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Major economic indicators

For the fourth quarter in 2019, China’s 

GDP growth has increased by 6.0%, 

which is same with Q3 and slower than 

the 6.2% in Q2, and 6.4% in Q1. As a 

result, the 6.1% annual growth rate in 

2019 met the new official GDP growth 

target range of 6.5% to 6%. It is twice 

the global growth rate of 2.9% for 2019 

as projected by the IMF in January.

As a major milestone, China’s GDP per 

capita has exceeded US$10,000, and 

reached US$10,276 based on yearly 

average currency exchange rates. 

Total GDP reached 99.09 trillion yuan or 

US$14.4 trillion. This is almost 

equivalent to the total GDPs of Japan, 

Germany, UK and France in 2019 

added together, as pointed out by the 

National Bureau of Statistics. These four 

countries ranked third, fourth, fifth and 

sixth globally by economic size in 2019 

with around US$14.39 trillion total GDP. 

Subsequently, although the speed of 

growth slowed down in the second half 

of the year, China created 122.9% more 

jobs than the official target. More 

specifically, there were 13.5 million new 

jobs in 2019, or 2.5 million more than 

the goal. 

In December, the urban surveyed 

unemployment rate in 31 major cities 

was 5.2% (the same as September and 

5.0% in June). The national 

unemployment rate in urban areas was 

5.2% (the same as September and 

5.1% in June). 

On the other hand, in 2020, China faces 

severe domestic and external 

challenges to maintain the current 

economic growth rate. Meanwhile, there 

are also new opportunities. 

First, the outbreak of novel coronavirus 

in Wuhan will definitely bring down the 

GDP growth rate in Q1. 

As a result of tight preventative 

measures that have been implemented 

rapidly across the country, some of 

economic activities in Q1 certainly would 

be affected. If the epidemic is contained 

within Q1 in China and the domestic 

growth in Q2 might recover, the 

negative impact for the year might be 

not too serious. 

Second, the good news is that in the 

middle of January, China and the US 

signed the phase one trade agreement. 

Although, there are still tariffs, trade 

tensions have eased significantly. 

Third, the global growth rate in 2020 and 

2021 is expected to reach 3.3% and 

3.4% according to the IMF, which is 

much better than in 2019. However, due 

to the current situation of coronavirus in 

some countries, it would reduce global 

economic growth. 

Therefore, given the disruptions to the 

economy due to coronavirus in the short 

term, particularly in Q1, 2020 might be 

tough year in the beginning for China. 

Let’s hope coronavirus disease 2019 

(COVID-19) will be controlled in other 

countries soon, so it would not cause 

too much damage for the global 

economy in 2020.

I

Figure 1: Quarterly GDP values and quarterly and annual GDP growth rate

Source of data: Unless otherwise stated, economic data is from the National Bureau of Statistics, Wind and financial data from the People’s Bank of China. 
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In 2019, the output of the primary, 

secondary and tertiary industry was 

7.05, 38.62 and 53.42 trillion yuan 

respectively, and the growth rates were 

3.1%, 5.7% and 6.9%. 

More specifically in Q4, the tertiary 

industry or service sector, accounting for 

50.8% of total GDP, grew by 6.6% year-

on-year, while the growth rates for the 

primary industry and secondary 

industry were 3.4% and 5.8% 

respectively, accounting for 9.9% and 

39.3% of total GDP. 

Additionally, the primary, secondary and 

tertiary industry accounted for 7.1%, 

39.0% and 53.9% of total GDP in 2019. 

Meanwhile, the final consumption 

expenditure amounted to 57.8% of total 

GDP growth for 2019, which is much 

less compared to 76.2% in 2018.

Gross capital formation (or gross 

domestic investment) contributed about 

31.2% of total GDP growth during the 

year. Gross capital formation was 19.8% 

in Q3 2019, 19.2% in Q2 and 12.1% in 

Q1. The 2019 figure did not change very 

much compared to 30% in 2018. 

Comparatively, contribution of net 

exports to total GDP growth dropped 

dramatically to 11% for the year, though 

it was 19.6% in Q3 2019, 20.7% in Q2, 

and 22.8% in Q1. Due to trade tensions 

and the weak global demand, China’s 

total trade only grew by 3.4% in the year. 

Figure 2: GDP composition
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Total fixed asset investment reached 

55.15 trillion yuan, expanding by 5.4% in 

2019 (5.4% in Q3 2019, 5.8% in Q2, 

6.3% in Q1) year-on-year, which is 0.5% 

less than in 2018. In December, total 

fixed asset investment went up by 

0.44% month-on-month. 

More specifically, by ownership, in 

2019 private investment accounted for 

56.4% of the total, and went up 4.7% 

(4.7% in Q3, 5.7% in Q2, 6.4% in Q1) 

year-on-year. Comparatively in 2018, 

private investment contributed 62% to 

total investment and grew by 8.7%. 

On the other hand, state owned 

investment increased by 6.8% during the 

year (7.3% in Q3 2019, 6.9% in Q2, 

6.7% in Q1). 

Unexpectedly, perhaps as a result of 

stabilising investment policy measures, 

fixed asset investment from Hong Kong, 

Macao and Taiwan owned companies 

had 7.5% growth in 2019 year-on-year, 

but it was slower in the previous 

quarters (2.4% in Q3 2019, 1.1% in Q2, 

2.8% in Q1, 11.5% decline in 2018). 

However, foreign owned fixed 

investment decreased by 0.7% in 2019 

year-on-year, comparatively it increased 

by 6.1% in 2018. Earlier during the year, 

foreign owned fixed investment 

increased by 1.8% in Q3 2019, 1.2% in 

Q2, and 8.7% in Q1. 

China-US trade tensions probably 

slowed down these investments. Since 

the tensions have become much milder 

now and the Chinese market has also 

become more open, foreign owned fixed 

asset investment is expected to expand 

in 2020.

On the other hand, despite slower global 

FDI growth, China’s FDI increased by 

5.8% and ranked the second largest 

globally in 2019 with a total inflow of 

941.5 billion yuan. 

By sectors, fixed asset investment of 

the primary (1.26 trillion yuan), 

secondary (16.31 trillion yuan) and 

tertiary industry (37.58 trillion yuan) 

increased by 0.6%, 3.2% and 6.5% 

year-on-year respectively in 2019 . 

By industries, the growth of fixed asset 

investment in the manufacturing sector 

was 3.1%, which was much slower than 

the 9.5% in 2018. Infrastructure 

investment (excluding production and 

supply of electricity, gas and water) 

increased by 3.8% which was the same 

as in 2018. 

There were a few industries that had 

above average growth, for instance, fixed 

asset investment in education increased 

by 17.7% and that of culture, sports, and 

entertainment went up by 13.9%. 

Manufacturing of computers, 

communications and other electronic 

equipment, as well as mining had 16.8% 

and 24.1% growth respectively. 

Lastly, by geography, the growth rate of 

fixed asset investment from central 

China was still much higher than other 

parts of the country, it increased by 

9.5% in 2019. The west ranked second 

with a growth rate of 5.6%, while the 

most developed part, east China (mainly 

the coastal areas), had 4.1% growth. 

Fixed asset investment growth from the 

northeast dropped by 3.0% which is the 

lowest in the country, despite strong 

revitalizing policy measures 

implemented by the central government. 

In Q1 2020, due to the outbreak of the 

coronavirus, the speed of fixed asset 

investment will be slower, but it will 

return to normal over the rest of year. 

The coronavirus will probably have a 

more negative impact on private 

investment than state owned investment. 

Since investment still plays an important 

role in driving China’s economy, it is 

very likely that more stimulus and 

stabilising policy measures from both 

local and central government are 

expected.

Figure 3: Fixed Asset Investment
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Figure 4: Growth rates in real estate 
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National Total 1,716 -0.1 15.97 6.5

Eastern 666 -1.5 8.38 5.8

Central 500 -1.3 3.55 4.9

Western 474 4.4 3.45 10.8

Northeastern 75 -5.3 0.59 2.8

Total real estate investment increased 

by 9.9% and reached 13.2 trillion yuan 

which accounted for about 24.0% of total 

fixed asset investment in 2019. In 2018 it 

increased by 9.5% and reached 12.0 

trillion yuan which account for nearly 

19% of fixed asset investment. Earlier 

from 2013 to 2017, real estate 

investment only accounted for around 

14% to nearly 19% of total fixed asset 

investment. 

This means China’s total fixed asset 

investment as well as economic growth 

relied much more on real estate in 2019 

than in the past few years. 

The sources of funds for real estate 

development enterprises are still 

improving. The overall growth rate of 

sources of funds increased by 7.6% in 

2019 (7.1% in Q3, 7.2% in Q2, 5.9% in 

Q1, 6.4% in 2018) and reached 17.86 

trillion yuan. 

Due to the double pressures of an 

economic slowdown and the coronavirus, 

macro control policies may be not very 

tight in 2020, and sources of funds for 

real estate development enterprises is 

likely to loosen. 

Meanwhile, in 2019, residential property 

comprised nearly 73.4% (70.8% in 2018) 

of China’s real estate investment, which 

went up by 13.9%.

During the year, the development of the 

overall real estate sector was still slow, 

but only a few figures remained negative 

as a result of growing funds, for instance:

• Floor space of buildings completed 

(residential, office, and commercial) 

increased by 2.6% in 2019, while 

in Q3 2019 it dropped by 8.6% 

(12.7% drop in Q2, 10.8% drop in Q1, 

7.8% drop in 2018).

• Floor space under construction and 

floor space of buildings just at the start 

of construction grew by 8.7% and 8.5% 

in 2019.

• The growth rate of land purchased 

declined by 11.4% in 2019 (20% 

decline in Q3 2019, 27.5% decline in 

Q2, 33.1% decline in Q1). This 

suggests financing is improving. 

• Floor space of properties ready for sale 

dropped by 4.9% (7.2% decline in Q3 

2019, 8.9% decline in Q2, 9.9%

decline in Q1), out of which residential 

housing declined by 10.4%. 

Total floor space of all properties sold 

declined by 0.1% in 2019. This was a 

slightly poorer performance compared to 

2018 when it increased by 1.3%. 

On the other hand, prices were still 

stable, but much lower compared to 

2018. More specifically, in 2019 the total 

sales value of properties went up by 

6.5% (12.2% increase in 2018) or 

reached 15.97 trillion yuan, out of which 

residential buildings sales rose by 10.3%. 

Both office and commercial building 

sales declined by 15.1% and 16.5% 

respectively. 

This means that the prices of residential 

buildings continued to rise in 2019. 

However, compared to the 12.2% 

increase in the total sales value of 

properties in 2018, it was much slower as 

a result of macro control policies. 

In 2020, as monetary policy is likely to ease 

further, financing might be cheaper and 

more easily available than in the past few 

years, but macro controls on investment 

speculation and prices will continue.

Figure 5: Real estate development and sales
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China’s Purchasing Managers’ Index 

(PMI) for the manufacturing sector in Q4 

rebounded to positive. The PMI was 

49.3%, 50.2% and 50.2% for October, 

November and December respectively. 

The PMI has been slightly above the 

threshold of 50% for four months (in 

March and April, and then in November 

and December) since the beginning of 

the year.

In Q1 2020, the PMI may remain 

positive in January, but it will probably 

reverse again to below the threshold of 

50% due to the coronavirus and possibly 

rebound in the aftermath. 

More specifically, the new export orders 

index and import index improved to 

50.3% and 49.9% in December, from 

48.2% and 47.1% in September and 

46.3% and 46.8% in June respectively. 

In December, the PMI of large 

enterprises remained above the 

threshold at 50.6% and decreased by 

0.3% month-on-month. Previously in 

September, it returned to above the 

threshold at 50.8% from June when it 

dropped below the threshold to 49.9%. 

This indicates that the operations of 

large industrial enterprises are relatively 

stable, but not very strong.

In December, the PMI of medium 

enterprises went up to 50.6%, earlier in 

September it was 48.6% and prior to 

that it was 49.1% in June. At the same 

time, the small enterprise PMI declined 

to 47.2%, worse than in September and 

in June which 48.8% and 48.3% 

respectively. 

The production index continued to be 

the highest compared to all other 

indexes throughout the year. It grew to 

53.2% in December, from 52.3% in 

September and 51.3% in June. The new 

order index rebounded to 51.2% in 

December, from 50.5% in September, 

49.6% in June. 

Since the production and new order 

indexes are highly related to each other, 

this means production and market 

demand became much better in the 

second half of the year. 

The raw materials inventory index and 

employed person index were still weak 

and remained at 47.2% and 47.3% in 

December. These two indexes were 

47.6% and 47.0% in September and 

48.2% and 46.9% in June respectively.

In contrast, the non-manufacturing PMI 

went up to higher levels than the 

manufacturing PMI in Q4. It was 52.8%, 

54.4% and 53.5% for October, 

November and December respectively. 

The non-manufacturing PMI of the 

service sector increased to 53.1% in 

December. 

Furthermore, the employed person index 

of non-manufacturing PMI was also 

weak during the year. It was 48.6% and 

48.2% in December and September 

respectively. This is a reflection of the 

willingness of firms to recruit, which is 

not very strong. But, in fact, China 

created 2.5 million more jobs than the 

annual goal in 2019. Therefore the 

disparity might suggest the difficulty to 

hire new employees in certain industries.

Figure 6: Purchasing Managers’ Index
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The growth of Industrial Added Values 

for companies over certain scales went 

up by 5.7% year-on-year in real terms in 

2019. During the year, it increased by

5.6% in Q3 2019, 6.0% in Q2, and 6.5% 

in Q1. The growth rate is almost slightly 

behind the GDP growth rate for each 

quarter. In December, it increased by 

6.9% or 0.7% more than November 

month-on-month. 

Meanwhile, the total profit for all 

industrial companies over certain scales 

declined by 3.3% to 6.20 trillion yuan in 

2019, because of falling sales, rising raw 

material and labour costs, as well as 

declining profit of pillar sectors such as 

steel, petrochemicals and automobiles. 

Total revenue reached 105.78 trillion 

yuan and increased by 3.8%.

More specifically in 2019, the sectors 

with around 10% growth of industrial 

added values included:

• manufacturing of non-metal 

minerals (8.9%);

• manufacturing of non-ferrous 

metals (9.9%);

• manufacturing of railways, 

shipbuilding, aerospace and other 

transportation equipment (7.4%);

• manufacturing of electric machinery 

and equipment (10.7%);

• manufacturing of computers, 

communications and other electronic 

equipment (9.3%);

• nuclear power generation (18.3%) 

and solar power generation (13.3%) 

compared to thermal power 

generation (1.9%).

More importantly, the manufacturing of 

automobiles increased by 1.8% by the 

end of 2019. Earlier in the year, it had 

0.8% negative growth of industrial 

added values in Q3 2019 (-1.4% in Q2, -

10.4% in Q1, -4.2% in 2018). In 

December, it increased by 10.4% year-

on-year. 

However, the growth of industrial added 

values has not generated good news for 

the industry yet. According to the China 

Association of Automobile 

Manufacturers (CAAM), in 2019, car 

output and sales dropped 7.5% and 

8.2% to 25.72 and 25.76 million year-on-

year ( -11.4% and -10.3% in Q3 2019; 

-13.7% and -12.4% in Q2). However 

China still ranks as the number one 

market in terms of car output and sales.

Total profits for the manufacturing of 

automobiles declined by 15.9% for the 

year, much worse than in 2018. Despite 

the fact that car output and sales 

dropped by 4.2% and 2.8% in 2018, 

automobile makers still made a profit

of 4.7%. 

For 2020, demand for cars might remain 

weak due to slower economic growth. 

Car manufacturers are likely to face 

another tough year in China since 2018. 

Additionally, by ownership, only private 

companies’ profits went up in 2019:

• Profits of SOEs dropped by 12.0% to 

1.64 trillion yuan (9.6% decline in Q3 

2019, 8.7% in Q2,13.4% in Q1);

• Profits of foreign owned enterprises 

(including Hong Kong, Macao and 

Taiwan) declined by 3.6% to 1.56 

trillion yuan (4.2% decline in Q3 

2019, 8.4% in Q2, 7.9% in Q1); 

• Profits of joint-stock enterprises 

decreased by 2.3% to 4.53 trillion 

yuan (1.2% increase in Q3 2019, 

0.2% increase in Q2 and 1.0% 

decline in Q1). This suggests joint-

stock enterprises did not do well 

in Q4.

• Profits of private companies went up 

by 2.2% to 1.82 trillion (5.4% 

increase in Q3 2019, 6.0% in Q2, 

7.0% in Q1). 

Profit of private industrial companies 

only accounted for about 30% of the 

total. This is a serious challenge given 

that 70% of industrial companies are 

facing falling profits. 

If impact of coronavirus is limited and 

global economy is expected grow a little 

faster in 2020 than in 2019 as IMF 

forecasted, even though China’s growth 

might be slower, overall demand for 

industrial goods should remain fairly 

stable. 

Figure 7: Industrial Added Values
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Total retail sales of consumer goods 

went up by 8.0% (or 6.0% in real terms) 

in 2019 year-on-year to 41.17 trillion 

yuan. If automobile sales were excluded, 

total retail sales would increase by 9.0%. 

The growth rate in the second half year 

was a little slower than the first half year. 

In 2019, the final consumption 

expenditure contributed 57.8% to total 

GDP growth which is much less 

compared to 76.2% in 2018, but is still 

over 50%. Total retail sales will be hard hit 

by the outbreak of coronavirus in Q1, as 

will the contribution of final consumption 

expenditure to GDP growth.

Thus ensuring stable consumption will 

be critical in the other three quarters, or 

as early as possible once the epidemic 

is contained.

Since slower domestic economic 

development is almost certain, growth of 

total retail sales in 2020 is very likely to 

be less than in 2019. 

In terms of types of consumption, in 2019, 

catering consumption went up by 9.4% 

year-on-year to 4.67 trillion yuan. 

Meanwhile, goods retail sales went up by 

7.9% to 36.49 trillion yuan and accounted 

for 88.7% of total retail sales. 

As mentioned in the previous section, 

car sales dropped by 8.2% in 2019 year-

on-year (10.3% in Q3 2019, 12.4% in Q2) 

and sales of automobiles and related 

products declined by 0.8% (0.7% 

decrease in Q3 2019, 1.2% increase in 

Q2) year-on-year. 

In December, sales of automobiles and 

related products increased by 1.8% year-

on-year, but this will not last in the first 

quarter of 2020. Both car sales and 

production will be also be hit by the 

coronavirus. 

In 2019, the per capita disposable 

nominal income reached 30,733 yuan 

and increased by 8.9% (or 5.8% in real 

terms, which is reasonable while GDP 

growth was 6.1%) year-on-year.

More specifically, per capita disposable 

income was 42,359 yuan and 16,021 

yuan, for urban and rural residents 

respectively. Per capita disposable 

income of rural residents is about 38% 

that of their urban counterparts. Although, 

China’s GDP per capita exceeded 

US$10,000 in 2019, the annual 

disposable income of rural inhabitants is 

merely around US$2,300. 

By sources of income, per capita salary 

income was 17,186 yuan in 2019, which 

is 56% of total income. Meanwhile, the 

rest was net business income, asset 

income and transfer income which 

accounted for 17%, 9% and 18% of total 

income respectively.

On the other hand, in 2019, per capita 

consumption expenditure increased by 

8.6% (8.4% in 2018) to 21,559 yuan. 

More specifically, per capita consumption 

expenditure on services (instead of goods) 

increased by 12.6%, and reached to 

45.9% of the total expenditure. 

During the year, the growth rate of urban 

residents consumption expenditure per 

capita for sectors which exceeded or 

were near 10% included: healthcare 

(12.9%), education, culture and 

entertainment (12.9%), housing (8.8%) 

and other supplies and services (9.7%). 
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Figure 9: National Per Capita Consumption Expenditure and Proportion (2019)

Figure 8: Retail Sales of Consumer Goods
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As a result of the China-US trade 

tensions and slowdown in the global 

economy, the growth of China’s imports 

and exports in 2019 was much lower 

than in 2018. 

Total imports and exports reached 

31.54 trillion yuan, increasing by only 

3.4% in 2019 year-on-year. The total

growth in trade in 2019 was much lower 

than the 2018 figure of 9.9%. 

More specifically, exports went up by 

5.0% year-on-year to 17.23 trillion yuan, 

and imports increased by 1.6% to 14.31 

trillion yuan. 

Thus, the trade surplus went up by 25.4% 

(44.2% in Q3 2019, 41.6% in Q2, 75.2% 

in Q1) to 2.92 trillion yuan in 2019. 

Meanwhile, net exports contributed 11% 

(19.6% in Q3 2019, 20.7% in Q2, 22.8% 

in Q1) to total GDP growth. 

If converted to US dollars, the growth of 

total imports and exports would be much 

less than 3.4%. Only exports recorded 

0.5% growth in 2019, according to China 

General Administration of Customs.

But according to WTO data, China may be the 

world’s largest commodity trading country in 

2019 again with the best trade performance 

amongst the largest trading countries.

The trade negotiations between China 

and the US generated a phrase one 

agreement in January 2020 that will 

resolve some aspects of the dispute. 

Therefore, China’s trade with the US is 

expected to grow in 2020, instead of 

declining in 2019. Meanwhile, even if the 

impact of coronavirus on global economy 

is mild, together with slightly weaker 

domestic demand, it might be challenging 

to grow China’s total trade in 2020.

By geography, China’s trade with the 

US declined by 10.7% in 2019 to 3.73 

trillion yuan, and trade with Japan grew 

by 0.4% to 2.17 trillion yuan. The US 

and Japan rank as the third and fourth 

largest trading partners with China after 

the EU and ASEAN.

Except the US and Japan, China’s trade 

with other top trading partners were 

steady in 2019. 

For example, trade with the EU increased 

by 8.0% and reached to 4.86 trillion yuan. 

Exports and imports with ASEAN went up 

by 14.1% to 4.43 trillion yuan. 

China’s trade with countries under the 

Belt and Road Initiative increased by 

7.3% more than the total trade growth 

rate of 3.4% in 2019, but was still slower 

than in 2018. More specifically it 

increased by 10.7% and reached to 9.27 

trillion yuan in 2019, while in 2018 trade 

with these countries increased by 27.4%. 

China’s trade with Africa and Latin 

America and other emerging markets 

increased by 10.8%, 6.8%, and 8.0% 

respectively in 2019. 

By ownership of trading enterprises, 

in 2019, exports and imports generated 

by private enterprises rose to be the 

largest contributor to total trade for the 

first time. In the past, foreign owned 

enterprises often contributed the major 

portion of China’s total trade. 

More specifically, trade from private 

enterprises went up 11.4% to 13.48 

trillion yuan and accounted 42.7% of the 

total trade. The contribution of trade 

from foreign owned enterprises and 

state owned enterprises accounted for 

39.9% and 16.9% respectively. 

Trade growth from private enterprises 

was much higher than for the other two 

types of companies. Many private 

companies are small, but they are 

resilient and very active in exploring new 

opportunities in emerging countries such 

as ASEAN, Latin America, and Africa. 

By the end of 2019, the number of 

China’s private enterprises which have 

trading businesses reached to 406,000. 

Finally as a result of improvements in 

doing business in China, the clearance 

time at customs has significantly 

reduced by 42.3% for imports and 

42.4% for exports compared to 2018. 

This is more important than the growth 

of trade and will increase efficiency for 

the companies. 

Figure 10: Quarterly Balance of Trade (2019) 
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The Producer Price Index (PPI) for 

manufactured goods decreased by 0.3% 

in 2019 year-on-year. It went up by 0.3% 

in the first six months but dropped below 

zero in the second half of the year. 

In October, November and December, 

PPI for manufactured goods was -1.6%, 

-1.4% and -0.5% respectively. It 

declined further in Q4 compared to Q3 

year-on-year. 

This is perhaps one of the reasons why 

the majority of industrial enterprises are 

facing shrinking profits. It also indicates 

that the downward pressure on the 

economy has been more serious in the 

second half of the year.

More specifically, in 2019, the 

purchasing price index for manufactured 

goods declined by 0.7% year-on-year. 

Among all the PPIs for manufactured 

goods, the price for means of production 

decreased by 0.8%.

Furthermore, the price of mining and 

quarrying products rose by 2.4% in 2019 

and 3.3% in the first nine months. The 

price of raw materials dropped by 2.6% in 

2019 and 4.8% in the first nine months. 

Oil-related prices continued to decline. 

The PPI of extraction of petroleum and 

natural gas fell by 3.6% in 2019 year-on-

year and 1.8% in the first nine months. 

In contrast, in the first half year, it went 

up by 3.1%, and in 2018 it went up by 

24.3%. The PPI of petroleum and 

natural gas extraction might remain 

weak in Q1 of 2020 because the 

coronavirus will cut Chinese demand. 

The PPI of processing of petroleum, 

coking and nucleus fuel also decreased 

by 3.5% in 2019 and 1.8% in December 

year-on-year.

On the other hand, the price of consumer 

goods increased by 0.9% in 2019 and 

1.3% in December year-on-year.

For the first quarter of 2020, and probably 

also in the first half year, raw materials 

and oil-related prices might continue to 

remain weak, as demand is still lower 

than expected. However, if the impact of 

coronavirus on global economy is limited, 

the PPI might reverse in the second half 

year. Some of the prices may recover in 

Q2 2020. 

Growth in the Consumer Price Index 

(CPI) increased by 2.9% in 2019 year-

on-year (2.2% in the first half year) 

mainly as a result of food price hikes. 

Overall, this matched the annual target 

of around 3% for CPI growth.

In December the CPI went up by 4.5% 

while food prices increased by 17.4% 

year-on-year. The growth of CPI was 

much higher in the second half of the 

year compared to the first half.

More specifically in 2019, food prices 

went up by 9.2% year-on-year. Out of 

which, prices of meat increased by 9.1% 

during the year and 66.4% in December. 

Vegetable prices rose by 4.1% in the 

year and 10.8% in December. Fruit 

prices surged by 12.3% in the year, but 

dropped by 8.0% in December.

Food price hikes will influence many 

families since 28% of China’s per capita 

consumption expenditure is spent on food. 

For Q1 2020, food price hikes might 

continue at least in January and 

February, since Lunar New Year and the 

outbreak of coronavirus took place in the 

fourth week of January. 

However, aside from food price, all other 

prices remained stable in 2019. 

Probably due to the weak growth of PPI, 

a few CPI prices were negative, such as 

home appliances, transportation facilities, 

fuel for vehicles, and communication 

facilities and services. 

Thus, once food prices return to normal 

levels after Q1 2020, the overall CPI will 

become slightly lower. 

Figure 11: Producer Price Index and Consumer Price Index 
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II

According to the People’s Bank of China 

(PBoC) 2020 Work Conference which 

took place in the beginning of January, 

the following major measures will be 

implemented this year: 

• Monetary policy will be moderate as 

well as flexible and appropriate. 

Liquidity will be reasonable and 

sufficient. Interest rate liberalisation

will deepen which might indicate 

lower financing costs for enterprises.

• Financial reform and opening-up will 

continue, particularly reform of 

financial markets and financial 

institutions including the foreign 

exchange administration system, 

cross-border capital flows and RMB 

internationalisation.

Aggregate financing went up by 

10.7% in 2019. According to data from 

the PBoC, by the end of 2019, total 

aggregate financing to the real economy 

(AFRE) reached 251.31 trillion yuan, 

and went up by 10.7% year on year. The 

cumulative amount of ARFE growth was 

25.58 trillion yuan in 2019 or 3.08 trillion 

yuan more than in 2018. 

Most recently in October, November and 

December, AFRE reached 0.87, 1.99 

and 2.1 trillion yuan respectively. AFRE 

declined by 9.0% and increased by 

23.6% and 8.9% respectively during the 

last three months of the year.

Among all the items of AFRE in 2019, 

RMB loans accounted for about 66% of 

total AFRE (74.2% in Q3 2019, 75.8% in 

Q2, 76.9% in Q1) which increased to 

16.88 trillion, or 1.21 trillion yuan more 

than in 2018. The proportion of RMB loans 

to AFRE was 3.7% less than in 2018.

By the end of 2019, total RMB loans 

(accumulated balance) reached 151.57 

trillion yuan and increased by 12.5% 

year-on-year (12.5% in Q3 2019, 13.0% 

in Q2). 

The other two major items of AFRE 

were corporate bonds and local 

government bonds. In 2019, net 

financing of corporate bonds was 3.24 

trillion yuan, and increased by 0.61 

trillion yuan year-on-year. It accounted 

for 12.7% of total AFRE in 2019. 

Net financing of special debt of local 

governments was 4.72 trillion yuan and 

decreased by 0.13 trillion yuan year-on-

year. It accounted for 18.5% (11.6% in 

Q3 2019) of total AFRE in 2019, which 

is 3.1% less than in 2018. 

As the economy continues to face 

downward pressure and the negative 

impact of the coronavirus in Q1, 

monetary policy is expected to be 

flexible. It is possible that the PBoC

might cut interest rates and as well 

as continue to lower the reserve 

requirement ratio (RRR) for 

major banks.
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Fiscal spending went up by 8.1% in 

2019, while the fiscal deficit rate 

increased to 4.89% of GDP.

In 2019, the general public budget 

revenue increased by only 3.8% to 

19.04 trillion yuan, which was the lowest 

growth rate in 30 years due to slower 

GDP growth. Furthermore, as a result of 

policy measures of cutting taxes and 

fees, the growth rate was much less 

than in 2018 when it was 6.2%. Total 

general public budget revenue in 2019 

was 0.7 trillion yuan more than in 2018.

Meanwhile, non-tax revenue increased 

by 20.2% to 3.24 trillion yuan (29.2% in 

Q3 2019) year-on-year. Comparatively, 

in 2018, non-tax revenue declined 4.7% 

and was only 2.70 trillion yuan. 

However, the revenue of value-added 

tax only grew by 1.3% which accounted 

for more than 30% of total budget 

revenue. This was triggered by slower 

economic growth.

On the other hand, fiscal spending grew 

to 23.89 trillion yuan and increased by 

8.1% year-on-year. More specifically, 

this included 3.51 and 20.38 trillion yuan 

for central and local general public 

budget expenditure respectively. Other 

major expenditure included:

• 3.50 trillion yuan on education (8.5% 

increase in 2019); 

• 2.96 trillion yuan on social security 

and employment (9.3% increase in 

2019);

• 2.57 trillion yuan on urban and rural 

communities (administration, public 

facilities, planning, environmental 

sanitation etc.) (16.1% increase in 

2019);

• 2.24 trillion yuan on agriculture, 

forestry and water conservancy 

(6.3% increase in 2019);

• 1.68 trillion yuan on healthcare and 

sanitation (10.0% increase in 2019. 

This figure will probably be much 

higher in 2020 due to the outbreak of 

coronavirus);

• 1.14 trillion yuan on transportation 

(1.2% increase in 2019. 8.5% 

increase in Q3 2019, 22.3% in Q2 

and 47.4% in Q1);

• Spending on science and technology 

as well as energy conservation and 

environmental protection went up by 

14.4% and 18.2% respectively to 953 

billion yuan and 744 billion yuan.

In order to combat the economic 

downturn and at the same time continue 

to cut taxes and fees, China had a 4.85 

trillion yuan fiscal deficit in 2019. As a 

result, the fiscal deficit rate increased to 

4.89% of total GDP which was much 

higher than the annual target of 2.8%, 

and was the highest rate since 2004. 

In 2020, with the aim to keep boosting 

fiscal spending to stimulate economic 

growth, the government will have to 

raise the budget deficit target. 

Figure 13: Q1 2016 — Q4 2019 general public budget expenditure
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III

The facts and implications of Yangtze 

River Delta integration

In December 2019, China’s central 

government unveiled the “Outline of 

integrated development of Yangtze 

River Delta”, a comprehensive report to 

describe the blueprint of the region’s 

development by 2025. It has officially 

documented the Yangtze River Delta 

(YTD or the Delta) integration as one of 

the national development strategies, 

while others include the Belt and Road 

Initiative, Beijing — Tianjin — Hebei (or 

Jingjinji) Collaborative Development, 

Yangtze River Economic Belt (a much 

larger area than the Yangtze River 

Delta), and Guangdong —

Hong Kong — Macao Greater Bay Area 

(the Greater Bay Area ). 

So, as a new national development 

strategy, what do you need to know 

about the Yangtze River Delta and its 

integration, particularly from a business 

and economic perspective? Moreover, 

what are the implications and 

opportunities?

The world’s fifth largest economy has 

generated a quarter of China’s GDP

In the outline, the Yangtze River Delta 

consists of the Shanghai municipality 

(province-level), and the provinces of 

Jiangsu, Zhejiang, and Anhui. It is 

slightly different to the traditional 

definition of the Delta which has not 

included Anhui province in the past. 

With a population of 29 million, Anhui is 

the least developed of the three 

provinces. It is a great opportunity for 

Anhui to be incorporated as part of the 

Delta’s integration. It is also the central 

government’s intention that developed 

regions should help less developed 

areas in order to narrow the gap of 

unbalanced regional development. 

Figure 14: Map of the Yangtze River Delta and Top 10 Cities by GDP in 2018
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The Delta is one of the most developed 

areas in the country, and plays a 

significant role in China’s economic 

development. More specifically, the 

region has: 

• A quarter of the national GDP, and 

its economic size in 2019 was 

greater than the world’s fifth largest 

economy, UK. 

• A quarter of China’s total 

government tax revenue.

• One third of China’s exports and imports.

• Attracted more than 50% of China’s 

total foreign direct investment (FDI). 

• One third of national R&D expenditure 

and total number of patents. 

• A population of 220 million or 17% of 

the national total which would rank 

the region as the fifth most populous 

country after Indonesia. 

• A land size of merely 259,000 square 

kilometres or 3.8% of the national 

total which is slightly smaller than 

New Zealand (270,467 km²) and 

larger than UK (242,500 km²). 
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Figure 15: 2018 Yangtze River Delta — GDP Per Capita by Provinces

57 

44 

29 

24 

Jiangsu

Zhejiang

Anhui

Shanghai

Figure 16: 2018 Yangtze River Delta - Resident Population by Provinces

Furthermore, within the country by 

economic size, the Delta (21.62 trillion 

yuan in 2018) is much larger than 

Beijing — Tianjin — Hebei (8.5 trillion 

yuan) and the Greater Bay Area (10.87 

trillion yuan). Meanwhile, the Delta also 

has a greater population and land size 

than China’s two other important 

economic cores.

Unit: RMB

Source: Wind, PwC Analysis

Unit: Million People

Source: Wind, China’s national and provincial statistic bureaus, PwC Analysis
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As one of the most competitive regions 

in China, in addition to the large size of 

its economy, the Delta’s GDP per capita 

is also among the highest in the country. 

As a municipality, Shanghai has one of 

the highest GDPs per capita, meanwhile 

Jiangsu and Zhejiang rank first and 

second respectively among the 

provinces. In comparison, Guangdong 

province in the Greater Bay Area has 

the largest economy in China, but its 

GDP per capita is about 25% less than 

Jiangsu. The total GDP of Jiangsu is 

slightly less than Guangdong and it is 

the second largest economy in the 

country (by province) . 

Figure 17: 2018 GDP composition of Yangtze River Delta by Cities

In spite of this, the development of the 

Delta is unbalanced. For instance, 

Shanghai’s GDP per capita in 2019 

reached to more than US$ 20,000 at the 

prevailing exchange rate which is 

comparable to Greece, one of the EU 

member states. The GDP per capita in 

the cities of Chuzhou and Anqing in 

Anhui province are less than 30% that of 

Shanghai (40,000 yuan compared to 

135,000 yuan in 2018).

0 2 2 
11 

3 2 1 1 4 5 5 5 4 3 5 6 
11 

3 
11 

4 2 5 
10 10 

4 
12 

30 
34 37 

33 43 46 48 48 46 45 47 47 48 49 48 48 
42 

51 
44 52 54 54 

49 50 58 
52 

70 
64 61 57 54 52 51 51 50 50 48 48 48 48 47 47 47 46 45 44 44 42 41 40 38 36 

0

10

20

30

40

50

60

70

80

90

100

Primary industry Secondary industry Tertiary industry

Unit: percentage

Source: Wind, China’s national, provincial and municipality statistics bureaus, PwC Analysis

15PwC



The Delta fosters 38% of the top 500 

private enterprises and is the #1 

destination for FDI

While Beijing — Tianjin — Hebei is 

located in the North, and the Greater 

Bay Area in the South, the Delta is 

situated in mid-eastern China which is 

comparatively one of the most 

convenient geographic locations to 

access from the most parts of the 

country. The Delta also stretches across 

the traditional border between the North 

and South of China, with inhabitants that 

have a mix of living habits and cultures. 
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Figure 18: Yangtze River Delta-Top 10 Cities by GDP (2018)

As the economic heartland of China, the 

Delta also boasts some of China’s most 

developed cities. According to data from 

21st Century News, in 2019, 25 cities 

from the Delta ranked among China’s 

top 100 cities by economic size. Three of 

these cities are listed in the top ten, 

namely Shanghai (#1), Suzhou (#7), and 

Hangzhou (#10). Additionally, Nanjing, 

Wuxi, Ningbo and Nantong rank 11th, 

13th, 15th and 19th respectively. 

Figure 19: Top 100 Cities by GDP in 2019 — Yangtze River Delta Cities

City GDP Ranking City GDP Ranking

Shanghai 1 Yangzhou 35

Suzhou 7 Shaoxing 36

Hangzhou 10 Taizhou* 37

Nanjing 11 Jiaxing 45

Wuxi 13 Taichow* 48

Ningbo 15 Zhenjiang 49

Nantong 19 Jinhua 50

Changzhou 24 Wuhu 70

Hefei 25 Huzhou 79

Wenzhou 33 Lianyungang 80

Yancheng 34

Unit: RMB Billion

Source: Wind, China Statistics Bureau, PwC Analysis

Source: 21st Century News

*:Taizhou refers to 泰州， and Taichow refers to 台州
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Furthermore, in addition to the large 

number of top private companies, as of 

2019 there were 16 Chinese Fortune 

500 companies based in the Delta: 7 in 

Shanghai, 4 in Hangzhou, 2 in Suzhou, 

and 1 each in Nanjing, Tongling, and 

Wuhu, respectively. 

Moreover, the Delta is home to more 

than 80 unicorns. Based on Hurun

Global Unicorn List 2019, China has 206 

unicorns which mostly consist of billion-

dollar valuation tech start-ups. More 

specifically, there are 47 in Shanghai, 

which ranks #3 in terms of cities with the 

most unicorns after Beijing and San 

Francisco, 19 in Hangzhou (#5) and 12 

in Nanjing (#7). 
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Figure 21: Number of Fortune 500 in 2019 in Yangtze River Delta

Figure 22: Hurun Global Unicorn List 2019 — Yangtze River Delta Companies
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Supporting these cities and strong 

economies in the Delta are the large 

numbers of prosperous and competitive 

enterprises that form the backbone of 

the area. Additionally, more than 50% of 

China’s FDI has been invested in the region. 

More specifically, take China’s top 500 

private enterprises (generated by 

All-China Federation of Industry and 

Commerce, ACFIC based on revenue) in 

2019 as an example, 190 of these 

companies or 38% are headquartered in 

the Delta. 

• 91 in Zhejiang

• 83 in Jiangsu

• 13 in Shanghai

• 2 in Anhui 

Figure 20: Number of top 500 private enterprise by Province
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As mentioned earlier, the presence of 

multinational companies (MNCs) and 

FDI also contributes significantly to the 

Delta’s economic prosperity. For 

instance, in 2018, Shanghai, Jiangsu, 

Zhejiang and Anhui respectively 

received US$17.3 billion, US$25.6 

billion, US$18.6 billion and US$17.0 

billion in foreign direct investment, which 

accounted for 54% of China’s total FDI 

during the year. By the end of October 

2019, there were 710 MNCs with 

regional, continental or national level 

headquarters in Shanghai and 453 

MNCs with R&D centres in the city, both 

these numbers are the highest in the 

country. This has made Shanghai the 

most popular city for MNCs in China. 

More importantly, in 2018, 

foreign-owned enterprises in Shanghai 

generated:

• 20% of total employment;

• 27% of total GDP;

• 33% of tax revenue;

• 60% of industrial added value; and

• 65% of imports and exports. 

Figure 23: Proportion of FDI from Yangtze River Delta (2016-2018)

Source: Wind, PwC analysis

*:FDI Shanghai: The actual absorbed amount of foreign investment
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Implications of the Outline for 

businesses and potential 

opportunities

The significance of the Yangtze River 

Delta is apparent. So what are the 

implications of the outline report for 

businesses? How can companies take 

advantage of opportunities? 

The official “Outline of integrated 

development of Yangtze River Delta” is 

a forty page document with over 30,000 

Chinese characters and has several 

points worth noting.

First, integrated development of the area 

can be achieved by:

• Breaking provincial boundaries for 

more cooperation due to 

administrative fragmentation of 

provinces.

• Creating a new pattern to promote 

regional coordination and 

development. 

• Strengthening collaborative 

innovation and industry cooperation.

• Facilitating and accelerating public 

service sharing across provinces.

• Strengthening collaboration to 

protect the environment. 

• Promoting a higher level of opening 

up through collaboration.

Second, the major objectives or 

development goals for Yangtze River 

Delta integration by 2025 indicate 

enormous business opportunities for 

environmental protection, urbanisation, 

R&D, infrastructure and 

telecommunications, education, 

healthcare, the digital economy, and 

energy. These objectives include: 

• Improving the environment. By 2025, 

energy consumption per unit of GDP will 

decrease by 10% compared to 2017. 

• Increasing the urbanisation rate for 

the permanent population from 60% 

to 70%.

• Increasing R&D intensity to 3% 

which is also one of the five targets 

of Europe’s 2020 strategy.

• Increasing the density of high speed 

railways, express highways and 5G 

network. For instance, high speed 

railway density will reach 507 

kilometres per 10,000 square 

kilometres, from 140 kilometres as of 

the end of 2019. This means in the 

next five years the Delta will add an 

additional 13,000 kilometres of high 

speed railway from the base of 5,000 

kilometres now. At the cost of 130 

million yuan per kilometre, which is 

based on Beijing — Shanghai high 

speed railway completed in 2010, the 

Delta requires at least 1.69 trillion 

yuan in investment.

• Increasing the average length of 

education for the working-age 

population to 11.5 years (from 10.5 

years) and the average life 

expectancy to 79 years old 

(previously 77 in 2018 at the national 

level). 

• Creating a digital Yangtze River 

Delta, such as building next 

generation information infrastructure, 

boosting the application of the 

Internet of Things, big data, artificial 

intelligence, and building up 

industrial Internet. 

• Promoting the construction of 

trans-regional energy infrastructure 

for oil, gas and electricity. 

• Boosting the following top ten 

sectors, namely electronic 

information, biopharmaceutical, 

aeronautics and astronautics, high-

end equipment, new materials, 

energy saving and environmental 

protection, automobiles, green 

chemicals, textiles and garments, 

and intelligent appliances. 

Finally, Yangtze River Delta integration 

will reinforce the leading role of 

Shanghai, particularly its service 

function, through preferential policies, 

and will also create new opportunities for 

the Shanghai Free Trade Zone including 

Lin-Gang Special Area which is home to 

Tesla’s Gigafactory 3. Undoubtedly, 

upgrading to become one of China’s 

national development strategies will 

further transform the Delta into an even 

more advanced and competitive region 

in China. 
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