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Key messages
China’s pet industry is entering a new
phase of growth
• The market has almost tripled in size over the last 5 years
and is projected to grow even faster in the next 5 years.

• While increasing pet ownership was the key driver for
previous growth, rising commercial penetration and
consumption upgrades will increasingly contribute to growth
going forward.
• Changing perceptions and societal shifts have given rise to a
new generation of pet owners that are willing to spend more
on their pets.

Pet Food is the primary driver of this
growth and is the most investmentready segment
Multiple segment dynamics are opening up investment
opportunities for new and existing players. These include:
•

A rapidly emerging ultra-premium segment, in which global
brands are well positioned for market entry and crossborder trade.

•

An increasing preference for cats, which offers
opportunities for both new and established players in a
market currently dominated by MNCs.

•

A fast-growing snacks & treats segment, in which there is
currently significant white space for both global and local
brands to move into.

•

Domestic OEMs with the appropriate scale transforming
into OBMs and leveraging e-commerce to grow; this is a
strategy that could also be leveraged by outside investors.
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China’s pet industry
has developed
significantly in recent
years and this is
projected to continue.
Multiple high-value
investment
opportunities are
about to emerge in
the marketplace —
now is the time to act
and capture the next
phase of growth.
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The competitive landscape for pet
food is highly dynamic, with the
coming years critical in shaping
winners and losers; now is the ideal
time to invest in promising brands
While the market was previously dominated by MNCs, local
players have risen to claim leading positions in the segment;
most of this growth has come from lower value segments but
we expect to see local players moving into more premium
segments with greater success.

This emergence of numerous local players has led to a long
tail of smaller players, with scope for potential consolidation.
We expect the competitive landscape to remain fluid and
dynamic for the next decade, creating multiple new
opportunities for corporates and investors to enter the space.

The segment also appears relatively
resilient to COVID-19
With a new generation of pet owners viewing pets as ‘one of
the family’, spending on pet food is projected to remain
relatively resilient despite potential cutbacks in other spending
areas

There is increasing M&A and attention in the sector –
there are still lots of gems to acquire but fast action
is required to capitalise on this next phase of growth.
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China’s pet industry is
entering a new phase
of growth
The Chinese pet market has been growing rapidly, thanks to the fast rising
pet ownership driven by a younger generation of modernised and digitised
pet owners. Going forward, this growth is projected to continue — if not
accelerate — and will be driven by a continued rise in pet ownership, an
evolution in pet owner profile as well as a trend towards ‘trading up’.
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A market that has tripled in the last 5
years, with further room to grow
As Chinese society has developed and become more prosperous, the role of
pets has undergone a transformation — cats and dogs are increasingly being
thought of as an embedded member of the family, rather than just a companion
animal. Social media has also helped put pets centre-stage amongst younger
people; trends such as ‘cloud cat keeping’ have led to pet ownership being
considered an aspirational activity. The Ministry of Agriculture has also, for the
first time ever, explicitly stated that dogs are domestic pets and not ‘livestock’,
signalling a broader shift in public opinion on how pets are viewed.
This changing perception of pets have led to a rising number of Chinese
people, especially younger ones, acquiring pets and when they do become
owners, they are increasingly likely to treat them well and spend more on them
than was typically the case in the past. As a result, the market has nearly
tripled in value over the last five years to RMB93bn (see figure 1), with an
accelerating growth rate.

Figure 1. Retail value of China’s pet (cat & dog) m arket, 2010-2024,
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CAGR

+24-28%

270-320

+23%
93
+12%

34

21

2010
Cat & dog
population
（million)

31m

2014
CAGR 11%

46m

2019
CAGR 16%

99m

2024
CAGR 11-15%

170-200m

Source: China pet industry white paper, Euromonitor, expert interviews, PwC analysis
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Shifting demographic & social trends, coupled with
income growth and rising adoption, have contributed
to a majority of this market growth in the last decade.
We believe these trends will continue to look strong
and that the pet population has much further room to
grow. To date, pet ownership in China (c.17%) is still
significantly lower than developed economies such as
the US (c.67%) and UK (c.44%). (see figure 2)

In addition to pet ownership, trading up is also
accounting for an increasing proportion of market
growth in China. Commercial penetration &
consumption upgrades accounted for roughly 30% of
growth from 2014-191. This is reflected in an increase
in pet spend as a proportion of household expenditure
(0.16% to 0.29% from 2014 to 2019 – see figure 3).
Increasing maturity and sophistication of the Chinese
customer suggests that there will be a higher
willingness to spend on their pets going forward. As a
result, we expect trading up to continue — and
potentially accelerate — especially in tier 1 & 2 cities.

We expect the market to triple in
size again over the next five
years and reach around
RMB270-320bn.
On the back of both rising adoption and trading up, we
expect the market to triple in size again over the next five
years and reach around RMB270-320bn, reflecting an
accelerate annual growth rate up to c.24-28%.

Figure 3. China vs. US pet spend to household expenditure
ratio1, %, 2010-2019

Figure 2. Pet ow nership rate
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Source: APPA, Euromonitor, Fitch Solutions, expert interviews,
PwC Internal database, PwC analysis

Note 1: Pet spend include pet food, pet product and pet service
Source: APPA, NBS, OECD, BMI, PwC analysis

1. Source: Euromonitor, PwC analysis
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Societal shifts in how people live are
changing the typical pet owner
Growing pet ownership accounted for around 70-80%
of market growth in 2010-192. This has happened on
the back of a rapidly expanding, upper middle class
across the country — firstly in top tier cities, now
moving to lower tier cities as well — and further
accelerated by recent social media trends. An
increasing proportion of small person households
(35% to 45% from 2009 to 2018 — see figure 4) has
also led to pets increasingly filling a need for
companionship.

All of these factors have given rise to a new
generation of young, city-dwelling pet owner; this is a
marked shift from the traditional pet owner in towns &
rural areas. This changing owner mix has led to a
trend towards the ‘humanisation’ of pets; 87% of
owners now view their pets as family or children 3.
Humanisation trends have also driven more
sophisticated owner buying behaviour, evidenced by
a growing premium segment in the pet food sector
which has been driven by trends such as
‘naturalness’.

Snapshots of China pet owner demographic today4

88%

pet owners in China are female

50%

57%

of pet owners has bachelor or
higher education
(vs. <10% national average5)

50%

of pet owners are Post 90s/
Millennials
Share of pet owners are single
(vs. c.26% national average6)

Figure 4. Proportion of China’s household of single person + tw o -person fam ily, %
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Source: NBS, PwC analysis

2. Source: Euromonitor, PwC analysis
3. Source: China pet industry white paper
4. Source: China pet industry white paper, Euromonitor
Finding opportunities in China’s fast growing pet industry

5. Source: 2018 National Sample Survey on Population Changes
6. Source: 2018 National Sample Survey on Population Changes
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Typical profile

Why they are
pet owners

Relationship
with pet

Traditional pet owners residing in
towns and rural areas

New generation of young,
city-dwelling pet owners

Li Qiang is a grandfather living in
Weifang, a tier 3 city; he graduated high
school and worked in a local factory
before retirement. He now spends most of
his spare time with his two grandchildren
and reading his newspapers.

Vicky is a young, internet-savvy
professional living alone in Shanghai;
she is single and well-educated. In her
spare time, she enjoys going to nice
restaurants and shares this aspect of
her life on her social media accounts
(WeChat and Weibo).

Owning a dog was relatively common in
the rural area that Li Qiang grew up in.
Therefore, he had a few dogs in his life
and has had his current one for around 5
years. He has found it useful to own one
as his dog has typically guarded the
house when he is not present.

She encountered ‘cloud cat keeping’ on
social media and spent multiple months
keeping up with the growth and
progression of other people’s cats.
Eventually, Vicky decided to acquire
her own cat. While she did this mainly
for her enjoyment, she also hoped that
a cat would provide her company while
she was home.

After he retired, Li Qiang saw his dog as
one of his main companions. However,
Li Qiang finds it strange that some
younger dog owners see their pets as a
child. Apart from special occasions, he
typically feeds his dog leftover food from
his meals and is only willing to pay for
very basic healthcare costs.

Vicky likes to spend a lot of time with
her cat and views it as a member of her
family — specifically like a child and
even calls herself ‘mummy’ to her cat.
Therefore, she buys commercial
packaged food and would be willing to
pay for any healthcare costs and
specialised pet products.
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Not all sectors are
equal: Pet food most
ripe for investment
The pet food sector has seen the strongest recent growth and
provides the most immediate and attractive opportunities,
while services and products are currently less accessible for
investors at their current stage of market maturity.
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Figure 5. Pet m arket share by segment, 2019
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Source: Euromonitor

The food sector has seen the
strongest growth, and has the most
immediate opportunities
Among the Pet industry, pet food is both the most developed and fastest
growing sector, making up 55% of the overall China pet market (see figure
5). This will continue over the next five years, with pet food accounting for
about 60% of the projected RMB180-225bn incremental market size7. This
growth will be broad based — while it was initially pure population driven, an
increasing proportion of its growth is attributable to increasing commercial
pet food penetration and trading up in quality.
With cats attributing to a larger proportion of the overall pet mix in recent
years, one question is how that would impact on spend and market
potential. Despite being smaller in size and food consumption need, cat
spend per pet is actually on par with dogs today. This is due to cat food
being typically anchored around more premium products owing to their
‘pickiness’ on food
Another growth driver comes from the growth of more premium wet food
segment. Today, even in tier 1 cities, wet food is typically served as a ‘treat’
rather than as the main meal due to the higher cost. However, we expect
this to change especially as cat volumes continue to grow and humanisation
trends continue to take hold.

Pet food is both the
most developed and
fastest growing sector.
This will continue over
the next five years,
with pet food
accounting for about
60% of the projected
RMB180-225bn
incremental market
size.

7 Source: PwC analysis, expert interview, Euromonitor
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Food is a highly fragmented and
dynamic market, with domestic brands
increasing in prominence
The competitive landscape for pet food has gone through significant changes
and remains highly dynamic today. 10 years ago, the market was dominated
by MNCs like Mars & Nestle. Now, local players such as Nature Bridge,
myfoodie and Crazy Dog have emerged and demonstrated early success in
challenging these global brand names; these leading local firms have risen to
claim leading positions in the pet food space (see figure 6) and have
consistently achieved above-market growth. They have also demonstrated
ability to capture not only mass price segments but increasingly developing
stronger presence even in premium markets.

The rise of local players has resulted in a fragmentation landscape today, with
a large long tail of smaller firms of 65-70% (see figure 6). However, we
believe this is just the beginning: As local players continue to emerge, and
potentially consolidate, we expect the competitive landscape to remain highly
fluid and dynamic in the next decade, creating many new opportunities for
corporates and investors.

These leading local
firms have risen to
claim leading
positions in the pet
food space and have
consistently achieved
above-market growth.

Figure 6. China pet food m arket shares by brands, 2018
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Note 1: Upward arrow signifies that the brand increases its share of the market
Source: Euromonitor, analyst reports, press release, expert interviews, PwC analysis, China pet industry perspectives
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Services have long term potential,
but are less accessible for investors
Pet services are still at an early stage of development, with demand
centred around routine services. Today, pet services only accounts for 25%
of the pet market 8, compared to a 35-50% share seen in more mature
markets 9. Growth in China is largely driven by pet ownership, with few
signs of trading up observed in the market. There is little doubt that this
sector will eventually take off as owners become more sophisticated and
educated — starting in top tier cities, but we have not seen much signs
suggesting that it would happen in the next couple of years.

60-70%
Veterinary care’s share of
the total pet service
segment

Veterinary care is the largest service category (60-70%)10. It is
beginning to grow as national players start to emerge, along with
improving market perception and penetration. The number of clinics has
increased 22% p.a over the last five years 11. However, the most
common services today (such as check-ups and vaccinations) are still
quite basic; factors such as convenience / location and local
relationships still really matter for customers.
An emerging veterinary trend is that there is an increasing consumer
demand for greater standardisation and professionalism in service
delivery — something that is more easily provided by consolidated,
scalable chains. Branded vet chains are well placed to capture this
unmet demand for standardised and quality services; their strong
expertise & unified management can create a differentiated value
proposition over the traditional neighbourhood vet clinic.

8 Source: Euromonitor
9 Source: APPA, Annual reports
10 Source: Euromonitor
11 Source: Euromonitor
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But veterinary care remains a highly fragmented market, with
independent clinics accounting for about 90% of outlets 12. Of the clinic
chains, 70% have been rolled up by New Ruipeng (backed by Hillhouse)
and Ringpai13, who took most of the better value and quality chains.

90%

This has left limited room for newcomers to replicate this strategy in the
near term and build a platform with comparable size, unless an investor is
open to beginning an intensive process of rolling up independent chains.

The share of independent
outlets as a proportion
of total

Diversified and innovative services (e.g. grooming & beauty, training
and funerals) have emerged in recent years but they still remain small
and fragmented; We think it would take time before more dominating
players emerge in the space and provide the market with ready
investment opportunities.

Products: a highly fragmented market
in its infancy
This is the least mature of the three sectors. There is a focus on fulfilling
basic needs — products are highly commoditised, and brands are of little
relevance in purchase decisions. The market is fragmented, with
hundreds to thousands of individual brands and manufacturers, and top
players today represent less than 1% of the market 14. All of these factors
present challenges to attract meaningful investment in the moment.
This is also true even in mature markets; the leading player in the US,
Central Garden & Pet, only has 9% market share through 19 different
brands. However, select segments in the US could reach higher
concentration (e.g., the top 3 cat litter brands, Nestle, Clorox, Church &
Dwight, occupy about 75% of market)15, and offer some hope that perhaps
some market in China could eventually see the same.

A few local brands are making early efforts to specialise in specific
categories (e.g. cat litter, smart feeding products, natural shampoos etc.).
Yet, we think it will take a large amount of investment in brand-building
and consumer education for scale players to emerge.

<1%
Market share of top brands
in the pet products segment

12 Source: Analyst reports
13 Source: Analyst reports
14 Source: Analyst reports and press releases
15 Source: Euromonitor
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Taking a closer look at
the pet food sector
We will explore 6 key trends currently shaping the pet food market.
These trends will offer opportunities for investors going forward and
must be considered when determining their approach to the sector.

The sector is highly dynamic, with multiple changes occurring in the
market. These include an emergence of an ultra-premium segment,
an increasing prevalence of cats, a growing snacks & treats
segment, an increasing in prominence of local players and a shift to
e-commerce.
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1. A rapidly emerging ultra-premium
segment
While this segment is just 3-5% of the market, it is estimated by some
industry experts to be as high as 15-20% in top tier cities today 16. We
expect to see continued growth of this segment in top-tier cities, with
lower tiers following the trend.
The segment is primarily positioned around real meat & high protein content
and has been driven by increased customer sophistication. We think the
necessary consumer wealth is already there (or almost there) for this
segment to flourish — it just requires further consumer education and
branding. Local players are actively trying to penetrate the segment, but
the newer young, educated pet owners still currently prefer MNCs.

15-20%
Potential share of ultrapremium segment in tier
1 cities

This trend has prompted companies such as Real Pet Food Company
from Australia to set up China operations in 2019, primarily leveraging ecommerce platforms such as Tmall and JD.com. It’s brands, which
include ‘Billy + Margot’ and ‘Farmer’s Market’, focus on providing
nutritious & natural real food and are known for their quality ingredients.
We expect more international firms in this segment to follow.

16 Source: Analyst reports, PwC analysis
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2. Cats vs dogs
Cats have taken up an increasing share of the pet market (31% to 44% from 2014-19), and has
been growing at double the rate of dogs (See Figure 7). This increase in cat ownership has
direct implications for the development of the premium and ultra-premium segments, as cats
have stronger taste preferences than dogs. Cat owners are also more cautious about switching
products.
Traditionally, MNCs have a distinct product advantage over local players when it comes to cat
food and this has been reflected in their ability to better defend market share. There are hurdles
for local players to overcome with regards to product development and consumer perception;
they currently have a limited brand recognition and R&D history in the cat food market.
However the MNC advantage is expected to diminish progressively in the next few years as
local players become more established and overcome these obstacles.
Dog food, on the other hand, offers less barriers for local firms; the market is already largely
penetrated and dominated by local players who have 72% of the market (See Figure 8). The
only exception perhaps is premium, where branding, customer education, R&D and product
capabilities matter.

Figure 7. Total Cat & Dog population in China

Figure 8. T-m all/Taobao Sales, by type of com pany
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Source: PwC analysis, analyst reports, Euromonitor, expert Interviews
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3. Growing snacks & treats segment
The snacks & treats segment has grown broadly in line with the broader
Chinese pet food market. This has traditionally been a segment dominated by
dogs, due to the use of snacks & treats as a reward mechanism for positive
behaviour in their house-training. But cat treats has been one of the fastest
growing segments (albeit from a low base) — showing a 76% value growth in
201917.
With all this growth, there are still strong reasons to expect more from this
segment. Today, pet snacks in China is still a relatively underdeveloped segment
when comparing it to mature markets (8% of the pet food segment vs 17% in the
US)18. Going forward, we expect ‘snacks & treats’ to take an increasing share of
the market, as trends towards humanisation of pets will lead to increased snack
spend by younger owners to indulge their pets.

17 Source: Euromonitor
18 Source: Euromonitor
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4. The rise of locals: from OEMs to OBMs
Multiple local OEMs have been breaking the traditional factory-distributorconsumer model to sell directly to consumers by establishing their own brands.
There have been success stories, with many able to challenge traditional MNC
leaders, leveraging their ability to engage the growing, younger pet owning
population through e-commerce.
The success of this OEM to OBM transition has led to some of the most
notable pet food transactions in the space in recent times. (see figure 9)

Figure 9. The success of OEM to OBM transition

Description

Gam bol Pet Group

Petpal Pet Nutrition
Technology Co., Ltd

Set up by Gambol Pet Group, they leveraged
years of OEM experience and capabilities for

Raised a total of US$126m, w ith funding
rounds from KKR and Legend Capital develop

MNCs, such as Nestle, to develop quality
OBM products.

quality OBM products

Petpal ow ns the Peidi, Meatyw ay, Health
Guard brands; it is an OEM turned OBM, and

US$66m IPO on Shenzhen stock exchange in
Apr 2017

engages in the R&D, manufacture and sale of
pet food and pet snacks.

Yantai China ow ns the Wanpy and Zeal
brands; it is an OEM turned OBM, and
Yantai China Pet Food

Transactions

US$58m IPO on Shenzhen stock exchange in
Jun 2017

manufacturers pet food and snacks and
markets its products w orldw ide.

Source: PwC analysis of analyst reports, public information, press releases and expert interviews’

Transforming an OEM into an OBM remains a high-potential investment
opportunity for both corporates and investors — while the likes of Myfoodie has
emerged recently as early winners, we believe there are lots of potential local
OEMs in the market that are worth exploring and investing on.
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5. The rise of locals: from mass to
premium
A large portion of the success and growth in local players has come from the
lower value segments of the dog food market, with these local players
establishing a strong footprint in this part of the market. Rather than
differences in products, this can be mainly attributed to savvy branding &
marketing efforts which stems from a strong understanding of the Chinese
consumer in these segments. As mentioned before, local players have yet to
make significant headway in cat food market due to the higher product and
customer perception requirements. However, we predict they will eventually
gain presence in this space.

Local firms are
increasingly moving
into the premium
space as their product
capabilities and brand
recognition grows.

MNCs will continue to remain in a strong position in the premium segment,
and have remained relatively unopposed by local firms in recent times.
However local firms (such as Nature Bridge and Pure Natural have already
done- see figure 10) are increasingly moving into the premium space,
especially for dogs, as their product capabilities and brand recognition grows.
The ultra-premium segment, growing quickly in Tier 1 cities, has been
predominantly captured by MNCs and is positioned around real meat & high
protein content. Local players currently have limited presence in this space and
would encounter notable branding and marketing hurdles if they eventually
decide to address this more sophisticated customer segment market.

Figure 10. Relative focus of selected brands in dog & cat food, China
Ultra premium
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RMB60~70/500g

Positioning around real meat &
high protein content
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RMB30~40/500g
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free, less additives

Premium market share
RMB30~40/500g

Mars
Cat only portfolio

Nestle

Dog only portfolio

Mass market share
RMB13~25/500g
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Mars

Mass market share
RMB13~25/500g

Nestle
Mass market share
RMB13~25/500g

Nestle

MNC brand

Domestic brand

$

Strategic direction of brand positioning

Economy market share
<RMB13/500g

Source: Euromonitor, Analyst Reports, E-com Platform, Expert Interviews, PwC Analysis
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6. Radical channel shift: from traditional to online
Ten years ago, the e-commerce channel barely existed for the pet food sector. By now, it has grown to be the
dominant channel, with 50% of the market – the highest in the world – compared to 21% in the US and 11% in
Japan (see figure 11). This is attributable to the rising influence of local firms, who have fostered this growth by
primarily developing themselves through this channel (see figure 12).

The online market is not just catered towards low-end, price-sensitive consumers. In fact, a significant proportion of
ultra-premium products are purchased this way, including cross border transactions. We believe online will continue to
dominate amongst all customer segments.
This has created an urgency for MNC brands to catch up with their local competitors (see figure 12) in managing the
digital space in China – from effectively driving traffic in Tmall to better efficiency in digital targeted marketing (e.g.
identifying the right social media and KOLs to promote for the brands).

Figure 11. Pet food sales by channel

Figure 12. Case Study - E-com m erce capabilities of local
firm s vs MNCs

Grocery retailer

Local firms have primarily been able to develop themselves
through the online channel and get to a stage w here they are able
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Online

Set up in 2014, Crazy Dog has grow n rapidly to
become a top five player through an online pure-
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successfully leveraging its e-commerce expertise
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While their grow th w as partly due to a clear
product positioning and proposition, it can also
be largely attributed to the adoption of ‘precision
online marketing’, w ith the use of key opinion
leaders to promote the brand online and
optimised social media interactions w ith
customers.

49%

60%
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How ever, this has not gone unnoticed by MNCs w ho have
responded by increasing their online presence in order to catch
up w ith their local competitors.

23%
Market leader Royal Canin has recently invested
heavily in this area: online is now a majority of

1%
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Source: Euromonitor
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sales.
Source: PwC analysis of analyst reports, public information, press
releases and expert interviews
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Key investment themes

PwC has spoken to a large number of private and corporate
investors and we see five common investment themes that should
guide any approach of those looking to enter the space.
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Consolidation and investment into local
OEMs/OBMs
The market is still very fragmented today, allowing newcomers to the industry to roll -up and
consolidate companies, so as to build scaled operations. This opportunity is especially
pronounced in the mass and economy segments, which have a long tail of lower-end brands.
There are many smaller local players with strong e-commerce capabilities. But they need
investment so that they can scale up by developing their product capabilities, strengthening
their brand and expanding their distribution. There are also many OEMs with significant
manufacturing capability that could be groomed into successful brands (the OBM model).

Premium+ segment
Consumer sophistication and affordability will continue to grow, creating opportunities for

further development of the premium segment. There are many propositions that we have
seen in mature markets but which have yet to emerge in China. The market is ripe for
experienced brands to claim this segment or for local players to develop new products.

Increasing maturity of emerging segments
Currently underdeveloped segments such as services, snacks & treats and pet products
have significant growth potential and should make up increasing shares of the market to

bring it line with mature markets like the US. This will lead to multiple opportunities for
investment in the coming years.

Supply chain and capacity
Fast growth in the pet industry presents opportunities. Firms that can scale up production
capacity and distribution networks to fuel expected strong growth are well placed to increase
their market share and consolidate their market position.
There could also be synergy opportunities with other food & beverage categories that have
similar supply chain models. Pet food represents an attractive high-growth sector that is
prime for adjacency expansion.

Longer term opportunities — social platforms
and ecosystems
Consumer touch points are highly fragmented today. There is a business case for developing
one-stop-shops, such as those in mature markets (e.g. Pet Smart in the US).
Domestic players have been developing vertically-integrated platforms (with the full range of
offerings — food, products and services), but it will take time to determine if they will be
successful.
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