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Major economic indicators

China’s economic growth increased by 

4.8% year-on-year (YoY) in Q1, 0.8% 

higher than Q4 last year. This was 

better than expected since the 

benchmark of Q1 2021 was 18.3% as 

the economy expanded from the 10.3% 

contraction in Q1 2020. On a quarterly 

basis, GDP increased by 1.3% in Q1. 

The total GDP reached 27.02 trillion 

yuan.

However, this upward trend has been 

seriously disrupted by the COVID-19 

control measures with increasing 

Omicron cases in nearly all major 

provinces starting from mid March.

According to the estimation by Ming 

Zhang, a senior research fellow from 

Chinese Academy of Social Science, 

(CASS), China’s top think tank, GDP 

growth is expected to drop to between 

2.0% to 3.0% in Q2, if current policy 

measures continue. The market worries 

that a negative figure might happen 

again for the worst-case scenario.  

More specifically, lockdowns in cities, 

such as Shanghai, have caused 

significant damage to China’s economic 

growth, and interrupted the global 

supply chain, as Shanghai is an 

important economic, financial, trade and 

shipping centre in China, owing to its 

status as the world’s largest workshop. 

Based on a recent research by 

Professor Zheng (Michael) Song of the 

Chinese University of Hong Kong, a 

one-month lockdown in Shanghai would 

reduce local GDP by 60.0% and 

national GDP by 2.7%. That is 

approximately 480 billion yuan of 

economic loss. 

As varying COVID-19 control measures 

from respective provinces slowed down 

the national flow of cargo in April, the 

Ministry of Transport had to call local 

governments to ensure smooth 

transportation networks and transport of 

key materials. During the Labour Day 

holiday, from May 1 to 4, nationwide 

passenger traffic was down more than 

60.0% from last year. 

If the central government maintains the 

5.5% growth target this year, it might be 

necessary to adjust policies to balance 

COVID-19 control and economic 

development. With the 20th National 

People’s Congress (NPC) of the 

Chinese Communist Party (CCP) taking 

place this fall, this year serves as a 

transition between the incumbent 13th 

NPC and CPPCC (Chinese People’s 

Political Consultative Conference) and 

the 14th. Thus, the Two Sessions in 

March particularly emphasised the key 

priority of maintaining reasonable 

economic growth, and overall social 

stability. 

Additionally, it is also critical for China to 

achieve a 5.5% GDP growth in order to 

generate 11 million jobs, another official 

target for the year, because the number 

of college graduates will exceed 10 

million for the first time in 2022, with 

10.76 million graduates, according to 

the Ministry of Education. 

In Q1, a total of 2.85 million urban jobs 

were created, and national urban 

surveyed unemployment rate was 5.5%. 

On a monthly basis, the surveyed urban 

unemployment rate has increased. The 

increases in January and February were 

mainly due to seasonal factors, as the 

unemployment rate often increases 

when job seekers change employment 

around the Lunar New Year.

While the official target for the national 

urban surveyed unemployment rate in 

2022 is less than 5.5%, in March, 

COVID-19 control caused major 

economic indicators to slow down and 

increased the downward pressures. As 

a result, national urban surveyed 

unemployment rate increased to 5.8%, 

with the rate in 31 major cities 

increasing to 6.0%, from 5.1% in 

December 2021. Unemployment rate for 

the age group of 16 to 24 years 

remained at high level of 16.0%.

By the end of the first quarter, a total of 

177.8 million rural workers had migrated 

for work, 3.8 million higher than the 

same period in 2021.

Lastly, as a result of the war in Ukraine, 

sanctions on Russia and the tightening 

monetary policy, the International 

Monetary Fund (IMF) lowered the 

forecast of global economy growth from 

4.4% to 3.6%. Subsequently, the IMF 

adjusted China’s GDP growth 

expectation from 4.8% to 4.4% in 2022. 

Fortunately, there are policy signs that 

China will loosen macro control of the 

real estate sector and its tight 

regulations on Internet companies. 

Fiscal and monetary policy is likely to be 

more aggressive in response to the 

downturn. 

Figure 1: Quarterly GDP values and quarterly and annual GDP growth rate
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In Q1, the output of the primary, 

secondary and tertiary industries were 

1.10, 10.62 and 15.30 trillion yuan 

respectively. The corresponding growth 

rates hit 6.0%, 5.8% and 4.0% YoY. 

More specifically in Q1, the primary, 

secondary and tertiary industries 

accounted for 4.05%, 39.30%, 56.64% 

of the total GDP respectively. 

Meanwhile, in Q4 2021, these figures 

were 9.7%, 40.3% and 50.0%. 

Final consumption expenditure was 

restrained by the COVID outbreak,  

contributing 69.4% to economic growth 

and 3.3 percentage points to GDP 

growth in Q1. Retail sales of consumer 

goods totalled 10.87 trillion yuan, up 

3.3% YoY, lower than the GDP 

growth rate. 

Total capital formation contributed 

26.9% to economic growth and 1.3 

percentage points to GDP growth in Q1. 

As the contribution of investment to 

GDP shrank by 11.6% in Q4 2021, 

policy support was enhanced to boost 

investment, with the role of investment 

as a driver expected to increase. Since 

the beginning of 2022, local 

governments have been actively 

promoting the construction of major 

projects, increasing investment growth. 

Net exports of goods and services 

contributed 3.7% to economic growth 

and 0.2 percentage points to GDP 

growth in the first quarter. Despite the 

challenging international environment, 

the global economy is recovering. Thus, 

the demand for China's exports might 

continually increase, although, probably 

not as strong as last year. In Q1, 

imports and exports of goods reached 

9.42 trillion yuan and up 10.7% YoY. 

The trade surplus surged to 1.04 trillion 

yuan.

However, almost all Q2 figures, 

especially consumption, will be affected 

by the current strict COVID-19 control 

measures to combat the surging 

Omicron cases. 

Figure 2: GDP composition 
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Figure 3: Fixed Asset Investment

Total fixed asset investment reached 

10.49 trillion yuan in Q1, increasing by 

9.3% YoY. On a month-on-month basis, 

fixed asset investment rose by 0.61% in 

March. When compared to the last two 

quarters of 2021, the growth rate is 

much higher, thanks to policy stimulus. 

More specifically, by ownership, 

private investment reached 5.96 billion 

yuan, increasing by 8.4% in Q1 and

accounting for 56.9% of total investment. 

The same figure for 2021, 2020, 2019 

and 2018 was 56.4%, 55.7%, 56.4% 

and 62.0% respectively.

In contrast, state-owned investment 

rose by 11.7% in Q1, higher than Q4 of 

2021. This is because policy support 

often goes to state-owned sectors. At 

the end of 2021, the growth rate slowed 

down to 2.9%. 

Furthermore, fixed asset investment 

from Hong Kong SAR-, Macao SAR-

and Taiwan-owned companies 

increased by 9.0% in Q1 (16.4% in 

2021). Fixed investment of foreign-

owned enterprises increased by 5.5% 

(5.0% in 2021). Fixed investment of 

domestic-owned companies, including 

state-owned and private enterprises, as 

well as collective enterprises and limited 

liability companies, among others, went 

up by 9.3% (4.7% in 2021). 

By sector, fixed asset investment of the 

primary, secondary and tertiary industry 

increased by 6.8%, 16.1%, and 6.4% in 

Q1 to 252 billion, 3.24 trillion and 6.99 

trillion yuan respectively. 

By industry, within the secondary 

industry, the industrial sector went up 

16.3%. Investment in mining increased 

by 19.0%, while investment in the 

production and supply of electricity, gas 

and water increased by 19.3% (1.1% in 

2021).

Fixed asset investment in the 

manufacturing sector rose by 15.6% in 

Q1 and its growth rate was 6.3% higher 

than total investment. Within this sector, 

investment in equipment manufacturing, 

consumer goods manufacturing and 

raw materials manufacturing increased 

by 27.3% 25.3% and 15.0% 

respectively.

All other manufacturing industries had 

double-digit growth in fixed asset 

investment, except the non-ferrous 

metal smelting and rolling processing 

industry, which increased by 9.4%.

In the tertiary industry, with the effective 

support of special bonds, infrastructure 

investment, excluding the production 

and supply of electricity, gas and water, 

increased by 8.5% in Q1 (0.4% in 2021). 

Within which, investments increased in 

water conservancy management by 

10.0%, public facilities management by 

8.1%, and road transport by 3.6%. Only 

investment in railway transport 

contracted, by 2.9%.

As one of the three key areas of fixed 

asset investment, in addition to 

manufacturing and infrastructure, real 

estate investment slowed to 0.7% in Q1 

(4.4% in 2021), due to macro control 

policies. 

Fixed asset investment in automobile 

manufacturing went up 12.4% in Q1, 

after a contraction of 3.7% in 2021. 

On the other hand, there were several 

industries that registered an increase of 

approximately 25.0% in fixed asset 

investment in Q1, such as: 

• Processing of food from agricultural 

products, also referred to as 

agricultural and sideline food 

processing (25.4%); 

• Manufacturing of special purpose 

machinery (26.7%), general 

equipment manufacturing (25.5%);

• Manufacturing of computers, 

communications and other electronic 

equipment (27.8%), manufacturing 

of electrical machinery and 

equipment (42.1%);

• Healthcare and social work (24.9%).

Lastly, fixed asset investment in high-

tech industries increased by 27.0% in 

Q1 (17.1% in 2021), 17.7 percentage 

points higher than the total investment 

in fixed assets. High-tech manufacturing 

and high-tech services grew by 32.7% 

and 14.5% respectively. 

Looking at Q2, as the COVID-19 control 

measures have intensified, it is likely 

that total fixed asset investment will also 

be affected. However, once China 

figures out a better solution to balance 

pandemic prevention and economic 

development, fixed asset investment 

will see a rapid rebound in the second 

half of the year.  
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Total real estate investment growth 

slowed down to 0.7% YoY in Q1 2022, 

reaching 2.78 trillion yuan and accounting 

for 26.5% (27.1% in 2021) of total fixed 

asset investment. This continued the rapid 

deceleration from 4.4% at the end of 2021. 

In Q1 2021, it increased by 25.6%. 

Total real estate investment of residential 

buildings increased by 0.7% in Q1 (6.4% 

in 2021) and reached 2.08 trillion yuan.

If the real estate sector faces a hard 

landing this year, followed by other 

setbacks from the impact of strict COVID-

19 control measures, China’s economy 

would worsen. 

Fortunately, the central government 

recently decentralised some of the macro 

control policies pertaining to the real 

estate sector, authorising policies to local 

governments. A soft landing of property 

market will cause less shock to the 

currently fragile state of China’s economy.

The trend of the major data points in the 

past 20 years, including growth rate of 

land purchased, sources of funds, rate of 

investment, and sales of value and area, 

indicates that the property market is facing 

serious challenges. 

In addition to investment, majority of the 

other major indicators also contracted, 

such as sales, sources of funds for 

developers, and land purchased. The 

National housing climate index also 

dropped below 100 to 96 since January 

this year, when it is usually above 100.  

More specifically, the total sales value of 

all properties reached 2.97 trillion yuan, 

a decrease of 22.7% YoY in Q1. Among 

all properties, sales of residential 

properties reduced by 25.6%. 

In March, the prices of newly-built 

properties in the first-tier cities of Beijing, 

Shanghai, Guangzhou and Shenzhen 

increased by 4.3% YoY. At the same 

time, prices of resale residential 

properties increased by 2.8%. 

In tier two cities, prices of newly built 

properties went up 1.6% YoY in March 

while prices of resale properties 

decreased by 0.2%. In tier three cities, 

prices of newly-built and resale 

properties fell by 0.6% and 1.9%. 

In the first quarter, the sources of funds for 

real estate development enterprises 

reached 3.82 trillion yuan, a contraction of 

19.6% YoY. In comparison, it reached 

20.11 trillion yuan and increased by 4.2% 

in 2021.

More specifically, in Q1, 1.24 trillion 

yuan was generated from self-raised 

funds, a 4.8% YoY decrease. There 

was 1.23 trillion yuan in deposits and 

prepayment, a decrease of 31.0%. 

Personal mortgage loans and domestic 

bank loans contributed 637 and 553 

billion yuan, registering a decrease of 

18.8% and 23.5% respectively. 

Furthermore, in Q1 2022:

• Total value of land transactions, also 

known as land transaction price, fell 

by 16.9%, reaching 67.2 billion yuan 

(2021: 2.8% increase to 1.78 trillion 

yuan).

• Land acquisition area, also known 

as growth rate of volume of land 

purchased, contracted by 41.8%

(2021: 15.5% decrease).

• Floor space of buildings, including 

residential and commercial buildings, 

at the start of construction 

decreased by 17.5% (2021: 11.4% 

decrease); Residential space 

decreased by 20.3%.

Additionally, in the first quarter:

• Floor space of residential buildings 

completed reduced by 11.5% (2021: 

11.2% increase).

• Total floor space of residential 

buildings sold reduced by 13.8% 

(2021: 1.9% increase).

• Floor space under construction 

increased by 1.0% (2021: 5.2% 

increase).

For Q2 and the rest of the year, as local 

governments ease macro control 

measures, the sector might rebound 

slightly. However, after 20 years of rapid 

development, China’s property market is 

entering a saturated stage. Hence, the 

growth rates will likely be more modest 

than the past, in line with the GDP. 

Figure 4: Growth rates in real estate 
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Figure 5: Purchasing Managers’ Index

China’s Purchasing Managers’ Index 

(PMI) for the manufacturing sector was 

50.1%, 50.2% and 49.5% in January, 

February and March, respectively. 

While it reflected that manufacturing 

production and business activities 

slowed down in March, the index did not 

fully echo the COVID-19 situation as it 

was conducted at the beginning of the 

month when the scale of the outbreak 

was unpredictable. 

Besides the PMI for the manufacturing 

sector, the non-manufacturing business 

activity index and the composite PMI 

output index also saw drops to 48.4% 

and 48.8% respectively in March, 3.2% 

and 2.4% lower than in the previous 

month. All three major indices fell below 

the critical point, indicating that the 

overall economic climate in China has 

worsened. 

Based on indices in March, the National 

Bureau of Statistics indicated that both 

production and demand are falling. 

Affected by the pandemic, selected 

enterprises in particular regions have 

temporarily reduced and or suspended 

production, affecting the operations of 

upstream and downstream enterprises.

At the same time, some surveyed 

enterprises reported that due to the 

pandemic, there were problems such as 

insufficient staff, disruption to logistics 

and transportation, and a prolonged 

delivery cycle.

For Q2, PMI is expected to hit a much 

lower level, since China intensified its 

control measures with increasing cases 

of COVID-19 in many provinces. 

More specifically, in March, all of PMI’s 

subindices dropped to less than 50%, 

and three of the related indices 

remained above 50%. These were 

purchase price of main raw materials 

index (66.1%), producer price index 

(56.7%), and index of production and 

business activities expectation (55.7%).

In March, the three indices with the 

lowest scores were import orders index 

(46.9%), which was slightly lower than 

the first two months; supplier delivery 

time index (46.5%), which dropped from 

January (47.6%) and February (48.2%); 

and open orders index (46.1%), which 

increased from January (45.8%) and 

February (45.2%).

Affected by recent fluctuations in 

international commodity prices, the 

price index went up continuously in 

March. The purchasing price index and 

producer price index for major raw 

materials increased to 66.1% and 

56.7% respectively, up 6.1% and 2.6% 

from the previous month, both rising to 

their peak in nearly five months. 

The purchasing price index and 

producer price index of major raw 

materials in upstream industries 

including petroleum, coal, processing of 

other fuels, ferrous metal smelting and 

non-ferrous metal smelting exceeded 

70.0%, adding great cost pressure to 

the middle and downstream industries.

Production of large enterprises were 

relatively stable in March. The PMI for 

large enterprises was 51.3%, 0.5% 

lower than the previous month, 

indicating continued expansion among 

these businesses. The mid-sized 

enterprises PMI was 48.5%, dropping 

2.9%. The PMI for small businesses 

remained below the critical point at 

46.6%. 

In Q1, the non-manufacturing PMI 

also went below the critical point of 50% 

to 48.4%, this was from 51.1% in 

January and  51.6% in February. Non-

manufacturing sentiment also 

contracted and activity in the service 

sector weakened.

The service sector was significantly 

affected by COVID-19, with the 

business activity index of service 

decreasing to 46.7%, 3.8% lower than 

previous month and 8.5% lower than 

the same period last year.

In terms of sectors, railway transport, air 

transport, accommodation, and catering 

were greatly affected by the pandemic, 

significantly reducing their business 

activities in March. These business 

activity indices dropped by more than 

20%, and the operating pressure of 

enterprises has increased.

Meanwhile, the prosperity level of some 

industries was relatively high. The 

business activity indices of 

telecommunications, radio and television, 

satellite transmission services, and 

monetary and financial services were all 

in the high prosperity range of more than 

60.0%.

Additionally, in March, new orders index 

fell to 45.7%, down 1.9% from the 

previous month. The input price index 

rose to 55.9%, up 2.0%. The sales price 

index rose to 51.1%, up 1.3%. 

Employment index fell to 47.1%, down  

0.9 %. The expectation index of business 

activity declined significantly from 60.5% 

to 54.6%, contracting by 5.9%.
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Figure 6: Industrial Added Values
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Growth of Industrial Added Values for 

companies over designated scales rose 

by 6.5% YoY in the first quarter.

In March, industrial added values went 

up 5.0% YoY, and 0.39% when 

compared to the previous month. In 

February, it increased by 7.5% YoY. 

In Q1, the Utilisation Rate of National 

Industrial Capacity was 75.8%, down 

1.4% YoY. It practically reached the 

same level as the pre-pandemic period, 

the first quarter of 2019. (2021: 77.5%, 

3.0% higher than 2020). 

The total profit for all industrial 

companies over designated scales 

increased by 8.5% YoY to 1.96 trillion 

yuan. Meanwhile, total revenues of 

these companies rose by 12.7%, 

reaching 31.27 trillion yuan in Q1. 

Although the pandemic outbreaks 

affected industrial operations in March, 

the overall situation is comparatively 

stable throughout the first quarter. 

However, it might worsen in the second 

quarter as many other sectors of the 

economy continue to face the impact of 

the COVID-19 control measures. 

More specifically, in Q1, the added 

value of the mining industry grew 10.7% 

YoY while manufacturing grew 6.2%. 

The production and supply of electricity, 

heat, gas and water grew 14.2%. In 

March, these figures increased by 

12.2%, 4.4%, and 4.6% YoY 

respectively. 

Among the 20 sectors assessed by the 

National Bureau of Statistics, the growth 

of industry added values of nine sectors 

were less than 5.0% in Q1. Five of 

these had less than 3.0% growth 

including:

• Manufacturing of rubber and plastics 

products (1.5%); 

• Manufacturing of nonmetal mineral 

products (1.4%);

• Manufacturing of ferrous metal 

smelting and pressing (-2.4%);

• Manufacturing of general machinery 

(2.6%);

• Manufacturing of railways, 

shipbuilding, aerospace and other 

transportation equipment (2.9%).

In contrast, industry added values of a 

few sectors were more than 10.0%, 

including manufacturing of medicines 

(11.8%), computer, communication and 

other electronic equipment (12.7%), 

electric machinery and equipment 

(12.4%), alcoholic, beverages and 

refined teas (12.1%), as well as coal 

mining and washing (13.2%). 

Furthermore, according to the China 

Association of Automobile Manufacturers 

(CAAM), car output and sales in Q1

increased by 2.0% and 0.2% YoY to 6.48 

million units and 6.51 million yuan 

respectively. 

The pandemic and international 

geopolitical instability have affected the 

production and business activities of the 

car market. In addition, the chip shortage 

has not improved significantly, and the 

hiking prices of raw materials for power 

batteries haves increased production 

costs. Therefore, most enterprises have 

raised prices, affecting car sales.

In March, car output decreased by 9.1% 

to 2.24 million units while car sales 

contracted by 11.7% to 2.23 million yuan 

YoY. Looking on a month-on-month basis, 

both figures increased by 23.4% and 

28.4% respectively. 

In contrast, the production and sales of 

new energy vehicles reached 1.29 and 

1.26 million in Q1, with a YoY growth of 

1.4 times and a market share of 19.3%. In 

relation to the segments, the production 

and sales of pure electric vehicles, plug-in 

hybrid electric vehicles, fuel cell vehicles 

continued to grow rapidly when compared 

with the same period last year. 

When broken down by ownership, profits 

for all industrial company types increased 

in Q1, excepted for foreign-owned 

enterprises:

• Profits of state-owned enterprises 

(SOEs) increased by 19.5% to 0.71 

trillion yuan;

• Profits of foreign-owned enterprises 

(including Hong Kong SAR, Macao 

SAR and Taiwan) decreased by 

7.6% to 0.47 trillion yuan; 

• Profits of joint-stock enterprises 

increased by 14.4% to 1.44 trillion 

yuan;

• Profits of private companies 

increased by 3.2% to 0.53 trillion 

yuan.

Lastly, by industry, in Q1, the mining 

industry achieved a total profit of 383 

billion yuan, 1.48 times higher YoY. 

Profits in the manufacturing sector 

totalled 1.47 trillion yuan, down 2.1%.  

Profits from the production of electricity, 

heat, gas and water reached 98 billion 

yuan, down 30.3%. Profits of oil and 

natural gas extraction grew 1.51 times, 

and non-ferrous metal smelting and rolling 

processing grew 52.9%.

Furthermore, in the first quarter, among 

the 41 industrial categories, while the total 

profits of 24 industries increased YoY, 15 

industries declined, one industry suffered 

a loss, and one industry remained 

stagnant. 

8.50%

6.30% 5.80%
6.90%

-1.10%

4.80%

6.90%

7.30%

14.10%

8.30%

3.10%
4.30%

5.00%

G
ro

w
th

 r
a
te



Figure 7: Retail Sales of Consumer Goods

Total retail sales of consumer goods 

increased by 3.3%, reaching 10.87 

trillion yuan in the first quarter. After 

deducting price factors, the real growth 

rate of retail sales of consumer goods 

was 1.3%. 

The retail sales of urban consumer 

goods reached 9.4 trillion yuan, up 

3.2% in Q1, and the same rate for rural 

consumer goods increased by 3.5% to 

1.4 trillion yuan. 

COVID-19 made a big impact on the 

consumer market. In March, the local 

outbreaks occurred in provinces, which 

reduced the number of people going out 

to shop or dine, and significantly 

obstructed market sales. As a result, 

retail sales of consumer goods fell by 

3.5% YoY in March, with catering 

revenue down 16.4%.

Looking at the types of consumption in 

the first quarter, retail sales of goods 

reached 9.80 trillion yuan, up 3.6% YoY, 

while catering revenue reached 1.07 

trillion yuan, up 0.5%. The retail sales of 

automobiles (car and components) 

reached 1.07 trillion yuan, a YoY 

increase of 0.3%. 

In March, retail sales of goods were 

3.13 trillion yuan, down 2.1% YoY and 

sales of automobiles reached 0.37 

trillion yuan, a contraction of 7.5%.

Out of the 16 categories of retail items, 

in Q1, three items recorded a negative 

growth rate. In March, the contraction 

expanded to eight categories. 

Categories with a negative growth rate 

of more than 5.0% in March include:

• Gold, silver and jewelry (-17.9%);

• Catering (-16.4%);

• Clothing, shoes and hats, textile 

(-12.7%); 

• Cosmetics (-6.3%);

• Furniture (-8.8%); 

• Automobiles (-7.5%). 

Looking into the second quarter, it is 

very likely that more categories will face 

negative growth with the COVID-19 

control measures continue to be 

implemented in many provinces. 

Besides, national online retail sales 

went up 6.6%, reaching 3.02 trillion 

yuan in Q1. Online retail sales of 

physical goods rose by 8.8%, reaching 

2.53 trillion yuan, accounting for 23.2% 

of total retail sales of goods. 

Among online retail sales of physical 

goods, food, clothing and daily 

necessities increased by 13.5%, 0.9% 

and 10.6% respectively in Q1. Gold, 

silver and jewellery, household 

appliances and audio-video equipment, 

and cultural and office supplies grew by 

7.6%, 5.9% and 10.6% respectively.

In March, national online retail sales 

was also affected by the outbreak, but 

there is no monthly data from the 

National Bureau of Statistics.

Furthermore, sales of supermarkets, 

convenience stores, specialty shops 

and exclusive shops grew by 3.2%,

10.1%, 6.6%, and 1.0% YoY 

respectively, while sales of department 

stores decreased by 3.3%

Per capita disposable nominal 

income rose to 10,345 yuan in Q1 and 

increased by 8.3% YoY. After deducting 

price factors, the real growth rate was 

5.1% YoY.

(For the following data, nominal growth 

rates are represented on a YoY basis 

unless specified otherwise.)  

For urban residents, the average 

income rose by 5.4% to reach 13,832 

yuan. In the meantime, the average 

income of rural residents grew 7.0% to 

5,778 yuan. The national median per 

capita disposable income was 8,504 

yuan, up 6.1%. The median figure was 

82.2% of the average per capita 

disposable income (10,345 yuan).

On the other hand, in Q1, per capita 

consumption expenditure reached 

6,393 yuan, up 6.9%. Per capita 

consumption expenditure of urban 

residents was 7,924 yuan, up 5.7%, 

while for rural residents, it reached 

4,388 yuan, up 8.6%.

More specifically, per capita 

consumption expenditure on food, 

tobacco and alcohol reached 2,084 

yuan, an increase of 4.9%, accounting 

for 32.6% of per capita consumption 

expenditure. The same figure for 

housing was 1,435 yuan, up 6.7%, 

accounting for 22.5% of the total. 

Transportation and communication was 

791 yuan, up 12.7%, accounting for 

12.4%. Education, culture and 

entertainment was 583 yuan, up 6.9% 

and accounting for 9.1%. Medical care 

was 528 yuan, up 9.1%, accounting for 

8.3%. 

Low income residents were likely most 

affected by the economic slowdown 

caused by the COVID-19 control 

measures. Providing free food and cash 

allowances to vulnerable groups might 

help improve the situation, especially 

when their city is under a lockdown.
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Figure 8: Quarterly Balance of Trade 

China’s total imports and exports 

increased by 10.7% in Q1 YoY and 

reached 9.42 trillion yuan. It has the 

highest growth rate among the major 

economic indicators during the first 

quarter, but the momentum of growth 

weakened when compared to the last two 

quarters of 2021. 

More specifically, in Q1, exports 

increased by 13.4% to 5.23 trillion yuan, 

while imports increased by 7.5% to 4.19 

trillion yuan. 

Looking into Q2, and the rest of 2022, it 

will be challenging to further expand, as 

China’s international trade under strict 

control of COVID-19, the relatively high 

benchmark from last year and slowing 

global economic growth. 

Cross-border e-commerce increased by 

0.5% YoY and reached 435 billion yuan 

in Q1. Exports reached 310 billion yuan, 

up 2.6% YoY, while imports reached 

124 billion yuan, down 4.2% YoY. 

Rising commodity prices pushed up the 

value of imports. International energy 

and food prices have risen since the 

beginning of this year, with the Reuters 

CRB Index of international commodity 

prices rising by nearly 30.0% in the first 

quarter. As such, China's imports of 

crude oil, natural gas, grain and other 

commodities in Q1 showed double-digit 

YoY growth.

By geography, according to the 

General Customs Administration, trade 

values with ASEAN, EU, the US, South 

Korea  and Japan reached 1.38, 1.31, 

1.18, 0.574 and 0.571 trillion yuan 

respectively. Each of these trade figures 

grew by 8.4% (ASEAN), 10.2% (EU), 

9.9% (US), 12.3% (Korea) and 1.8% 

(Japan) in the first quarter. 

Trade with the 14 other RCEP member 

states also went up 6.9% and reached 

2.86 trillion yuan, as the agreement 

came into effect in 12 RCEP member 

states. Trade with member states 

accounted for 30.4% of China’s total 

foreign trade. Out of which, exports 

were 1.38 trillion yuan with an increase 

of 11.1%. Imports reached 1.48 trillion 

yuan with an increase of 2.3% in Q1.

By countries, in the first quarter, China’s 

trade with South Korea and Japan 

accounted for 40% of the trade with 

RCEP countries. Exports and imports 

from South Korea, Malaysia and New 

Zealand grew by double-digits YoY.

In the first quarter, China’s exports of 

mechanical and electrical products, and 

labour-intensive products to RCEP 

members accounted for 52.1% and 

17.8% of total exports, respectively. The 

exports of integrated circuits, textiles, 

and automatic data processing 

equipment and their parts increased by 

25.7%, 14.1% and 7.9% respectively. 

Imports of mechanical and electrical 

products, metal ore and ore, and 

agricultural products from RCEP 

members accounted for 48.5%, 9.6% 

and 6.0% of total imports respectively.

Additionally, in Q1, trade with countries 

under the Belt and Road Initiative (BRI) 

also increased by 16.7% and reached 

2.93 trillion yuan. Out of which, imports 

accounted for 1.29 trillion yuan, an 

increase of 17.4% YoY, while exports 

accounted for 1.64 trillion yuan, an 

increase of 16.2%. 

Imports of energy and agricultural 

products grew rapidly in the first quarter. 

China imported 483 billion yuan of 

crude oil, natural gas and coal from BRI 

countries, up 52.5% from the same 

period the year prior, accounting for 

37.4% of China's total import value from 

BRI countries. Agricultural imports 

reached 79 billion yuan, up 12.2%,  

accounting for 6.2% of the total.

Exports of mechanical and electrical 

products accounted for more than half 

the exports to BRI countries while 

exports of new energy products surged. 

In Q1, China exported 887 billion yuan 

of mechanical and electrical products to 

BRI countries, up by 14.2% YoY, 

accounting for 54.2% of the total value. 

Exports of solar cells and electric 

vehicles increased 1.3 times and 9.2 

times YoY respectively. The exports of 

labour-intensive products reached 297 

billion yuan, up by 18.2% YoY.

By ownership of trading enterprises, 

trade generated by private enterprises 

in Q1 increased by 14.1% and reached 

4.52 trillion yuan, accounting for 48.0% 

of China’s total trade. Meanwhile, trade 

from foreign-owned enterprises and 

state-owned enterprises reached 3.38 

trillion yuan and 1.5 trillion yuan 

respectively. The trade values 

increased by 5.8% and 14.5% 

respectively YoY.

By product, in Q1, exports of 

mechanical and electrical products 

reached 3.05 trillion yuan, up 9.8% YoY, 

accounting for 58.4% of the total export 

value. Exports of solar cells, lithium 

batteries and automobiles increased by 

100.8%, 53.7% and 83.4% respectively. 

Exports of labour-intensive products 

reached 900 billion yuan, up 10.9%. 

Among which, exports of luggage, 

shoes and toys increased by 24.0%, 

20.4% and 16.9% respectively.

Imports of mechanical and electrical 

products reached 1.71 trillion yuan, up 

2.7%, accounting for 40.8% of the total 

import value. Imports of integrated 

circuits, automatic data processing 

equipment and its parts, and electric 

vehicles increased by 12.4%, 14.9% 

and 15.7% respectively. In the same 

period, China imported 336 billion yuan 

of agricultural products, up 4.1%.
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Figure 9: Producer Price Index and Consumer Price Index

While the Producer Price Index (PPI) 

for manufactured goods remained at a 

high level in Q1. It was slightly lower than 

in Q4 2021 as China took multiple 

measures to ensure the supply and price 

stability of major commodities. It 

increased by 9.1%, 8.8%, and 8.3% YoY 

from January to March respectively while 

the increases from October to December 

2021 were 13.5%, 12.9% and 10.3%. 

In the first quarter, PPI for manufactured 

goods rose by 8.7% YoY, 3.5% lower 

than in the fourth quarter of 2021. 

Although PPI fell by 0.2% in January YoY, 

it rose by 0.5% in February and 1.1% in 

March, affected by the base of 

comparison.

Producer purchasing prices for 

manufactured goods rose by 11.3% YoY 

in Q1 and 10.7% in March. 

Among the subindices of PPI for 

manufactured goods, the price for 

means of production increased by 

10.7% in March and 11.3% in Q1. This 

resulted in an 8.08% overall increase in 

producer prices in March. 

Among these prices, mining rose by 

38.0%, raw materials by 16.7% and 

processing industries by 5.7% in March. 

While in Q1, the prices of mining, raw 

material and processing industries 

increased by 35.3%, 17.6% and 6.4% 

respectively.

On the other hand, PPI for consumer 

goods continued to remain relatively flat, 

increasing by only 0.9% in both March 

and Q1 YoY; the prices of durable 

consumer goods and clothing increased 

by 0.3% and 0.8% in March, 0.5% and 

1.2% in Q1 respectively. Food prices 

and daily necessities prices rose by 

0.8% and 1.9% in March and 0.6% and 

1.6% in Q1. 

In terms of the purchasing price index, 

fuel and power prices rose by 30.9%, 

non-ferrous metal materials and wires 

by 15.6%, chemical raw materials by 

13.3% and ferrous metal materials by 

5.9% in March. During the first quarter, 

the trend of hiking prices of these 

sectors were similar to that in March. 

More specifically, PPI for manufactured 

goods of most of the following sectors 

increased by more than 10%YoY in 

March and in Q1, such as:

• Mining and washing of coal (53.9% 

in March and 50.2% in Q1); 

• Petroleum and natural gas extraction 

(47.4% in March and 42.8% in Q1); 

• Mining of non-ferrous metal ores 

(12.7% in March and 12.0% in Q1); 

• Processing of petroleum, coking, 

processing of nucleus fuel (32.8% in 

March and 31.1% in Q1);

• Manufacturing of chemical raw 

material and chemical products 

(15.7% in March and 18.7% in Q1);

• Manufacturing and processing of 

ferrous metals (9.4% in March and 

12.3% in Q1);

• Manufacturing and processing of 

non-ferrous metals ((18.3% in March 

and 19.5% in Q1).

On the other hand, prices of ferrous 

metal mining reduced by 7.1% and 

6.7% in March and Q1 respectively.  

The Consumer Price Index (CPI)

increased by 1.5% in March YoY and 

1.1% in Q1, much lower than the official 

target of around 3.0%. 

CPI in January and February rose by 

0.4% and 0.6% month-on-month 

respectively, due to the combined 

influence of the Lunar New Year and 

rising international commodity prices. The 

CPI remained flat in March on a monthly 
basis due to the spread of COVID-19. 

In March, food prices decreased by 1.5%, 

and non-food prices increased by 2.2%. 

Prices of consumer goods went up by 

1.7% while prices of services also 

increased by 1.1%. 

In Q1, food prices declined by 3.1% while 

non-food prices went up by 2.1%. Prices 

of consumer goods and services 

increased by 1.0% and 1.3% respectively. 

More specifically, in terms of food prices, 

in March, meat prices dropped by 

24.8%, with pork prices dropping by 

41.4%. Due to seasonal fluctuations, 

fresh vegetable and fruit prices rose by 

17.2%, and 4.3%. Egg prices rose by 

7.0%, the prices of aquatic products by 

4.2%, and grain by 2.0%, 

On a monthly basis, in March, meat 
prices fell 4.9%, with pork prices down 

9.3%. Fresh fruit prices fell 2.3% and 

prices of aquatic products fell 2.1%. 

These prices also declined in Q1. 

Additionally, prices of transportation and 

communications, prices of education, 

culture and entertainment (including 

tourism), and prices of other supplies 

and services rose by 5.8%, 2.6% and 

2.1% in March respectively. These 

prices also followed a similar rising 

trend in Q1. 

Finally, as domestic demand will remain 

weak due to the new COVID-19 

outbreak, CPI is likely to stay at a 

lowered level in Q2. 
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Growth of aggregate financing to the 

real economy increased by 10.3% in 

Q1. 

According to People’s Bank of China 

(PBoC), in the first quarter, liquidity was 

reasonably abundant; the total financial 

volume increased steadily, while the 

comprehensive financing cost of 

enterprises decreased steadily.

The total aggregate financing to the real 

economy (AFRE) increased by 12.06 

trillion yuan in Q1, 1.77 trillion yuan more 

than the same period last year.

The growth rate of M2, defined as money 

supply that includes cash, checking 

deposits, and easily convertible near 

money, and AFRE increased by 9.7% 

and 10.6% YoY respectively in Q1. In 

March, AFRE increased by 4.65 trillion 

yuan, 1.28 trillion yuan more than the 

same period last year.

More specifically, total RMB loans to the 

real economy increased by 8.34 trillion 

yuan, 0.43 trillion yuan more than the 

same period last year, accounting for 

69.1% of AFRE in Q1. 

At the end of March, the total 

outstanding loans in both RMB and 

foreign currencies were 207 trillion 

yuan, up 11.0% YoY. The balance of 

RMB loans was 201.01 trillion yuan, up 

11.4%. The outstanding individual 

housing loans reached 38.8 trillion yuan 

(excluding 7 trillion yuan of outstanding 

housing provident fund loans), up 8.9%.

Among which, in Q1, by sector, 

household loans increased by 1.26 

trillion yuan, with short-term loans 

increasing by 194 billion yuan and 

medium and long-term loans by 1.07 

trillion yuan. Loans to enterprises and 

public institutions increased by 7.08 

trillion yuan, of which short-term loans 

increased by 2.23 trillion yuan, medium 

and long-term loans by 3.95 trillion 

yuan. 

In March, RMB loans increased by 3.13 

trillion yuan, 395 billion yuan more than 

the same period last year.

Direct financing to enterprises 

maintained rapid growth in Q1. Net 

corporate bond financing increased by 

1.31 trillion yuan, an increase of 405 

billion yuan YoY. Equity financing 

reached 298 billion yuan, 52 billion yuan 

more than the same period last year. 

However, when compared to the 

amount of total RMB loans (69.1% of 

AFRE), China’s direct financing is far 

too low in proportion, indicating huge 

growth potential. In comparison, in the 

United States, direct financing 

accounted for more than 80% of total 

social financing as early as in 2017.

To stabilise economic growth and boost 

investment in the first quarter, net 

financing of government bonds reached 

1.58 trillion yuan, an increase of 924 

billion yuan YoY. This included 1.33 

trillion yuan in the net financing of local 

government special bonds, 1.09 trillion 

yuan more than the same period last 

year. 

Besides, for off-balance sheet financing, 

entrusted loans increased by 46 billion 

yuan in Q1. Trust loans decreased by 

169 billion yuan. Undiscounted banker’s 

acceptance bills increased by 79 billion 

yuan. 

At the end of March, the balance of 

small and micro loans reached 20.8 

trillion yuan, a YoY increase of 24.6%, 

as these enterprises faced increasing 

downward pressure of the economy. 

Medium and long-term loans for 

manufacturing also increased by 29.5% 

YoY. The enterprise loan interest rate 

fell to about 4.4%, down 0.21 

percentage points from same period in 

2021. 

In Q2, in order to deal with the 

economic slow down, the PBoC may

further increase financial support for the 

real economy, especially for micro-, 

small- and medium-sized enterprises, 

and self-owned businesses. The central 

bank is expected to further lower 

financing costs and increase total credit 

growth by reducing the reserve ratio 

requirement (RRR).

Figure 10: Aggregate financing to the real economy (flows) (Q1 2019 — Q1 2022)
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Fiscal revenue increased by 8.6% while 

fiscal spending grew by 8.3%.

In Q1, fiscal revenue remained steady 

with 8.6% YoY growth, mainly driven by 

economic recovery in the first two months 

and the increasing industrial producer 

prices. Meanwhile, the national public 

budget expenditure went up by 8.3%. 

More specifically, in terms of fiscal 

revenue, central government revenue 

grew by 7.6% to 2.89 trillion yuan while 

local government revenue rose by 9.5% to 

3.31 trillion yuan in Q1. National tax 

revenue grew by 7.7% to 5.25 trillion 

yuan. Non-tax revenue increased by 

14.2% to 0.96 trillion yuan as idle assets 

in some regions were put to use, and 

rising energy and resource prices boosted 

revenues from oil and mineral resources.

As major economic indicators have 

slowed down in March due to COVID-19 

outbreak, fiscal revenue is expected to 

slow in Q2. 

Among the major sources of tax revenue 

in 2021, most of them went up except 

vehicle purchase tax, and tax on land 

ownership (deed tax) reduced by more 

than 20.0% YoY. The top five sources of 

tax revenue in 2021 included: 

• Value-added tax: grew by 3.6% to 

1.92 trillion yuan with tax reduction 

policies for micro-, small- and medium-

sized enterprises in the manufacturing 

sector dragging down the growth;

• Enterprise income tax: grew by 9.8% 

to 1.07 trillion yuan as real estate and 

construction enterprise income tax 

decreased, but the industrial economy 

recovered steadily, and the profits of 

industrial enterprises increased; 

• Domestic consumption tax: grew by 

15.8 to 597 billion yuan; the value-

added tax and consumption tax on 

imported goods amounted to 535

billion yuan, a YoY increase of 24.2%;

• Personal income tax: grew by 16.5% 

to 465 billion yuan as personal 

income, the transfer of equity and 

other property, and dividend income 

increased.

The growth of real estate-related tax 

revenue from five sources totalled 540 

billion yuan. Tax on land ownership 

decreased by 22.4% to 158 billion yuan. 

Land value-added tax increased by 7.6% 

to 222 billion yuan. Property tax and urban 

land use tax increased by 28.0% and 

18.2% respectively to reach 71 and 46

billion yuan. Farmland occupation tax 

went up 47.4% to 44 billion yuan. 

In Q1, the national public budget 

expenditure reached 6.36 trillion yuan with 

a 8.3% YoY growth. The central 

government’s expenditure increased by 

4.5% to 0.68 trillion yuan. Expenditure of 

local governments saw a 8.8% growth to 

5.68 trillion yuan. Other major items 

contributing to fiscal expenditure in the 

first quarter included:

• 1.11 trillion yuan on social security and 

employment (a 6.8% YoY increase); 

• 977 billion yuan on education (a 3.5% 

increase); 

• 412 billion yuan on agriculture, forestry 

and water conservancy (a 8.4% 

increase); 

• 492 billion yuan on urban and rural 

communities including administration, 

public facilities, planning, 

environmental sanitation, etc. (a 7.5% 

increase);

• 572 billion yuan on healthcare and 

sanitation (a 6.2% increase); 

• 326 billion yuan on transportation 

(a 10.9% increase).

Expenses on debt interest payments 

decreased by 0.1% to 199 billion yuan. 

Spending on science and technology 

increased by 22.4% to 185 billion yuan, 

while spending on energy conservation 

and environmental protection increased 

by 6.2% to 129 billion yuan.

In addition to the budget revenue, 

triggered by the sluggish real estate 

market, the growth of government funds 

has also dropped rapidly. It contracted by 

25.6% in Q1 to reach 1.38 trillion yuan. 

Out of which, local government funds 

reached 1.30 trillion yuan with a decrease 

of 26.5%, while central government funds 

contracted by 7.9% to 85 billion yuan. 

Furthermore, 1.20 trillion yuan of local 

government funds was obtained from the 

transfer of state-owned land use rights, a 

27.4% reduction.

In contrast, the spending of government 

funds increased by 43.0% to 2.48 trillion 

yuan. Out of which, 2.45 trillion yuan was 

spent by local governments, an increase 

of 42.9%. Spending on the transfer of 

state-owned land use rights contracted by 

1.5% to 1.54 trillion yuan. Spending by the 

central government increased by 55.2% 

and reached 25 billion yuan. 

Financial departments at all levels have 

accelerated government spending, 

especially in key areas such as people's 

wellbeing. Among the special bonds 

issued, 416 billion was used to support 

municipal and industrial parks, 232 billion 

for transportation, 225 billion for social 

programs, 202 billion for government-

subsidised housing projects, and 100 

billion yuan for agriculture, forestry and 

water conservancy. Spendings in these 

sectors played an important role in 

stabilising the macro economy.

Figure 11: General public budget expenditure (Q1 2019 — Q1 2022)
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At the end of March 2022, the 

Central Committee of the Communist 

Party of China (CPC) and the State 

Council jointly released a guideline 

on accelerating the construction of a 

unified national market. It is an 

important guideline aiming to 

comprehensively deepen the reform 

and opening-up of the country. 

The key measures of the guideline 

include breaking down local 

protectionism and market 

segmentation, lifting the barriers 

restricting the economic cycle, and 

promoting the smooth flow of 

commodity, production factors and 

resources on a larger scale. The 

guidelines give full play to the rule of 

law to build a regulated, unified 

national market system. 

So, what does a national unified 

market mean? How can China 

establish such a market? Why did 

China release this guideline? What 

are its implications? 

Establishing an efficient, rule-based, 

fair and open unified market in China

◼ What are the key 

measures of the 

guideline?

Under the guideline, China will 

adhere to the principles of 

marketisation and the rule of law, 

strengthen the competition policy and 

accelerate the transformation of 

government functions, giving full play 

to the market's role in resource 

allocation. The country will channel 

resources to promote economic 

growth, encourage innovation, 

optimise the division of labour and 

promote competition in the domestic 

market. The key policy measures of 

the guideline include the six major 

aspects listed below:

1. Strengthen the coherence of 

basic market systems and rules 

across the country.

2. Promote a high standard of 

connectivity between market 

facilities.

3. Create a unified market for 

production factors and resources.

4. Promote the high-level 

integration of the goods and 

services markets.

5. Promote fair and unified market 

regulations.

6. Regulate unfair market 

competition and market 

intervention. 

Figure 12: Summary of the key systems and measures to establish a unified market in China 
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This requires improved coherence of the 

property rights protection system, market 

access system, system of fair 

competition and social credit system. For 

example, the unified property rights 

protection system will demand an 

enhanced system for the equal 

protection of economic property rights for 

all forms of ownership. 

technology and data market implies that 

China will establish a national technology 

trading market, improving the 

mechanism for assessing and trading 

intellectual property rights and promote 

the connectivity of technology trading 

markets in different regions.

This includes strengthening anti-

monopoly review systems, investigating 

and penalising acts of unfair competition, 

and breaking down local protectionism 

and regional barriers. Other measures in 

the guideline include abolishing existing 

practices that hinder equal access and 

exit, and reforming regulations and 

practices in the field of bidding and 

procurement that hinder the 

establishment of a unified market.

◼ What are the 

major goals of the 

guideline?

The guideline lists the five major goals 

of a unified national market.

1. Continue to boost the efficiency, 

connectivity and growth of the 

domestic market.

2. Accelerate the building of a stable, 

fair, transparent and predictable 

business environment.

3. Further reduce market transaction 

costs by removing institutional 

obstacles that hinder the market's 

allocation of various production 

factors and the circulation of goods 

and services.

4. Promote scientific and technological 

innovation and industrial upgrade.

5. Cultivate new advantages to enable 

international competition and 

cooperation. 

The market transaction costs mostly 

relate to institutional transaction costs, 

i.e., costs incurred from various 

institutional tools of the government, 

including taxes, financing costs and 

transaction costs. 
The goals of establishing a unified market in China: 

Boost market 

efficiency and scale

Accelerate the improvement 

of business environment

Reduce transaction costs, promote 

innovation and industrial upgrading

Enhance international 

cooperation

Strengthen the coherence of 

basic market systems and 

rules across the country.

Promote a high standard of 

connectivity between market 

facilities.

Create a unified market for 

production factors and 

resources

Promote the high-level 

integration of the goods 

and services markets. 

Promote fair and unified 

market regulations.

Regulate unfair market 

competition and market 

intervention.

This includes building a modern 

distribution network and improving 

market information exchange channels 

by unifying the mechanism for releasing 

property rights transaction information 

and connecting the national property 

rights trading market. This section of the 

guideline also includes optimising and 

upgrading trading platforms. Improved 

trading platforms will enable China to 

deepen the integration of public 

resources trading platforms and clarify 

standards and methods to integrate the 

trading activities of various types of 

public resources into a unified system. 

This entails building sound, unified land 

and labour market in urban and rural 

areas while accelerating the 

development of a unified capital market, 

technology and data market, energy 

market, and ecological and 

environmental market. Building a unified

This calls for improving the quality 

management system, standards and 

measurement system, and the quality of 

consumer services. For example, to 

improve the quality management system, 

China will reform the quality certification 

system and support non-governmental 

sectors in carrying out inspection and 

testing by exploring ways to build 

regional metrology centres, and national 

product quality inspection and testing 

centres. The country will also promote 

cross-industry and cross-regional 

interoperability with national recognition 

of certification results.

This involves improving the rules 

governing the unified market by 

strengthening its oversight and law 

enforcement and improving market 

oversight capacity comprehensively. 

More specifically, China will implement 

the strictest possible standards,

oversight, penalties, and accountability 

for food and drug safety, among other 

major areas that have a direct impact on 

people's health and safety. Integrated 

online and offline regulations will also be 

promoted for telemedicine, online 

education and training, online 

entertainment and other forms of 

businesses.

1

2

3

4

5

6



◼ Continuously increasing the scale and efficiency of the 

domestic market

15

Figure 13: Ease of doing business in China since 2015

Consider consumption as an example; it 

has become the biggest contributor to 

China's GDP growth over the past few 

years. Meanwhile investments still 

account for a large proportion of GDP. 

However, since 2016, the contribution of 

consumer expenditure to GDP has 

remained stagnant in China. The figure 

grew to approximately 38% of total GDP 

five years ago. Comparatively, in the US, 

personal consumption expenditure 

accounted for around 68% of the GDP 

in the last 20 years.
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Even compared to countries at a similar 

stage of economic development, 

China's household consumption rate is 

significantly lower. For instance, in 

2017, the average household 

consumption rate of BRICS countries 

(excluding China) was 64%, 26 

percentage points higher than that of 

China in the same year. 

Hence, continuously increasing the 

efficiency and scale of the domestic 

market is the primary goal of building a 

unified market. The key to achieving this 

goal is to increase both household 

income and the supply of high-quality 

products and services. 

◼ Breaking down local protectionism and regional barriers
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The guideline officially acknowledges 

that China's domestic market is currently 

not a single or common market. It 

indicates that between Chinese 

provinces, there are still barriers to the 

mobility of the four production factors, 

namely goods, capital, services and 

workers. More specifically, there might 

be:

Figure 15: Changes in the US' GDP accounting by expenditure, 1930-2021



Besides the aforementioned obstacles, 

which more or less exist between 

provinces and occasionally even within 

a province, China also lacks nationwide-

applicable standards for some public 

services. For instance, while the country 

continues to fight the COVID-19 

pandemic, every province has its own 

Health Code (jiankangma). The Health 

Code is a mobile application providing 

inspectors with easy access to data like 

nucleic acid test results, vaccination 

status, among other information at 

tollgates, airports, rail stations and 

hotels. Tourists and residents alike 

need to download and show different 

Health Codes when travelling between 

provinces.

In extreme cases, truck drivers have 

been held at highway exits due to 

different provincial COVID-19 control 

policies. This has slowed down the 

national transportation and logistics flow, 

significantly impacting the domestic 

economic growth and global supply 

chains. China's Vice Premier, Liu He, 

recently urged local governments to 

improve the working conditions of 

logistics personnel and refrain from 

restricting the flow of freight due to the 

long waiting time for COVID-19 test 

results. 

Furthermore, there are many protective 

barriers in the raw mineral materials 

industry, according to Gangming Yuan, 

a professor of economics from Tsinghua 

University. The degree of marketisation 

in the production and circulation of raw 

materials in China is low. Moreover, the 

industry faces some long-standing 

challenges such as local protectionism, 

segmentation, and poor supply and 

demand. 

Some markets that encountered these 

barriers last year include battery-related 

minerals such as nickel, cobalt and 

manganese. These delimited markets 

ensured that the interests remained in 

the local area. The market 

segmentation of mineral resources has 

raised prominent challenges, seriously 

hindering the development of a unified 

market.

Therefore, breaking down local 

protectionism and regional barriers are 

important steps in building a unified 

market.

17

◼ An institutional improvement to increase efficiency and productivity

Establishing an efficient and growing 

unified market would further improve 

market efficiency, labour productivity 

and income. Compared to developed 

economies with relatively mature market 

economies, developing countries, 

including China, are in the process of 

continuous reform to improve their 

systems, as pointed out by Professor 

Harry X. Wu from the National School of 

Economics at Peking University. 

The earlier the stage of development, 

the greater the "institutional dividend" 

brought by institutional reform. Hence, 

the growth rate of total factor 

productivity (TFP) is higher in 

developing economies. The more 

thorough the institutional reform of a 

developing economy, the faster it can 

approach the technological frontier and 

become an innovation and technology-

driven economy

Source: Wind 

Note: The United States was the benchmark when TFP was calculated

Figure 16: Comparison of TFP by countries, 1960-2019
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China’s TFP has dramatically increased 

in the past four decades since the 

country began its reform and opening-

up. However, it was still only 43% of the 

US' TFP in 2021, and much lower than 

the TFP of other developed countries. 

This is because as a developing

economy, China is yet to complete a 

thorough institutional reform. 

As Professor Wu further explained, the 

lags in institutional reform will not only 

cause a decline in efficiency, but also 

breed new interest groups while

consolidating old interest groups. The 

new interest groups will create 

obstacles for reform and lead to the 

further loss of efficiency, which 

manifests in a contracted TFP

growth rate.

18

Figure 17: China's TFP, 1960-2019

In fact, there are concerns that China's 

institutional reform has been too slow or 

even moved backwards in recent years, 

as the TFP growth rate has not 

improved since 2016. It increased to 

1.00 in 2016 and remained the same in 

2017, but slightly decreased to 0.98 in 

2018 and 0.99 in 2019. As such, 

establishing a unified market has 

become a major focus of China's 

institutional reform. 

0.0

0.1

0.2

0.3

0.4

0.5

0.6

0.7

0.8

0.9

1.0

Source: Wind

Source: International Labour Organisation

Figure 18: Annual growth rate of real GDP per employed person, 2010-2021 (%)
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In terms of labour productivity, which 

measures the hourly output of a 

country's economy, while China has 

maintained one of world's highest 

growth rates in the recent years, the 

gap is still relatively big compared to the 

developed countries. According to data 

from the International Labour

Organisation of United Nations, in 2021, 

China's output per worker was 

approximately 24% of that in the US. 

19

Our analysis above clearly 

demonstrates China's relatively high 

growth potential compared to developed 

economies. Deepening the institutional 

reform in the country will enhance TFP 

and economic efficiency, ultimately 

driving economic growth. Therefore,

there is no doubt that accelerating the 

construction of a unified national market 

is the right approach. 

An efficient, rule-based, fair and open 

unified market would create more value 

and benefits not only for Chinese 

residents, but also for various domestic 

and global business sectors. It is 

expected that the Chinese market will 

be more integrated with the global 

market. As a result, it would improve the 

country's competitiveness and promote 

a greater degree of reform and 

opening-up.
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