment, external sector, prices, government, labour market, and monetary sector. The data used is quarterly starting from 1998 first quarter. The Model is updated once new data are available. This will provide a timely and useful analysis on the state of the Macao economy and facilitate the decision-makers to make prudent choices for the future.

Being one of the key research area, the Macroeconometric Structural Model of Macao is based on research led by Professor Sir James Mirrlees, conducted by the Department of Economics, and is sponsored by the University of Macau.
	Table 2: Forecasts of Major Economic Variables

	　
	2005
	2006
	2007
	2008
	2009
	2010

	Level
	(Actual)
	(Actual)
	(Actual)
	(Actual)
	(Forecast)
	(Forecast)

	Gross Domestic Product (Billion of 2002 MOP)
	85.2
	99.2
	125.0
	141.2
	136.1
	148.7

	Private Consumption Expenditure (Billion of 2002 MOP)
	24.4
	26.4
	29.5
	32.0
	32.4
	33.8

	Gross Fixed Capital Formation (Billion of 2002 MOP)
	18.5
	26.7
	33.4
	27.7
	20.3
	24.5

	Exports of Goods (Billion of 2002 MOP)
	19.8
	20.4
	20.5
	15.3
	7.5
	6.1

	Exports of Services (Billion of 2002 MOP)
	65.9
	78.2
	105.8
	130.9
	128.4
	139.3

	Imports of Goods (Billion of 2002 MOP)
	38.7
	45.8
	52.2
	47.3
	39.3
	39.8

	Imports of Services (Billion of 2002 MOP)
	13.2
	15.7
	21.8
	27.6
	24.0
	26.7

	GDP Deflator (2002 = 100)
	103.1
	108.4
	114.5
	124.3
	120.2
	124.5

	CPI (Composite) (July 2004 - June 2005 = 100)
	108.0
	114.3
	120.0
	123.0
	126.3
	131.3

	Median Monthly Earnings (MOP)
	5,772
	6,659
	7,772
	8,175
	8,563
	8,971

	Employment (Thousand Persons)
	237.5
	265.1
	300.4
	322.8
	329.9
	340.2


	Table 2 (Continued) : Forecasts of Major Economic Variables

	　
	2005

	2006

	2007

	2008

	2009
Q1 to Q3
	2009

	2010


	Year-on-Year Growth Rate (%)
	(Actual)
	(Actual)
	(Actual)
	(Actual)
	 (Actual)
	(Forecast)
	(Forecast)

	Gross Domestic Product
	6.9
	16.5
	26.0
	12.9
	-6.8
	-3.6
	9.2

	Private Consumption Expenditure
	7.2
	8.2
	11.6
	8.4
	0.5 
	1.3
	4.3

	Gross Fixed Capital Formation
	59.7
	44.5
	24.8
	-16.8
	-35.3
	-26.9
	20.6

	Exports of Goods
	-11.5
	2.8
	0.5
	-25.4
	-54.5
	-50.9
	-18.2

	Exports of Services
	6.0
	18.7
	35.2
	23.7
	-5.4
	-1.9
	8.4

	Imports of Goods
	9.1
	18.3
	14.0
	-9.4
	-21.4
	-17.0
	1.3

	Imports of Services
	15.4
	19.2
	38.6
	26.4
	-18.5
	-12.8
	10.9

	GDP Deflator Growth Rate 
	4.8
	5.8
	5.0
	2.4
	-2.9
	-2.3
	3.6

	CPI (Composite) Inflation Rate
	4.4
	5.2
	5.6
	8.6
	1.6
	1.6
	4.0

	Median Monthly Earnings
	11.3
	15.4
	16.7
	5.2
	5.8
	4.7
	4.8

	Unemployment Rate 
	4.2
	3.8
	3.1
	3.0
	3.7
	3.7
	3.6


Should you have any query, please feel free to contact Ms. Christina Chan at（853）8397 4334 or cchan@umac.mo or visit UM homepage www.umac.mo.
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