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Introduction

The Census and Statistics Department (C&SD) has started to
compile Gross National Income (GNI) since the reference year
of 1993 to meet the growing demand of data users for such
statistics to facilitate better analysis of the Hong Kong economy.

1. Conceptual framework of compiling
GNI

1.1 Gross Domestic Product (GDP) is a measure of the
total value of production of all resident producing units of an
economy in a specified period (typically a year or a quarter),
before deducting the consumption of fixed capital. Since
production is rewarded by income, GDP also measures the total
income arising from such current production, irrespective of
whether the factors (labour, capital) for producing the goods or
providing the services are owned by residents or by non-
residents.

1.2 GNI, on the other hand, is a measure of the total
income earned by residents of an economy from engaging in
various economic activities, irrespective of whether the
economic activities are carried out within the economic territory
of the economy or outside. In other words, in compiling GNI,
income earned by residents from engaging in various economic
activities within or outside the economic territory are included,
whereas income earned by non-residents from engaging in
economic activities within the economic territory are excluded.

1.3 GNI is computed as follows:

GNI = GDP
+ Net external primary income flows

= GDP
+ Primary income earned by residents

from outside the economic territory
— Primary income earned by non-residents

from within the economic territory

1.4 As can be seen above, the concept of “resident” is
crucial to the compilation of both GDP and GNI statistics.
Practically, residents of an economy include individuals and
organisations. Conceptually, the residence status of
individuals and organisations depends on their centre of
predominant economic interest.

1.5 Per capita GNI of an economy is obtained by dividing
GNI in a year by the mid-year population of that economy in the
same year.

1.6 Under the “One Country, Two Systems” principle,
primary income flows between Hong Kong and the mainland of
China (the Mainland) are treated as external primary income
flows and covered in Hong Kong’s GNI figures.
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Major components of external primary income flows
(EPIF)

1.7 The classification of EPIF basically follows the
classification of standard components of the primary income
account of Hong Kong’s Balance of Payments. These income
components include direct investment income (DII), portfolio
investment income (PII), other investment income (OII),
income on reserve assets (RA) and compensation of employees
(CE).

Direct investment income

1.8 DII refers to earnings of residents of an economy from
their direct investment outside the economic territory of the
economy, and earnings of non-residents from their direct
investment within the economic territory, in which direct
investors acquire a lasting interest and a significant degree of
influence or an effective voice in the management of the
enterprises concerned. For statistical purpose, an effective
voice is taken as being equivalent to a holding of 10% or more
of the voting power in an enterprise. These earnings are in the
form of receipts of distributed dividends, share of undistributed
profits, net interest receipts from inter-company debts and gross
rentals.

1.9 External investment in real estate is also a form of
direct investment. By statistical convention, land and other
immovable structures and objects (e.g. buildings) in an economy
can only be owned by residents of that economy. If a Hong
Kong resident owns real estate outside the economic territory of
Hong Kong, he / she should be regarded as owning a nominal
company in the economy in question which in turn owns the real
estate. The relationship between such nominal company and
legal owner of the real estate is then treated as a direct
investment relationship.

1.10 In general, if a Hong Kong enterprise creates a
business entity outside the economic territory of Hong Kong for
the purpose of holding some assets in Hong Kong, the income
generated by those assets will be compiled as income outflow to
the business entity, and then as income inflow from the entity
back to the final owner(s) of the investment.

Portfolio investment income

1.11 PII refers to earnings of residents from investment in
non-resident equity securities and debt securities (e.g. bonds and
notes, money market instruments), and earnings of non-
residents from investment in resident equity securities and debt
securities. Compared with direct investors, portfolio investors
of an economy holding equity securities and debt securities of
non-resident enterprises have no lasting interest or influence in
the management of the enterprises concerned. A holding of
less than 10% of the voting power in an enterprise is regarded
as portfolio investment.

1.12 The residence status of securities is determined by the
legal domicile and place of productive operation of the issuing
company, irrespective of the place of listing.  Therefore, shares
that are issued by resident companies are regarded as resident
shares. In a stock exchange of an economy, there may be both
listings of resident and non-resident shares.

Explanatory Notes of Gross National Income
and External Primary Income Flows
Census and Statistics Department, Hong Kong Special Administrative Region



H M 7 &Rz

113 H M ' s 15 B 0E & R Ay H i &
Rl RO e B AT S EHY FTEOR A ROR o T
EERETABRERERERR EFRE
W 2 B B A R g o H L B B RE R AT
RERCEBEBNEFR -EAEEMEMI
DU ke H A& 7/ SR - B U R JE A 1Y AR U
78 o Bk < i b o RS e

1i# 1 B K
.14 (% (5 & 72 UL 25 15 — {8 &5 % B8 69 &= Ml

ERN#EHEEERENZE HEEEZH—
EEERNEMERS (REFBME > WEE
s RhVEHEE ) TR AR E o I B oAt
< @l E 5 F 2R R B R SZ S Y B RS /R
B~ FFHAMNE T 5 DU 1 K R i B B
oo DUROFAF H AR AE B B YO0 4 R R R B
B R B AE O AR B R SIS & Y A
B)  ZERERROEREZE SRR &
s ox Wi R AN A AR Bl i 5 -

1E 2 # B

115 (& B ® Bl 45 Ik & R 2 (B 70 — (B &K
HE B 4K <H 38k P BT R B 25 U g o R A
J& R 32 e 7 &€ 05 <8 58 S P Bk HL R 27 T as -
BRELE  He X HME TR -

1.16 & & & R LUE A 5 5 2 8 Y 7 H i
T A SE BRI 55 T U gs o B E B EE
Y (8 & i B Ay A - B0 86 AR AE of 2B Wt
TEMEEBERIS M1 F - T Ak
HUHY 25 T U & 0 A 6L 15 72 e B 3R I Y O A
W MHECH > % EHE R A A - & EER
AT N T B H B R R T AF Y
BAANEGBAMER > NI FI10E T E
= B ik HCHY 27 U g B AE (R B Y
el

1.17 R B P 4R 5t AR 48 - i 5 — (8 &6 08 A2
HYEANRERE - HEEABFMEREITE R
REHERE HNIEEEERAZERESEE
B T R T R LAY 25 T U s & R R R B R T
BYRA » 55— J7 H > 5 i HoAth 48K #e 1Y & B
BUE ¥ 25 2 B e A B9 st B A R HLAY 25
Tl 2 ATAR B @ = I B9 OfT -

1.18 ALEJ{FHBAZUBIEEANLS
(P& stem - Ea - B4 ) £ &8 ERH
BANTAE - MAEE LECHAENTELT
NEE S T MELEAFENRILERT
HI AW ERZSTREEFRORITNEOR
W s - BB I HEANLEFTBEEH
AT U g R R B B 5 0 0 B R AR A
EEEEN -

AR R AR
EIMIRU AR R BRI R
THRRITHE BUNSEE

Other investment income

1.13 OII refers to interest inflow and outflow arising from
other financial claims on and liabilities to non-residents that are
not classified as DII, PII or income on RA. Other investment
includes non-marketable loans, currency and deposits, trade
credits and advances, and other assets / liabilities. Interest
income receivable and payable should be net of financial
intermediation services.

Income on reserve assets

1.14 Income on RA refers to investment earnings of the
monetary authority of an economy from reserve assets.
Reserve assets are external assets that are readily available to
and controlled by the monetary authority of an economy (which
refers to the Hong Kong Monetary Authority in the case of Hong
Kong) for meeting balance of payments financing needs, for
intervention in exchange markets to regulate the currency
exchange rate of that economy, and for other related purposes
(such as maintaining confidence in the currency and the
economy, and serving as a basis for foreign borrowing).
Examples of such investment earnings include equity securities
earnings, debt securities earnings and interest earned from
foreign currency deposits.

Compensation of employees

1.15 CE refers to labour income earned by non-residents
from their employment within the economic territory of an
economy, and labour income earned by residents from their
employment outside the economic territory. It comprises
wages, salaries and other remuneration whether paid in cash or
in kind.

1.16 Labour income earned by Hong Kong residents from
the Mainland enterprises due to employment in personal
capacity in the Mainland is classified as CE inflow of Hong
Kong. For Hong Kong residents who frequently travel to and
from the Mainland in their work, the labour income they earn
from their employers in Hong Kong is, however, not included in
CE inflow. On the contrary, for Hong Kong people who reside
in the neighboring Mainland cities and commute daily from
there to work in Hong Kong, they are regarded as residents of
the Mainland under the principle of principal residence.
Accordingly, the labour income they earn from their employers
in Hong Kong is included in CE outflow.

1.17 According to international statistical standards,
foreign embassies, consulates and government offices located in
an economy are considered non-residents of that economy.
Therefore, the labour income earned by Hong Kong residents
employed to work in such organisations in Hong Kong is
regarded as CE inflow. On the other hand, the labour income
earned by local staff of Hong Kong government offices located
in other economies is regarded as CE outflow.

1.18 Some Hong Kong people work outside the economic
territory of Hong Kong in the capacity of freelance specialists
(e.g. accountants, lawyers, doctors). Usually they work as
employees of Hong Kong companies owned by themselves
which are created for signing legal binding contracts with
nonresidents and for receiving earnings. The earnings of these
freelance specialists from outside the economic territory of
Hong Kong are treated as trade in services and are already
covered in GDP.
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2. Methods and data sources

Survey of External Claims, Liabilities and Income
(SECLI)

2.1 GNI is compiled based on GDP figures and data on
EPIF collected from the SECLI, supplemented by data from
other sources. The survey is conducted under the provision of
the Census and Statistics Ordinance.

2.2 The survey covers all business undertakings which are
residents of Hong Kong. A business undertaking is an
undertaking carrying on any business with or without a view to
profit and includes any such undertaking carried on by the
government or a statutory corporation.

2.3 An integrated survey form is used in the survey
whereby data of all EPIF components are collected. Besides
facilitating fieldwork of the survey, the survey form also helps
avoid any potential duplicate reporting of the same income
flows under different income components.

Data reporting arrangements
Data reporting unit

2.4 A business undertaking is required to report
information on EPIF during the reference period, including
EPIF that it generates on its own account (own-account
reporting), and EPIF accrued to its clients on which it possesses
the relevant information (pass-through reporting).

2.5 For own-account data reporting, the reporting unit is a
Hong Kong Enterprise Group (HKEG) where the Hong Kong
top company is the contact point for own-account reporting at
the HKEG level.

2.6 For pass-through data reporting, the reporting unit is a
single Hong Kong company. Very often income flows from
portfolio investment are passed through local financial
intermediaries or agents. These financial intermediaries or
agents are thus able to report on behalf of their clients the
relevant data required by the survey. Their clients include
households, companies, government units and non-profit
institutions.

Target companies for data reporting

2.7 Only those business undertakings designated as target
companies in the survey are responsible for completing the
survey questionnaires. Companies other than target
companies are not required to complete any questionnaire
because their EPIF data would be reported by target companies
on their behalf.

2.8 Hong Kong top companies of HKEGs are designated
as target companies for reporting DII inflow and outflow with
reference to the consolidated account of the respective
enterprise groups. Other companies are designated as target
companies if they are any of the following:

Explanatory Notes of Gross National Income
and External Primary Income Flows
Census and Statistics Department, Hong Kong Special Administrative Region



() WAF LT EHFIEAMER T
RIS - = /AN N SN

(2) 48N E DL FEH A 10%E DL F 1y FE 1
REAMEREFEREEZRF AN
AHE S

CIEEEXGREEFMARAE (FA
THH) EHHAE

(4) fEESRATH - RIRIE - RILB R - K
S B EL - R A SR T LU 6 T S
EHHAE R

() #AFEBRBMEMEENENMETH
AR s AEEWE S AE -

29  LHMiFTAHBEAEYBRGHE
WEEANAVSRET R -

BIERENT K FH L TR G EN AR
79 4T FI Bt 1%

210 HR—FEMXHERREZEEAN
[E B 7R AR NBEAAE AN 2R S A E
17 38 S Bl Hy B B 2 =] 1 fil 88 85 3 A [ 28 A1
Ay < b T B AV BN U AR B B o DL
OR BE 2 T o & FT A W e R 8 0 6] I o B 1
H g -

2,11 BBHIACE - B 58 RC A F JH i T
EREBXSGH B AR S K37 Ik
A ERKRE  RAMEREEEERS
AT EWEY IR A st i SR AT B S B B R - A HE IR
BN R e I i AR IEA M E
REFNFEAMERES KREEREX
Ty Fir b T B R Ml R R A I R BE BT IR A HY R
Boe KM R N B B & 48 E i AR IEA
Hh fE R A ot P S P R EL R B S & LA R
ST O B P 4 R A e EUR B AR D
HARIEARHE R R TE A B 22 B HLAY i
BRI E B A F T E R E R AR
FAIRR -

TR & WL 7 B I B 7 T IE

212 ERHREAREEEHBE HRF
BEEeWam (FIOBEARTENERERZR) 1Y
B> HREWRBEEESETHEZMR -
R 5k BE A FT B SE R & 9 - At 7T R R AR A
ST R AR R A E T E > BA M A
ORI B T 5 U 2 3R e 3 AT % & BE T B
5 e 5 R U s B -

213 RITEFRBEINEEAIFR - B
WX H5BEESL EEEAEEHIIRA
W oy Bl a0 8% o R RS SRTT HY S e R ¥ > T
RAZEERTEECHEHEFINHINE
FE R BT A RS 0 DA P Y
HI R A 5 51 > 15 B (5 BE #E 5 A e 69 B 50
KA 2B -

AR R AR
EIMIRU AR R BRI R
THRRITHE BUNSEE

(1) companies which are not top companies but owning
non-resident branches, subsidiaries and / or associates;

(2) companies which are not top companies but have 10%
or more of the voting power being held by non-resident
direct investors;

(3) companies listed on the Hong Kong Exchanges and
Clearing Limited (HKEX);

(4) companies engaged in banking, insurance, share
registration, fund management, custodian or money
lending businesses other than banks; and

(5) companies which have external claims, liabilities and
income transactions where no Hong Kong agent is
involved.

2.9 All target companies mentioned above form the target
population of business undertakings for the survey.

Dividend data reported by share registrars, fund management
companies and custodians

2.10 Since many parties are involved in a financial
transaction and there are agent-to-agent dealings, target
companies in different business sectors are selected to report
EPIF data with respect to different types of financial
instruments, in order to ensure full coverage but to avoid
duplications.

2.11 For example, share registrars are required to report
dividends on resident shares listed on HKEX distributed to non-
residents, and dividends received by residents on non-resident
shares listed on HKEX. Local custodians and fund managers
are asked to report dividends earned on behalf of non-resident
clients or non-resident funds from investments in resident and
non-resident shares listed on HKEX. Dividends earned from
resident shares on behalf of non-residents as reported by local
custodians and fund managers are added to the dividend outflow
figures obtained from share registrars, while those earned from
non-resident shares on behalf of non-residents are deducted
from the dividend inflow figures obtained from share registrars.

Investment income data versus investment position data

2.12 To help alleviate reporting burden of custodians and
fund managers who usually only keep data on realised gains
(e.g. capital gains plus investment income) from which
investment income data often cannot be identified separately,
they are requested to report the market value of securities held
by them at the beginning and the end of the reference period.
Investment income data are then derived from these investment
position data by using representative market yields.

2.13 Banks are heavily involved in external placement of
funds. These income transactions are voluminous and may not
even be separately recorded in their accounts. To reduce their
reporting burden, they are asked to report only their positions of
external assets and liabilities, which they are already reporting
to the Hong Kong Monetary Authority, as well as estimates of
average interest rates, so that the corresponding EPIF data can
be derived.
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CE flows

2.14 In light of the growing number of Hong Kong people
working and / or residing in the Mainland and larger number of
offices set up outside Hong Kong’s economic territory by the
Hong Kong Government in recent years, the methodology of
compiling CE estimates has been enhanced to incorporate more
relevant data obtained from various sources in the compilation
process in addition to the data captured by SECLI.

Limitations of the compilation system

2.15 Given the close economic links between Hong Kong
and the Mainland, it is common that some Hong Kong
individuals have made direct investment in the Mainland
without setting up companies in Hong Kong. As such direct
investment by Hong Kong individuals are not covered by
SECLI, the investment income flows generated from such direct
investment are estimated from other data sources.

2.16 Local financial intermediaries and agents are the main
data suppliers of PII on behalf of their clients. For those
investors making portfolio investment directly without
involving local financial intermediaries and agents, the income
flows generated from such investment are not captured under
the present reporting arrangement, but the amount involved is
expected to be insignificant.

2.17 Some resident households may have offshore deposits.
The interest earnings generated by such deposits are not
captured by SECLI, but estimated from other data sources.

Real Gross Domestic Income (RGDI)

2.18 In the national accounts context, the most
comprehensive measure of performance or real output in the
local economy is the real GDP. However, for certain
analytical purposes, it may also be of interest to compute the
RGDI at preceding year prices, which is calculated as the GDP
in volume terms plus terms of trade adjustment. It reflects the
external purchasing power of the real output, as the relative
movements in import and export prices result in a varying
volume of imports (which comes from overseas output) being
exchangeable for a given volume of exports (which comes from
domestic output). The growth rate of real income could show
noticeable deviations from that of real GDP if there is
appreciable difference in the movement of import and export
prices in an economy which has a substantial turnover of trade
relative to its overall economic activities.

2.19 The terms of trade adjustment that has to be applied to
the real product series for producing the real income series is
equal to (l_ X

Pm  Px
goods and services at current prices, Pm the price index for
imports of goods and services and Px the price index for exports
of goods and services, approximated by the implicit price
deflators for imports and exports of goods and services
respectively. In the event that export and import prices of
goods and services have risen to the same degree since the base
year, the terms of trade equals 1 and no adjustment is required

), where X is the total value of exports of
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in converting the real product series to the real income series.
The RGDI in chained dollars is calculated using the annually re-
weighted chain linking approach.

Real Gross National Income (RGNI)

2.20 RGNI measures the real purchasing power of the total
income earned by residents of an economy, taking into account
the relative changes in import and export prices. RGNI at
preceding year prices is obtained by adding RGDI to the real net
EPIF. The RGNI in chained dollars is calculated using the
annually re-weighted chain linking approach. = RGNI is
particularly useful for analysing economic situations relating to
income of residents, investment, domestic demand and inflation.

2.21 Per capita RGNI of an economy is obtained by
dividing RGNI in a year by the mid-year population of that
economy in the same year.

Gross National Disposable Income (GNDI)

2.22
final consumption and gross saving.
plus net secondary income.

GNDI measures the income available to residents for
It is derived as the GNI

Nomenclature, revision and publication of GNI and
EPIF statistics

2.23 To achieve a balance between timeliness and data
quality, C&SD follows the international practice to compile and
release GNI figures at the earliest possible time by using partial
data, and revise these figures as more information becomes
available.

2.24 In Hong Kong, the first released GNI statistics in
respect of a period are called “preliminary figures”.
Preliminary figures on quarterly GNI are released within 2.5
months after the reference quarter. When more data become
available, the preliminary figures will be revised. All those
figures published subsequently, after the preliminary figures,
are called “revised figures”. These “revised figures” are still
subject to further regular revision later on when more data are
incorporated.

2.25 The revision schedule for GNI is subject to those for
the GDP and EPIF figures. The GDP figures for the current
year and the preceding 2 years are subject to revision. The
figures are finalised 3 years after the first release when finalised
data from all regular sources are incorporated. As for the
quarterly and annual figures of EPIF for a reference year, they
will be revised and finalised in December of the following year.

Explanatory Notes of Gross National Income
and External Primary Income Flows
Census and Statistics Department, Hong Kong Special Administrative Region



