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Major economic indicators

While COVID-19 continues to persist, 
China’s economic growth continued to 
expand in the first half of the year 
(hereinafter referred to as H1) and in Q2. 
GDP reached 53.22 trillion yuan with 
7.9% growth year-on-year in the second 
quarter and an increase of 12.7% in H1. 
In comparison, at the height of the 
pandemic in 2020, it went up by 3.2% 
year-on-year in Q2 and contracted by 
1.6% in the first half year. 

Average H1 GDP growth rate of 2020 
and 2021 (geometric mean) was 5.3% 
which is 1% less than in the same 
period in 2019 (the pre-pandemic level). 
Average Q2 GDP growth rate for 2020 
and 2021 reached 5.5% which is 0.7% 
less than Q2 in 2019. 

During the second quarter, the COVID-
19 pandemic has been contained 
relatively well in China except in two 
areas. One is Ruili, Yunnan province 
which is a small city located on the 
border between China and Myanmar. 
The other is Guangzhou, one of the four 
tier one cities, and also the provincial 
capital of Guangdong, China’s largest 
province by economic size and 
population. This indicates that the 
danger of the pandemic might continue 
to be a challenge in the coming quarters 
for China’s economic development.

Furthermore, the pandemic situation did 
not improve much in some other 
countries, especially with the surge of 

the Delta variant of the coronavirus. 
There were also a few cases of Delta 
variant in China. COVID-19 is still the 
biggest uncertainty for the global 
economic recovery in the second half of 
this year. 

Additionally, according to IMF Managing 
Director Kristalina Georgieva, Delta 
variant threatens to slow the economic 
momentum of the recovery globally. 
She also said that the goal to end the 
pandemic by the end of 2022 will not be 
reached at the current pace of 
vaccination. On the other hand, IMF 
kept the earlier projection that in 2021 
global growth would rise by 6%. As 
Georgieva emphasised, the speed and 
effectiveness of vaccination is the key 
driver for global economic growth. 

For China, the good news is that it has 
administered 1.4 billion doses of 
vaccines by 13 July, according to 
Chinese Centre for Disease Control and 
Prevention. As a result, China will 
achieve herd immunity much earlier 
than previously expected, probably 
before the end of this year. In April, IMF 
raised its growth forecast for China to 
8.4% in 2021. Meanwhile, China’s 
official GDP growth target has been set 
at above 6%. Thus, the 12.7% growth in 
H1 is much higher than the official 
target.

Besides, by the end of June, China has 
created 6.98 million jobs which is 

around 64% of the annual goal of 11 
million. In contrast to pre-pandemic 
period, in H1 of 2019, this number was 
7.37 million. Meanwhile, there were 
5.64 million new jobs generated in the 
first half of 2020. Although the total jobs 
created during H1 in 2021 is still slightly 
less than the same period in 2019, it 
can be considered that the employment 
market has nearly recovered. 

In June, the urban surveyed 
unemployment rate in 31 major cities 
reached 5.2%. The rate was 5.8% and 
5.0% in the same period in 2020 and 
2019 respectively. By the end of Q2, the 
number of migrant workers from rural 
areas increased to 182 million, which is 
8 million more than Q1. As a result of 
around 9 million fresh college graduates 
entering the labour market, 
unemployment rate for the age group 16 
to 24 years old surged to 15.4% in June. 
This rate is expected to drop in the 
second half year once the young 
graduates are gradually hired. 

All in all, China’s economy has become 
more solid in the first half year, and 
there is no reason it cannot be 
maintained in the second half year, 
unless a sudden unexpected event 
takes place, such as the massive floods 
that hit Zhengzhou in Henan province, 
or new coronavirus variants emerging in 
more regions.  

Figure 1: Quarterly GDP values and quarterly and annual GDP growth rate
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In the first half year, the output of the 
primary, secondary and tertiary industry 
was 2.84, 20.72, and 29.66 trillion yuan 
respectively. The growth rates were 
7.8%, 14.8% and 11.8% year-on-year in 
H1. 

Average H1 growth rates for 2020 and 
2021 were 4.3%, 6.1% and 4.9% year-
on-year respectively. Meanwhile, it was 
3.0%, 5.8% and 7.0% for primary, 
secondary and tertiary industry in H1 
2019. 

More specifically in H1, the primary, 
secondary and tertiary industry 
accounted for 6.03%, 40.49% and 
53.47% of the total GDP, respectively. 

On the other hand, services and 
manufacturing sectors contributed 53% 
and 27.9% to the GDP growth. 
Consumption, investment and 
international trade further expanded and 
increased by 23.0%, 12.6% and 27.1% 
in H1 year-on-year. 

As a result, final consumption 
expenditure contributed to 61.7% of 
GDP growth, which is 42.5% more than 
the contribution of gross capital 
formation.

Furthermore, in the first half year, the 
contribution rate of total capital 
formation (investment) to economic 
growth reached 19.2%, driving 
economic growth by 2.4 percentage 
points.

Exports and imports of goods in H1 
surged by 27.1%. The contribution rate 
of net exports of goods and services to 
economic growth was 19.1%, driving 
economic growth by 2.4 percentage 
points,

All three key drivers of China’s 
economic growth, namely consumption, 
investment and international trade 
enjoyed double digit growth in the first 
half year. In this sense, China’s 
economy is back to the right track by 
the end of Q2. 

Figure 2: GDP composition 
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Figure 3: Fixed Asset Investment

Total fixed asset investment reached 
25.59 trillion yuan in H1, increasing by 
12.6% year-on-year and went up 9.1% 
compared to the same period in 2019. 
On a quarterly basis, total fixed asset 
investment rose by 1.5% in Q2 
compared to Q1 this year.

More specifically, by ownership, 
private investment increased by 15.4% 
year-on-year in H1, accounting for 
57.8% of total investment (55.7% in 
2020, 56.4% in 2019 and 62% in 2018).
Average H1 growth rate for 2020 and 
2021 was 3.8%.

The percentage of private investment 
within total investment continued to 
increase in the second quarter. This 
usually happens when economic 
recovery becomes stable. In contrast, 
state-owned investment rose by 9.6% 
in the first six months. The growth rate 
is much lower than private investment. 

Furthermore, fixed asset investment 
from Hong Kong, Macao and Taiwan 
owned companies increased by 19.9% 
in H1 year-on-year. Fixed investment of 
foreign-owned enterprises increased by 
9.3% over the same period. Fixed 
investment of domestic owned 
(including state-owned and private 
enterprises, as well as others such as 
collective enterprises, limited liability 
companies and etc.) went up by 12.4%. 

By sectors, fixed asset investment of 
the primary (656 billion yuan), 
secondary (7.64 trillion yuan) and 
tertiary industry (17.30 trillion yuan) 
increased by 21.3%, 16.3%, and 10.7% 

in the first half year respectively. 
Average H1 fixed asset investment 
growth rates of the primary, secondary 
and tertiary industry for 2020 and 2021 
were 13.2%, 2.9% (-0.3% in Q1) and 
4.8% respectively. 

Although the figure was only 2.9%, the 
average growth rate of fixed asset 
investment from the secondary industry 
(including mostly industrial and 
manufacturing sectors) for 2020 and 
2021 reached the pre-pandemic level 
in 2019. 

By industries, fixed asset investment 
in the manufacturing sector rose by 
19.2% in H1. In the industrial sector, it 
went up by 16.2%. Infrastructure 
investment (excluding the production 
and supply of electricity, gas and water) 
increased by 7.8% in H1 this year.

Furthermore, as one of the three key 
areas of fixed asset investment, in 
addition to manufacturing and 
infrastructure, real estate investment 
rose by 15.0% in H1 this year. 

In the first half year, two sectors 
recorded negative figures. Fixed asset 
investment in the manufacturing of 
automobile reduced by 2.3%. 
Purchasing of equipment and 
instruments saw 0.8% reduction in 
terms of fixed asset investment. 

Among all the 26 industries, six had 
single digit growth in terms of fixed 
asset investment (most of these are 
dominated by state-owned enterprises), 
and the rest were in double digits. 

There were a few industries that 
registered around 30% gain in fixed 
asset investment, including 
manufacturing of railways, shipbuilding, 
aerospace and other transportation 
equipment (31.4%), manufacturing of 
chemical raw material and chemical 
products (30.1%) and food processing 
(29.8%). 

Additionally, there were several 
industries that registered around 20% 
increase in fixed asset investment, 
such as farming, forestry, animal 
husbandry and fishery (19.9%), 
manufacturing of medicines (20.7%), 
manufacturing of special purpose 
machinery (28.5%); manufacturing of 
computers, communications and other 
electronic equipment (28.3%), 
manufacturing of electrical machinery 
and equipment (24.2%) and health and 
social services (28.2%).

Lastly, fixed asset investment in high-
tech manufacturing and high-tech 
services respectively grew by 29.7% 
and 12.0% in H1. 

In the second half of 2021, based on 
the current economic condition, the 
total fixed asset investment is likely to 
continue to expand. However, the 
growth rate is likely to be slower since 
the benchmark from the second half of 
2020 is marginally higher. 
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Total real estate investment increased 
by 15.0% in H1 year-on-year and reached 
7.22 trillion yuan which accounted for 
28.2% of total fixed asset investment 
(0.6% less than in Q1).

Average H1 growth rate for 2020 and 
2021 was 8.2%. The growth was up by 
17.2% in H1 2021 compared to the same 
period in 2019. Real estate investment 
remained relatively stable among all 
industries in fixed asset investment. The 
surging of properties sales is one key 
reason and the fear of inflation is another. 

On the other hand, macro control policy 
on the real estate market is expected to 
tighten. Therefore, real estate investment 
might slow down in the second half year 
of 2021 and in 2022. 

Approximately 75.2% or around 5.42 
trillion of total real estate investment went 
to residential buildings. It increased by 
17.0% in the first half year and was 2% 
higher than total real estate investment. 

In H1, sales of residential properties 
continued to rise over the low base in 
the same period last year, but the 
growth rate was too high. Total sales 
value of residential properties 
skyrocketed by 38.9% and reached 
9.29 trillion yuan in the first six months. 
Average H1 growth rate for 2020 and 
2021 was 14.7%, and it increased by 
31.4% compared to the same period in 
2019. This figure is much higher than 
many other key economic indicators for 
the first half year. 

In June, prices of newly built properties 
in the tier one cities of Beijing, Shanghai, 
Guangzhou and Shenzhen increased 
by 0.7% year-on-year, while prices of 
resale residential properties rose by the 
same percentage. In tier two cities, 
prices of newly built and resale 
properties increased by 0.5% and 0.4% 
respectively and for tier three cities they 
rose by 0.3% and 0.2%. The growth of 
prices has gradually slowed down.

In the first half year, the sources of funds 
for real estate development enterprises 
reached 10.29 trillion yuan and increased 
by 23.5%. Average H1 growth rate for 
2020 and 2021 was 10%, increasing by 
21.1% compared to H1 2019.

More specifically, 3.02 trillion yuan was 
generated from self-raised funds which 
increased by 11.9% year-on-year. 

There was 3.96 trillion yuan from 
deposits and prepayment which 
increased by 49.7%. Personal mortgage 
loans and domestic bank loans 
provided 1.64 trillion yuan and 1.35 
trillion yuan funds respectively. Of which, 
personal mortgage loans went up by 
23.9%, and domestic bank loans 
decreased by 2.4% due to macro 
control policy. 

In the first half year, a few economic 
indicators relating to the real estate 
market were still negative, such as:

• Total value of land transactions (or 
land transaction price) decreased by 
5.7%;

• Land acquisition area (growth rate of 
volume of land purchased)
decreased by 11.8%;

• Office and commercial floor space of 
buildings at the start of construction 
decreased by 15.0% and 12.7% 
respectively. 

The above three figures indicate that 
the developers will reduce the speed of 
expansion in the future, especially for 
office and commercial buildings. 
Furthermore, in the first half year:

• Floor space of buildings completed 
(residential, office, and commercial) 
increased by 25.7% year-on-year;

• Floor space of buildings at the start 
of construction increased by 3.8% 
(residential, office, and commercial), 
of which residential went up by 5.5%;

• Total floor space of all properties 
sold surged by 27.7%%. Average H1 
growth rate for 2020 and 2021 was 
8.1%. It increased by 17.0% 
compared to the same period in 2019;

• Floor space under construction 
increased by 10.2%.

The prosperity of the property market 
was one of the major drivers for China’s 
rapid economic recovery from the 
impact of the COVID-19 pandemic. 
However, the 39% increase in total
sales value in H1 is overwhelming. The 
market might cool down with tightened 
macro policy measures in the second 
half year of 2021 and 2022.

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 
51.1%, 51.0% and 50.9% in April, May 
and June respectively. PMI fell from 
51.9% in March, but it still remained 
above the threshold of 50%. This 
matches with GDP growth rates in Q1 
and Q2. 

In June, among all the sub-indexes of 
PMI for the manufacturing sector, half of 
them dropped to less than 50%, 
including raw materials inventory index, 
employed person index, supplier 
delivery time index, new export orders 
index, import index, finished goods 
inventory index and open orders index. 
Open orders index declined to 46.6% 
and was the lowest among all the 
sub-indexes. 

Falling of these sub-indexes indicated 
the complicated situation the 
manufacturing sector faced in Q2. For 
instance, new export orders index and 
import index declined to 48.1% and 
49.7% in June from 52.1% and 51.1% 
in March. This was consistent with the 
drop in order volume of foreign trade for 
manufacturing industry. 

The rest were above the threshold of 
50%, among which main raw material 
purchase price index was 61.2% in 
June. Before that, raw material 
purchase price index was 69.4%, 66.9% 
and 72.8% from March to May. The 
drop was caused by central government 
policy measures to guaranteeing supply 
and stabilise prices. 

Production and business activities 
expectation index was 57.9% and 
remained the second highest sub-index. 

Additionally, triggered by the recovery 
of market demand and promotional 
activities in the middle of the year, the 
index of consumer goods manufacturing 
industry is on the rise and increased to 
52.2% in June, the highest in five 
months. 

By size of enterprises, the June PMI of 
large, medium, and small-sized 
enterprises was 51.7%, 50.8% and 
49.1% respectively. All three 
sub-indexes have declined around 1% 
since March. 

In the second quarter, the 
non-manufacturing PMI showed a 
similar trend compared to PMI for the 
manufacturing sector. It declined from 
56.3% in March to 54.9%, 55.2% and 
53.5% from April to June. This reflects 
that the expansion of non-manufacturing 
sector has weakened in the second 
quarter. The COVID-19 cases in 
Guangdong and Yunnan provinces 
could be one of causes, especially 
because Guangdong accounts for 
around 10% of China’s total GDP. 

By sector, the non-manufacturing PMI of 
the service sector decreased to 52.3% in 
June from 55.2% in March. Construction 
industry business activity index dropped 
to 60.1% in June from 62.3% in March. 

Furthermore, business activity indexes of 
air transportation, accommodation, 
catering, real estate, leasing and 
business services dropped below the 
threshold of 50% in June. 
Comparatively, in March, all business 
activity indexes of 21 surveyed industries 
went above the threshold. 

On the other hand, some of the business 
activity indexes remained fairly strong at 
above 59%, including post service, radio 
and television, satellite transmission 
services, monetary and financial 
services, and insurance.

Out of the six major sub-indexes of 
non-manufacturing PMI, the employed 
person index remained low in June at 
48.0%. New order index also dropped 
below the threshold to 49.6% in June. 
Meanwhile, the business activities 
expectation index maintained at a high 
level of 60.8% in June, though it 
declined from 64% in February.

Finally, for the second half year, as long 
as there are COVID-19 cases within the 
country, non-manufacturing PMI is likely 
be affected. Therefore, the speed and 
effectiveness of vaccination is the key 
driver for the full recovery of 
non-manufacturing sectors. 
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Figure 6: Industrial Added Values

The growth of Industrial Added Values
for companies over certain scales rose 
by 15.9% year-on-year in real terms in 
the first half year. Average H1 growth 
rate for 2020 and 2021 was 7.0% which 
is higher than the pre-pandemic level in 
the same period in 2019. At that time, it 
increased by 6.0%. 

In June, the industrial added values 
went up by 8.3% year-on-year, and 
average growth rate in June in the past 
two years was 6.5%. 

For the first half year, the industrial 
economy continued to recover steadily. 
The capacity utilisation rate reached 
77.9%, a high level in recent years, and 
exports and imports maintained rapid 
growth. Thus, the enterprises have 
become more profitable.

The total profit for all industrial 
companies over certain scales 
increased by 83.4% year-on-year to 
3.42 trillion yuan in the first five months. 
Average growth rate in the first five 
months for the past two years was 
21.7%. It rose by 48.0% in Q1 2021 
compared to the same period in 2019. 
Total revenues of these companies rose 
by 30.5% to reach 48.15 trillion yuan in 
the first five months. 

In the first half year, there were three 
industrial sectors that had single digit-
growth, and the rest continued to enjoy 
double-digit growth in terms of industrial 
added values. Out of which, the below 
industries each rose by around 30% to 
20%, including:

• Manufacturing of fabricated metal 
products (28.2%);

• Manufacturing of automobile (21.8%); 

• Manufacturing of electric machinery 
and equipment (29.4%);

• Manufacturing of medicines (29.6%);

• Manufacturing of general machinery 
(24.3%) and special-purpose 
machinery (20.1%);

• Manufacturing of computers, 
communications and other electronic 
equipment (19.8%);

• Manufacturing of high-tech industry 
(22.6%).

Furthermore, according to the China 
Association of Automobile Manufacturers 
(CAAM), car output and sales in the first
half year surged by 24.5% and 25.6% to 
12.57 million and 12.89 million 
respectively. Compared to H1 2019, car 
output and sales increased by 3.3% and 
3.4% in H1 this year. 

However, in June, car output and sales 
dropped by 16.5% and 12.4% to 1.94 and 
2.02 million year-on-year respectively. It 
was caused by chip shortage and rising 
raw material prices. 

According to the forecast by CAAM, since 
China's economic operation is expected to 
maintain a stable recovery, the total sales 
volume of automobiles would reach about 
27 million in 2021, with a year-on-year 
growth rate of approximately 6.7%. This 
means that car output and sales might 
continue to grow in the second half year. 

Nonetheless, the domestic new energy 
vehicle market is growing rapidly in the 
first half year. Output and sales of new 
energy cars reached 1.22 and 1.21 
million and both figures jumped by 
around 200% year-on-year in H1 
respectively. It was triggered by three 

main factors: continuous improvement 
of the quality, strengthened market 
competitiveness (more benefits created 
for consumers), and increasing 
consumer recognition.

By ownership, profits for all company 
types soared in the first five months:

• Profits of state-owned enterprises 
(SOEs) increased by 150% to 1.10 
trillion yuan which enjoyed the 
highest growth rate among all types 
of companies;

• Profits of foreign-owned enterprises 
(including Hong Kong, Macao and 
Taiwan) increased by 80.8% to 
939 billion yuan; 

• Profits of joint-stock enterprises 
increased by 86.5% to 2.41 trillion 
yuan;

• Profits of private companies 
increased by 56.3% to 1.02 trillion 
yuan.

Lastly, by industries, in the first five 
months, profits of the following 
industries multiplied severalfold:

• Manufacturing of chemical fibres
(744%); manufacturing and 
processing of ferrous metals (377%), 
manufacturing and processing of 
non-ferrous metals (387%);

• Extraction of petroleum and natural 
gas (273%), mining of ferrous metal 
ores (202%); manufacturing of 
chemical raw material and chemical 
products (211%).
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Figure 7: Retail Sales of Consumer Goods
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Total retail sales of consumer goods 
increased by 23.0% year-on-year and 
reached 21.19 trillion yuan in the first 
half year. Average H1 growth rate for 
2020 and 2021 was 4.4% which was 
lower than many other key economic 
indicators. 

In June, retail sales of consumer goods
reached 3.76 trillion and the growth rate 
was 12.1% year-on-year. It was up by 
10.0% compared to the same period in 
2019. Furthermore, it increased by 
13.1% when automobile consumption is 
included. After deducting price factors, 
the real growth rate was 9.8%, and 
average real growth rate in June for the 
past two years was 3.2%. 

In terms of the types of consumption, in 
the first half year, catering consumption 
increased by 48.6% year-on-year to 
2.17 trillion yuan, which is the same 
scale as that in the same period in 2019. 

Retail sales of physical goods reached 
19.01 trillion with 20.6% year-on-year 
growth in the first half year. Average H1 
growth rate for 2020 and 2021 was 
4.9%.

Despite the fact that the growth rates of 
retail sales of consumer goods and 
catering reached a high level in H1, the 
actual values of both figures merely 
increased compared to the pre-
pandemic level in 2019. The COVID-19 
pandemic will continue its negative 
impact on consumption in the second 
half year. 

Among the 16 categories of retail items 
with double-digit sales growth, seven 
items recorded more than 30% increase 
in sales, including:

• Gold, silver and jewelry (59.9%);

• Catering consumption (48.6%);

• Clothing and footwear (or garments, 
hats, knitwear, etc.) (33.7%);

• Building and decoration materials 
(32.9%); 

• Furniture (30.0%); 

• Tobacco and liquor (32.0%); 

• Automobile (30.4%).

As for the rest, six items recorded more 
than 20% increase in sales, and the 
other three grew by more than 10%. 

National online retail sales went up by 
23.2% year-on-year and reached 6.11 
trillion yuan in the first half year. 
Average H1 growth rate for 2020 and 
2021 increased by 15.0%. In H1, online 
retail sales of physical goods rose by 
18.7% and reached 5.03 trillion yuan, 
accounting for 23.7% of total retail sales 
of goods. 

Furthermore, traditional brick-and-
mortar retailers continued to recover in 
the first half year. Sales from 
supermarkets, convenience stores, 
department stores, specialty shops and 
exclusive shops grew by 6.2%, 17.4%,
29.5%, 24.6% and 32.4% year-on-year 
respectively. In the first quarter, these 
figures were 7.2%, 26.8%, 47%, 40%
and 62.7% respectively. 

Finally, while the economy is 
developing steadily, recovery 
momentum of the consumer market is 
also increasing. Retail sales will keep 
expanding in the second half year, and 
consumption upgrading will continue to 
accelerate. 

Per capita disposable nominal 
income rose to 17,642 yuan in the first 
half year and increased by 12.6% 
year-on-year. After deducting price 
factors, the real growth rate was 12.0%. 
The higher growth rate was mainly 
result from the low base in the first half 
of last year.

Average H1 nominal growth rate for 
2020 and 2021 was 7.4% and real 
growth rate was 5.2%. Compared to H1 
2019, it rose by 15.4% in the first half of 
this year (unless otherwise specified, 
the following are year-on-year nominal 
growth rates).

For urban residents, the average 
income rose by 11.4% and reached 
24,125 yuan in H1. In the meantime, the 
average income of rural residents grew 
by 14.6% to 9,248 yuan. The income 
gap between urban and rural areas was 
still fairly big. 

On the other hand, in the first half year, 
per capita consumption expenditure 
rose by 18.0% and reached 11,471 
yuan. The number was up by 11% 
compared to the same period in 2019. 
Average H1 growth rate for 2020 and 
2021 was 5.4%.

The growth rate of per capita 
consumption expenditure was 10.6% 
higher than per capita disposable 
income. This did not happen in the past 
years. The reason might be that the 
growth of comsumption triggered by the 
COVID-19 pandemic is more significant 
than the growth of income.

Hopefully, domestic consumption will 
become much stronger in the post 
pandemic era.
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Figure 8: Quarterly Balance of Trade 

China’s total imports and exports 
increased by 27.1% year-on-year in the 
first half year, as a result of the 
increasing global demands and growing 
domestic market. Besides, last year's 
low base and price factors also 
contributed to the rapid growth of total 
trade. 

More specifically, imports and exports 
reached 18.07 trillion yuan, achieving 
the highest level in the same period in 
history. Compared to H1 2019, total trade 
went up by 22.8% in H1 2021.

In the first half year, exports surged by 
28.1% to 9.85 trillion yuan, while imports 
increased by 25.9% to 8.22 trillion yuan. 
Net exports reached 1.63 billion yuan.
Cross-border e-commerce increased by 
28.6% year-on-year in H1.

Furthermore, In the first half year, the 
number of China's import and export 
enterprises increased by 36,000 to 
479,000.

By geography, according to the 
General Customs Administration, 
China’s imports and exports with the top 
four trading partners grew dramatically 
in the first half year. Trade values with 
ASEAN, EU, US and Japan reached 
2.66, 2.52, 2.21, 1.18 trillion yuan 
respectively. Each of the four figures 
grew by 27.8% (ASEAN), 26.7% (EU), 
34.6% (US) and 14.5% (Japan).

China’s exports to the EU, the US and 
ASEAN increased by 31.7%, 25.5%, 
27.8% year-on-year in H1 respectively. 
Exports to Latin America, Africa also 
went up sharply and increased by 47% 
and 27.7%. 

By country, despite the continued 
tensions between China and the United 
States, China’s trade with the US 
continued to recover in the first half year. 

Imports from the US soared by 43.9%. 
Out of which, the imports of mechanical 
and electrical products was 239 billion 
yuan and increased by 13.4%. The 
imports of agricultural products was 136 
billion yuan and increased by 120.8% 
year-on-year in H1. Exports to the US 
was still far more than imports, and the 
total values reached 1.64 trillion and 
571 billion yuan respectively. This 
indicates that the US is still the largest 
single country market for Chinese 
goods. 

In comparison, China’s trade with the 
US was 1.75 trillion yuan in H1 2019. 
This figure increased to 2.21 trillion by 
the end of the first half year. 

Imports and exports with EU also grew 
significantly in the first half year and 
reached 2.52 trillion yuan which 
accounted for 13.9% of China’s total 
foreign trade. It was slightly less than 
the imports and exports with ASEAN, 
the largest trading partner for China. 

Additionally, trade with countries under 
the Belt and Road Initiative (BRI) also 
increased by 27.5% to 5.35 trillion yuan 
accounting for 29.6% of China’s total 
trade in H1. Out of which, exports was 
3.03 trillion yuan with an increase of 
29.1%, and imports reached 2.32 trillion 
yuan with an increase of 25.6% year-
on-year. 

The recently emerged China-Europe 
freight train played an important role for 
the trade with the BRI countries. In H1, 
a total of 7,377 trains were operated 
and 707,000 TEUs were delivered, with 
a year-on-year increase of 43% and 
52% respectively. As a result, around 
210 billion yuan value of imports and 
exports to and from BRI countries were 
transported by train.

China’s trade with 14 potential RCEP 
member states went up by 27.5% year-
on-year in H1. 

Furthermore, similar to Q1, in order to 
further secure food supply, imports of 
soybean, corn, and wheat increased by 
8.7%, 318.5% and 60.1% year-on-year 
to 48.95, 15.30, and 5.37 million tons in 
H1. 

Imports of iron ore rose by 2.6%, crude 
oil decreased by 3% and natural gas 
went up by 23.8%. This is probably 
because, in H1, the average import 
price of crude oil increased by 20.5% 
year-on-year and the average import 
price of iron ore went up by 67.3%. 
Since China has imported and stored a 
large amount of crude oil and iron ore 
earlier, it was not necessary to 
purchase more with hiking prices.  

By ownership of trading enterprises, 
trade generated by private enterprises 
in the first half year jumped by 35.1%, 
accounting for 47.8% of China’s total 
trade and was 2.8% more compared to 
the same period last year. Exports 
reached 5.59 trillion yuan with an 
increase of 35.6% while imports rose by 
34.3% to 3.05 trillion yuan. 

Meanwhile, trade from foreign-owned 
enterprises and state-owned 
enterprises reached 6.61 trillion yuan 
and 2.75 trillion yuan respectively. The 
trade values increased by 19% and 
23.8% respectively year-on-year in H1.

Lastly, the pandemic will remain the 
biggest uncertainty for China’s exports 
and imports in the second half year. 
However, since the global economy is 
expected to continue to recover and the 
demands for Chinese goods will keep 
increasing in Q3 and Q4 this year, rapid 
growth of trade will be possible in the 
second half year.
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Figure 9: Producer Price Index and Consumer Price Index

The Producer Price Index (PPI) for 
manufactured goods rose significantly in 
Q2 and hit a new high in a few years (see 
Figure 9). It increased by 6.8%, 9.0% and 
8.8% year-on-year from April to June this 
year respectively. It was affected by the 
rising international commodity price levels, 
the low comparison base in the same 
period last year, as well as the strong 
market demands due to global economic 
recovery.

During the first half year, PPI for 
manufactured goods increased by 5.1% 
year-on-year, while it reduced by 1.9% 
in the same period last year, and went 
up by 0.3% in H1 2019. 

Meanwhile, the purchasing price index 
for manufactured goods also went up by 
13.1% in June, and 7.1% in H1 this year.

Among the PPIs for manufactured 
goods, the price for means of 
production increased by 11.8% year-on-
year in June and 6.8% in H1; the price 
of mining and quarrying products went 
up by 35.1% in June and 18.5% in H1; 
the price of raw materials rose by 18.0% 
in June and 10.4% in H1; the price of 
processing increased by 7.4% in June 
and 4.3% in H1. 

On the other hand, PPI for consumer 
goods did not change much in June and 
in the first half year as it increased by 
0.3% in June but 0.1% in H1; food 
prices increased by 1.4% in June and 
1.8% in H1; the prices of durable 
consumer goods and clothing both 
declined slightly (in the range of 0.6% to 
1.2%) in June and H1 year-on-year.

In terms of the purchasing price index, 
price of ferrous metals and non-ferrous 
metal materials continued to rise. More 

specifically, price of ferrous metals rose 
by 27.7% in June and 18.4% in H1. 
Price of non-ferrous metal materials and 
wires also increased sharply by 26.8% 
in June and 18.9% in H1. 

Prices of fuel and power went up by 
22.8% in June and 8.1% in H1. Prices 
of chemical raw materials increased by 
17.1% in June and 8.7% in H1. 
Agricultural and sideline products 
increased by 5.4% in June and 5.8% in 
H1 respectively. 

More specifically, PPI for manufactured 
goods of the following sectors increased 
by more than 20% year-on-year in June 
and/or in H1, such as:

• Mining and washing of coal (37.4% 
in June and 17.5% in Q1);

• Petroleum and natural gas extraction 
(53.6% in June, 26.7% in H1);

• Mining of ferrous metal ores (52.6% 
in June and 37.6% in H1);

• Processing of petroleum, coking, 
processing of nucleus fuel (36.1% in 
June and 14.8% in H1);

• Manufacturing and processing of 
ferrous metals (34.4% in June and in 
24.5% H1);

• Manufacturing and processing of 
non-ferrous metals (27.8% in June 
and 21.0% in H1);

• Manufacturing of chemical raw 
material and chemical products 
(20.3% in June and 12.4% in H1).

In Q3, the Chinese government has 
adopted some policy actions to fight 
against the sharp rise of PPIs, such as 
precise regulation focusing on key 

prices, comprehensive measures in 
response to market changes, multiple 
measures to strengthen the two-way 
regulation of supply and demand. These 
policy measures would bring some 
prices to a more reasonable level 
probably in Q3 and Q4. 

The Consumer Price Index (CPI) was 
very stable compared to the sharply rising 
PPI. It increased by 1.1% in June and 
0.5% in H1 year-on-year. The comparison 
base for CPI from H1 2020 was relatively 
high. Moreover, before the pandemic, it 
increased by 2.2% in the first half year 
and 2.7% in June 2019.

In the first half year, food prices 
decreased by 0.2%, and non-food prices 
increased by 0.7%. Prices of consumer 
goods went up by 0.7% and services 
increased by 0.3% year-on-year.

More specifically, for food prices, prices 
of meat and pork (one of the core meat 
consumption categories) decreased by 
9.5% and 19.3% year-on-year in the 
first half year due to the soaring prices 
earlier. Cooking oil, beef and lamb 
prices increased by 7.1%, 4.1%, and 
8.1% in the first half year respectively. 
Prices of aquatic products and egg also 
rose by 8.9% and 7.4%. 

Additionally, prices of vegetables and 
fruits rose by 3.2% and 2.6% year-on-
year in H1, which is fairly reasonable.

As a result of relatively sufficient supply 
in the consumer market, the growth rate 
of CPI was 3.3 percentage points less 
than the same period last year. If the 
increase in PPI would also not affect 
other measures of CPI, then CPI will 
continue to stay at a lower level in Q3 
and Q4. 
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Growth of aggregate financing to the 
real economy reduced by 3.13 trillion 
yuan in H1. 

According to the People’s Bank of China 
(PBoC), total aggregate financing to the 
real economy (AFRE) increased by 17.74 
trillion yuan in the first half year, which 
was 3.17 trillion yuan less than the same 
period in 2020 and 3.12 trillion yuan more 
than the same period in 2019. This 
demonstrates that the growth of AFRE 
was slower than the same period last 
year. In comparison, in H1 2020, AFRE 
growth reached 20.83 trillion yuan, 6.22 
trillion yuan more than the same period in 
2019. 

As a result, total outstanding AFRE 
reached 301.56 trillion yuan by the end 
of H1 2021, increasing by 11% year-on-
year. Total RMB loans to the real 
economy increased by 12.76 trillion or 
12.3% year-on-year in H1, which was 
0.67 trillion yuan more than the same 
period in 2020. Furthermore, there were 
four factors that impacted AFRE in the 
first half year according to the PBoC:

First, the total financial volume 
increased moderately, and the liquidity 
was reasonable and abundant. For 
instance, besides increasing RMB loans 
and AFRE, the balance of M2 (the 
money supply that includes cash, 
checking deposits, and easily 
convertible near money) reached 
231.78 trillion yuan, a year-on-year 

increase of 8.6%. The growth of M2 and 
social financing scale basically matched 
the nominal economic growth. 

Second, there was success in 
maintaining the stability of macro 
leverage ratio. The macro leverage ratio 
was 276.8% by the end of Q1, 2.6% 
lower than in Q1 2020. It was projected 
to continue to decline in Q2 as a result 
of economic recovery and slower debt 
growth (data of macro leverage ratio for 
Q2 was not available when this report is 
written). However, if there are 
challenges to economic growth, macro 
leverage ratio may increase again. 

Third, the overall financing cost of the 
real economy decreased steadily, as a 
result of the improvement of the 
formation and transmission mechanism 
of market-oriented interest rates by the 
PBoC. For example, in H1 2021, the 
contractual interest rate of new loans 
issued to small and micro enterprises 
was 5.18% which is 0.3% and 1.06% 
lower than in H1 2020 and H1 2019 
respectively. The contract interest rate 
of loans for manufacturing was 4.13%, 
0.25% less than that in the same period 
last year.

Fourth, financial risks in key areas have 
been effectively prevented. At the end 
of H1, the scale of shadow banking 
asset management products, non-
standardised debt assets, and funds 
circulating within the financial system 

have decreased by 20%, 25%, and 
nearly 20% respectively compared to 
the historical peak.

Additionally, by the end of June, the 
balance of small and micro loans was 
17.7 trillion yuan, registering a year-on-
year increase of 31%, or 18.7% higher 
than the growth rate of various loans in 
the same period. This was because SMEs 
were still fragile due to the COVID-19 
pandemic and needed policy support. 

In order to support the goals to peak 
carbon emissions and achieve carbon 
neutrality, the PBoC started to promote 
the development of green finance by 
improving green finance standards, 
establishing a climate and 
environmental information disclosure 
system, and encouraging financial 
departments to increase financial 
support for green industries. 

Lastly, in H1, the amount of domestic 
equity for non-financial companies 
reached 496 billion yuan, 249 billion 
yuan more than in H1 2020. Net 
financing of corporate bonds reached 
1.49 trillion yuan, 1.87 trillion less than 
the same period last year. Net financing 
of government bonds was 2.45 trillion 
yuan which was 1.87 trillion less 
compared to H1 2020. To lower overall 
financing costs, the required reserve 
ratio was reduced by 0.5%. 

Figure 10: Aggregate financing to the real economy (flows) (Q2 2016 — Q2 2021)
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Fiscal revenue grew by 21.8% while 
fiscal spending increased by 4.5%.

In the first half year, as a result of strong 
economic recovery, the low base from last 
year and rising industrial producer prices, 
the national public budget revenue grew 
by 21.8% year-on-year to 11.71 trillion 
yuan. It increased by 8.6% compared to 
H1 2019. Meanwhile, national public 
budget expenditure went up by 4.5% to 
12.17 trillion yuan. The growth of budget 
expenditure lagged significantly behind 
the growth of budget revenue. It may 
speed up in the second half year if the 
economy continues to expand steadily.

More specifically, in terms of fiscal 
revenue, the revenue of the central 
government grew by 21.8% to 5.46
trillion yuan while the local government 
revenue increased by 20.6% to 6.25
trillion yuan in the first half year. 

National tax revenue grew by 22.5% to 
10.05 trillion yuan and non-tax revenue 
increased by 17.4% to 1.67 trillion yuan 
in H1. Among the major sources of tax 
revenue in H1 2021, similar to Q1, 
almost all showed double-digit growth 
except environmental protection tax. 
The top five sources of tax revenue in 
the first quarter included: 

Value-added tax grew by 22.5% to 3.52 
trillion yuan due to a boom in industrial 
services and rising industrial producer 
prices. Enterprise income tax grew by 
17.7% to 2.75 trillion as corporate 
profits continued to grow steadily. 
Domestic excise tax grew by 12.8% to 
870 billion yuan, driven by the sales 
growth of refined oil, automobile and 
cigarette. 

Personal income tax grew by 24.9% to 
722 billion, triggered by income growth 
and the transfer of equity and other 
properties. Value-added tax and 
consumption tax on imported goods 
grew by 28% to 889 billion yuan, driven 
by an increase of 29.2% in general 
trade imports. 

Furthermore, real estate-related tax 
revenue also exceeded one trillion yuan in 
the first half year. Tax on land ownership 
and land value-added tax surged by 
32.7% and 30.8% respectively and 
reached 413 and 426 billion yuan. 
Property tax and urban land use tax also 
increased by 14.4% and 3.2% 
respectively and reached 160 and 108 
billion yuan. 

Out of the total national public budget 
expenditure of 12.17 trillion yuan, the 
central government’s expenditure
decreased by 6.9% year-on-year to 1.52 
trillion yuan. The expenditure of local 
governments saw a 6.4% growth to 10.65 
trillion yuan. Other major items comprising 
fiscal expenditure in the first half year 
included:

• 1.95 trillion yuan on social security 
and employment (a 8.2% increase 
year-on-year);

• 1.84 trillion yuan on education (a 
10.1% increase); 

• 937 billion yuan on agriculture, 
forestry and water conservancy (a 
8.1% decrease); 

• 973 billion yuan on urban and rural 
communities (administration, public 
facilities, planning, environmental 
sanitation, etc.) (a 2.3% decrease);

• 1.05 trillion yuan on healthcare and 
sanitation (a 3.8% increase);

• 567 billion yuan on transportation 
(a 3.3% decrease).

Expenses for interest payments of debt 
increased by 14.5% to 516 billion yuan. 
Spending on science and technology 
declined by 1.4% to 370 billion yuan, 
while spending on energy conservation 
and environmental protection 
decreased by 8.6% to 243 billion yuan.

In addition to general public budget 
revenue, government funds rose by 
24.1% in the first half year and reached 
3.91 trillion yuan. Out of which, local 
government funds reached 3.71 trillion 
yuan with an increase of 24.1% while 
central government funds grew by 
24.1% to 198 billion yuan. Regarding 
local governments funds, 3.44 trillion 
yuan was obtained from the transfer of 
state-owned land use rights. Overall, 
4.17 trillion yuan in government funds 
was spent in H1, a decrease of 7.8% 
year-on-year. Out of which, 4.07 trillion 
was spent by local governments. 

Furthermore, by the end of June, local 
governments had issued 1.48 trillion 
yuan of new bonds. Around half of the 
proceeds were invested in 
transportation infrastructure, municipal 
projects and industrial parks. Around 
30% were invested in affordable 
housing projects and healthcare, 
education, elderly care, culture and 
tourism. The remaining 20% were 
invested in major projects of agriculture, 
forestry, water conservancy, energy, 
urban and rural cold chain logistics and 
other fields.

Figure 11: General public budget expenditure (Q2 2016 — Q2 2021)
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China’s seventh decennial population 
census revealed demographic shifts 
that are likely to affect national 
economic and social policies with 
dramatic implications for the business 
sector.

For example, in order to improve the 
fertility rate and reduce the cost of 
education for children, the Ministry of 
Education recently promulgated 
regulations on out-of-school education. 
These regulations will have a far-
reaching impact on the out-of-school 
education market which is dominated by 
privately-owned enterprises, of which 
some are listed on the stock markets. 
As a result, the market value of those 
publicly listed education companies has 
suffered significant losses. According to 
media reports, on the two trading days 

of 23 and 26 July, the market value of 
the listed education companies has 
evaporated by at least 200 billion yuan.

In a mature market economy, it often 
takes months or even years to translate 
census results (or major 
socio-economic issues discovered) to 
relevant policy changes , especially 
when legislation is involved. However, 
the Chinese government usually acts 
much more quickly to promulgate 
regulations. It presents a big advantage 
when fighting against emergencies such 
as the COVID-19 pandemic. On the 
other hand, for the business sector, 
there is often a lack of lead time to 
adapt to new policy measures. For local 
enterprises, though they may not like it, 
executives have a better understanding 
of and more experiences with this type 

of business practices with Chinese 
characteristics. Meanwhile, 
multi-national corporations may feel 
frustrated with this sort of changes. 

In fact, in the case of out-of-school 
education, there were signals before the 
seventh population census was officially 
released. The stock plunge in the out-
of-school education market might be 
just one of many cases where the 
results of the census directly or 
indirectly affected the business sector. 
What are the other key issues the 
census revealed? How will the 
government use policy measures to 
tackle these issues? What are the 
implications for the business sector? 
We will discuss these questions in this 
short report. 

Business implications of the 
seventh national population census
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 Major demographic trends of China’s population
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Firstly, total population growth has 
slowed down and total fertility rate hit 
a historic low.

In the last ten years, or between the sixth 
and seventh census, China’s population 
only increased by 70.87 million. The 
population growth has slowed down, with 
an average annual growth rate of 0.53% 
in the past ten years, down by 0.04 
percentage points compared to the 
previous decade. 

One of the key findings from the seventh 
census was that the total fertility rate 
dropped to 1.3 in 2020, hitting a historic 
low. In comparison, according to the data 
from the World Bank1, the total fertility 
rates for the world, European Union and 
low and middle-income countries were 
2.4, 1.5, and 2.5 respectively in 2019. 
Countries that had 1.3 or lower total 
fertility rates in 2019 include Italy (1.3), 
South Korea (0.9), Singapore (1.1), 
Spain (1.2) and Ukraine (1.2). Japan, 
China’s neighbouring country with a 
rapidly ageing population, had a total 
fertility rate of 1.4 in 2019. 
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Total fertility Rate Official data Turnover level

2.1

1.3

Source: Cai Fang, Chinese Academy of Social Sciences 2021; National Bureau of Statistics of China 

1 https://data.worldbank.org/indicator/SP.DYN.TFRT.IN?end=2019&start=1960&view=chart

According to the seventh population 
census, by 1 November 2020, China’s 
population reached 1.41 billion (1,411.78 
million, excluding residents of Hong 
Kong, Macao and Taiwan and foreigners 
living in Chinese mainland). The total 
population would be 1.44 billion when 
Hong Kong, Macao and Taiwan are 
included. Below are the main 
demographic trends.

Figure 12: National population in each population census and average annual 
growth rate

Figure 13: Population growth

Figure 14: Total fertility rate
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According to Dr. CAI Fang, a top 
demographic scholar and former Vice 
President, Chinese Academy of Social 
Sciences (a leading think tank in Asia), 
it is generally believed that when the 
fertility rate drops to a very low level of 
1.3, it is prone to fall into a fertility trap 
which is very difficult to recover from. 

The low total fertility rate was mainly 
dragged by the increasing costs of 
bearing and raising children, housing 
prices, the continuous reduction in the 
number of women of childbearing age 
and the weakening effects of the "two-
child policy". In 2020, the COVID-19 
pandemic increased the concerns over 
the uncertainty of hospital delivery, 
which further reduced the willingness to 
give birth.

Besides, the low fertility rate was also a 
result of economic, social cultural 
factors. As sustainable economic and 
social development, especially the 
impact of the transformation of 
population fertility concept brought by 
industrialisation and modernisation. Low 
fertility is a common problem faced by 
most developed countries. However, 
according to the 2020 figure, the 
problem that China is facing is more 
challenging than in many developed 
countries. 

Secondly, the census found that the 
population was ageing, and the 
population of working age is 
declining.

The population of working age (between 
15 and 59) was 894 million, accounting 
for 63.35% of the total. Compared to ten 
years ago, this figure decreased by 
6.79%. Despite the shrinking labour
force population, human resources are 
still abundant. 

The population aged 60 and above 
reached 264 million, accounting for 
18.70% of the total, which increased by 
5.44% since 2010. Taking 65 and above 
as the standard for the elderly 
population, it reached 191 million in 
2020, accounting for 13.5% of the total. 
This was 5.9% lower than developed 
countries, but 7.5% higher than other 
developing countries. Thus, there are 
some worries that China might get old 
before getting rich.

Figure 15: Age composition of the national population 

Age Population (Unit: Person) Proportion (Unit: %)

Total 1,411,778,724 100.00

0-14 253,383,938 17.95

15-59 894,376,020 63.35

60 and above 264,018,766 18.70

Out of which: 65 and above 190,635,280 13.50

Source: The seventh national population census, National Bureau of Statistics of China
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Source: The seventh national population census, National Bureau 
of Statistics of China

On the other hand, 253 million people were in the age group 
of 0-14, accounting for 17.95% of the total population. 
However, this figure only increased by 1.35% since the sixth 
census in 2010, which was much lower than the growth rate 
of the ageing population. 

The average age of China’s population was 38.8 years old. 
Overall, this represented a relatively young and energetic 
population. In comparison, the average age was 38 in the 
United States according to its latest census data, which was 
slightly younger than in China. 

Figure 16: Age composition of the national population 
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By geographic location, among the 31 
provinces2, there were two provinces 
with populations of more than 100 
million, namely Guangdong (south 
coast, the largest province by GDP) 
and Shandong (east coast, ranked third 
by GDP). There were nine provinces 
with populations between 50 million and 
100 million. 

Meanwhile, there were three provinces 
with populations of less than 10 million, 
namely Ningxia (the Hui autonomous 
region, 7.2 million), Qinghai (5.9 million) 
and Tibet (autonomous region, 3.6 
million). These three provinces were 
also the three smallest regions by 
economic size. 

Figure 17: Population by region

2 It refers to the 31 provinces, autonomous regions and municipalities directly under the central government and servicemen (who is in the army, 
navy, or air force) of the Chinese mainland

16

*: It refers to the proportion of permanent residents of 31 provinces, autonomous regions and municipalities directly under the central 
government to the national population.
Source: The seventh national population census, National Bureau of Statistics of China
Note: The national total in this table does not include population of Hong Kong Special Administrative Region, Macao Special Administrative 
Region or Taiwan Area.
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The population continued to flow to 
eastern coastal areas and core cities 
from the central and western regions. 
The top five provinces in terms of 
population growth were Guangdong, 
Zhejiang, Jiangsu, Shandong and 
Henan, which registered increases of 
21.70, 10.14, 6.09, 5.73 and 5.34 million 
respectively. The growth was mainly 
driven by economic developments as 
these provinces were the top ranking 
provinces by GDP. 

In terms of age distribution by regions, 
there were five provinces that had less 
than 10% of their populations aged 65 
and above, namely Tibet, Xinjiang, 
Guangdong, Qinghai and Ningxia. 
Guangdong had a relatively younger 
population due to labour migration from 
other provinces. The other four 
provinces are home to ethnic 
minorities which are exempted from 
one-child policy. 

On the other hand, the three north-
eastern provinces of Liaoning, 
Heilongjiang and Jilin, as well as 
Shanghai had the highest proportions of 
population aged 60 and above, 
registering 25.72%, 23.06%, 23.22%, 
and 23.38% respectively. 
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Figure 18: Age composition of regional population 

Source: LU Ming, Shanghai Jiao Tong University 2021 
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Figure 19: Proportion of population aged above 60 in each provinces (based on the seventh national population census)
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Thirdly, the speed of urbanisation
was faster than in previous records, 
but hukou remained a barrier.

China’s urbanisation rate reached 
around 64% in 2020 according to the 
seventh census which was almost 4% 
higher than 60% in the previous 
statistical record. 

More specifically, urban and rural 
populations were 902 and 510 million, 
accounting for 63.89% and 36.11% of 
the total population respectively. 
Meanwhile, in 2020, the urbanisation
rate of household registered population 
(population with hukou or huji, which is 
a household registration system used in 

Chinese mainland) was 45.4%. This 
means that nearly 15% of the urban 
population lived in the cities without 
local hukou. Consequently, they might 
not have access to local social benefits 
such as public health insurance, 
unemployment benefits in the cities they 
resided in. 
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Figure 20: Urban and rural population in each population census

Hukou is one of the major unresolved 
issues from the past which hampers the 
free flow of people within China. In 
some super cities, half of the non-
registered population (without hukou) 
have lived there for over five years, and 
around 20% have lived there for more 
than ten years. According to Dr. LU 
Ming3, professor and research fellow at 
China Institute of Urban Governance at 
Shanghai Jiao Tong University, “the 
sizes of China’s large cities have been 
restricted. Beijing and Shanghai, two 

cities with stringent household 
registration systems, lag far behind 
Guangzhou in terms of economic 
connection with surrounding areas.”

By studying the night-time light data 
(based on the seventh census), Dr. LU 
Ming found that the position of China's 
largest city might have changed. 
Guangzhou and Foshan are closely 
connected with each other, and the 
combined population of these two cities 
has reached 28.18 million. Shenzhen 

and Dongguan are strongly tied 
together with a combined population of 
28.03 million. Both clusters have bigger 
populations compared to Shanghai, 
China’s largest city4 with a population of 
24.87 million. These four cities are also 
part of the Greater Bay Area and are 
closely linked geographically and 
economically. For instance, the city 
centres of Guangzhou and Shenzhen 
are only around 100 km away from each 
other, or less than 30 minutes by high 
speed railway. 

Source: LU Ming, Shanghai Jiao Tong University 2021

Figure 21: Night-time light comparison between Shanghai and the Greater Bay Area

3 “Urban Systems: Understanding and Predicting the Spatial Distribution of China’s Population”, LI Pengfei and LU Ming , China & World 
Economy / 35–62, Vol. 29, No. 4, 2021
4 Chongqing has a population of 32 million, but 9.8 million of which live in the rural area. 
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Education level of China’s population 
has also improved compared to ten 
years ago. The average years of 
schooling for people aged 15 and above 
increased from 9.08 years in 2010 to 
9.91 years in 2020. There were 218.36 
million people with university education 
(referring to junior college and above) 
while 213.01 million have received 
senior secondary school education 
(including secondary technical school). 

By geographic location, Beijing, 
Shanghai and Tianjin were the top three 
cities in terms of average years of 
schooling for people aged 15 and 
above, as well as the proportion of 
population with university education. In 
Beijing, 41,980 out of 100,000 people 
have received university education, 
registering the highest proportion in the 
country. This figure was 33,872 for 
Shanghai, and 26,940 for Tianjin. 
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Figure 22: Population with various educational attainment levels per 100,000 persons by region

Figure 23: Average years of schooling for people aged 15 and above by region 
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Demographic trends Possible solutions

Quantity Declining growth rate; low fertility rate Encourage childbirth; reduce the costs of childbearing and 
childrearing

Structure Ageing; decreasing labour force;
improving gender structure

Defer retirement age; reduce labour-intensive industries; increase 
the supply of elderly care institutions and services

Quality Better education; increasing life expectancy Increase productivity; develop high quality economy

Distribution Acceleration of urbanisation; active flow of people Reform the hukou system; co-ordinated regional city clusters; 
improve intercity infrastructures

Source: PwC analysis by the author 

Quantity of population: increase 
fertility rate with strong policy 
support. 

Besides the quickly adopted three-child 
policy and measures aiming to reduce 
the costs of childbearing and 
childrearing, it is also necessary to 
provide welfare benefits and even 
rewards for families with two or more 
children. The three-child policy shall be 
replaced by unlimited fertility. The 
Chinese style advocacy and campaigns 
shall also be applied. It will be very 
difficult for China's fertility rate to return 
to 2.1, but it is possible to get to a close 
level of 1.8. In fact, according to a 
survey from the National Bureau of 
Statistics, the average number of 
children that women are willing to bear 
is 1.8. Once the corresponding support 
measures are taken, the actual fertility 
potential can be unleashed. 
Additionally, attracting immigrants may 
be one of the ways to boost population 
growth, although the impact will be very 
limited for a country with a population of 
1.4 billion. 

As for the business sector, as 
mentioned in the beginning of the 
report, the out-of-school education 
market was already seriously hit by the 
latest regulations aiming to cut the costs 
of childrearing. On the other hand, if 
childbearing and childrearing 
become more affordable and less 
time-consuming in the next few years 
with policy interventions and supports, 
the traditional concept of “more children, 
more happiness” might be restored, at 
least for some families. Currently China 
has more than 300 million women of 
childbearing age and 10 million births 
annually. With strong policy supports 
and stimulus, it is possible to boost the 
number of births by a few million. As a 
result, the demands for baby products 
and services may increase. 

Structure of population: to tackle the 
challenges imposed by an ageing 
population, deferred retirement age 
and the continuous reduction of 
labour-intensive industries and jobs 
will gradually become the new 
normal. 

The number of working age population 
aged 15 to 59 has reached a peak in 
2010. Since then, there has been a 
negative growth which has affected the 
economic growth from the supply side. 
The negative growth of the working age 
population and the shortage of labour
force are certainly not favourable to 
economic growth.

Additionally, according to Dr. CAI Fang, 
the second demographic turning point 
would probably come in 2025 where 
China’s total population would reach its 
peak and then followed by negative 
growth. This would affect economic 
growth from the demand side.

 Policy countermeasures and business implications

Based on the major demographic trends of China’s population as revealed in the seventh census and our analysis above, in 
this section, we will address the policy countermeasures and business implications from four dimensions, including size, 
structure, quality and distribution of the demography. 

Figure 24: Major demographic trends of China’s population and countermeasures

20



The shrinking labour force and the 
declining number of the total population 
would trigger the slowdown of economic 
growth through exports, investment and 
consumption, as Dr. CAI Fang 
explained. Further supply side shocks 
would intensify labour shortages, 
causing rising wages and costs. The 
export competitiveness of 
labour-intensive manufacturing 
industries would decline (which has 
happened already), resulting in 
weakening foreign demands. 

The shrinking labour force and the 
declining population would also weaken 
China’s comparative advantage by 
reducing the demand for derived 
infrastructure. Ultimately, the investment-
driven growth model might be transformed 
and weaken investment demand. 

The changes in the age structure and 
the population decline would also affect 
consumption. Population ageing would 
cause the falling of consumption 
demand, ability and tendency. 

As a result of these shifts in the age 
structure, China will have to increase 
supply of elderly care institutions and 
services on the one hand and defer 
retirement age and reduce dependence 
on labour-intensive industries and jobs 
on the other hand.

Quality of population: increasing 
investment to improve the quality of 
education and training can offset the 
disadvantages of declining 
population. 

Although the total population is 
declining, the quality of the population is 
improving. China’s population quality 
has seen significant improvements in 
the past decade. In terms of the quality 
of higher education, China ranked 8th 
worldwide in QS Higher Education 
System Strength Rankings (based on 
four criteria: system strength, access, 
flagship institution, economic context) in 
2019. With 218 million university-
educated persons in 2020, China has 
the largest pool of human resources to 
develop high quality economy. 

Besides, Chinese parents (especially 
those who received higher education) 
usually spend a very large portion of 
their incomes on child education. 
Recent regulations targeting out-of-
school education also indicates that the 
heavy spending on education is a 
weighty burden for families. On the 
other hand, this shows that the Chinese 
attach great importance to education. 

In addition to improving higher 
education, to prepare for entering the 
high-income countries, 12 years 
compulsory education (including 
three-year vocational high schools 
which provide training to become skilled 
workers) should be implemented as 
soon as possible with an emphasis on 
children in the rural areas. In urban 
areas, most of the children have 
received 12 years education or much 
more according to the seventh census. 

School education as well as trainings for 
the workforce are the keys to improving 
the quality of population. Government, 
market (enterprises as the mainstay), 
society (especially households) and 
education institutions should coordinate 
and increase their investments in 
education. 

Ultimately, education and training would 
boost technology and increase 
productivity continuously. Thus, 
enabling China to develop a high quality 
and innovation-driven economy. 

Figure 25: Projected total population
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Source: LU Ming, Shanghai Jiao Tong University 2021
Note: This forecast does not include population of South China Sea Islands, Hong Kong Special Administrative Region, 
Macao Special Administrative Region, and Taiwan Area.

Figure 26: The map of projected distribution of population by 2035 

Distribution of population: 
accelerating urbanisation with 
co-ordinated regional city cluster 
development. 

Since 35% of the population still live in 
the rural areas, at least in the next two 
to three decades, urbanisation will 
continuously contribute to China’s 
economic development. In order to 
better support urbanisation and meet 
market demands, China should reform 
its hukou system in order to unleash a 
much freer flow of population. As 
mentioned above, the hukou system 
has become a major obstacle for the 
free flow of population and urbanisation. 

It is expected that more people will flow 
to the national central cities and the 
major city clusters. There are 9 national 
central cities, namely Beijing, 
Shanghai, Guangzhou, Tianjin, 
Chengdu, Chongqing, Wuhan, Xi'an, 
and Zhengzhou. City clusters are 
listed below. 

• Yangtze River Delta 

• Greater Bay Area

• Beijing, Tianjin and Hebei 

• Chengdu and Chongqing 

• the middle reaches of the Yangtze 
River (Wuhan as the centre, 
Changsha and Nanchang are also 
part of this cluster)

• the Central Plain (Zhengzhou as the 
centre)

• the Guanzhong Plain (Xi’an as the 
centre) 

More infrastructure will be necessary to 
be built in order to connect the national 
central cities as well as to improve 
connectivity within the city clusters. 
China’s urbanisation will enter a new 
era, and its distribution of population will 
better serve the development of market 
economy. 

In conclusion, China’s seventh national 
population census identified several 
demographic issues that the country is 
facing. Though the challenges are 
serious, there are solutions to address 
them. We firmly believe that China is on 
its way to becoming the largest 
economy. For the business sector, as 
explained above, demographic changes 
in China would create more 
opportunities. The negative impacts 
might be big for a couple of industries, 
but certainly would be minimal for many 
more. 
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