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According to the National Bureau of
Statistics, total retail sales of consumer
goods reached 39.2 trillion yuan and
declined by 3.9% in 2020. As a result,
final consumption expenditure reached
more than 55 trillion yuan and
accounted for 54.3% of total GDP
(101.6 trillion yuan) in 2020. It pulled
down GDP by 0.5% during the year.
While in 2019, final consumption
expenditure accounted for 57.8% of total
GDP (98.65 trillion yuan).
In the month of December, total retail
sales of consumer goods rose by 4.6%
year-on-year, but the growth rate was
slightly more than half that of the same
period in 2019. In December 2019, it
increased by 8% year-on-year.

strict control policies in place in China,
could COVID-19 affect China’s
consumption in the first half of 2021?
Before we analyse the situation in 2021,
it is worth reviewing the impact of
COVID-19 on China’s consumption in
2020. On top of a 3.9% reduction in the
total retail sales of consumer goods,
what was the specific impact on
individual retail items?
What was the impact of COVID-19 for
China’s consumption in 2020?
In terms of types of consumption, in
2020, the retail sales of four items
whose values each exceeded 1 trillion
yuan were impacted by the COVID-19
pandemic in varying degrees.

The recovery of consumption will be
critical for China’s economic expansion
in 2021. With the pandemic continuing
to impact many countries, as well as

•

•

Sales of automobiles reached 3.94
trillion yuan and declined by 1.8%.

•

Sales of petroleum and related
products reached 1.7 trillion yuan
and decreased by 16.5%.

•

Sales of clothing and footwear (or
garments etc.) reached 1.24 trillion
yuan and declined by 6.6%

On the other hand, sales of grain,
cooking oil, and foodstuffs increased
by 9.9% and reached 1.53 trillion yuan.
The sales of these items were not as
significantly impacted by the COVID-19
pandemic.

Sales of catering services reached
3.95 trillion yuan and reduced by
16.6%.

Figure 12: 2019 and 2020 YoY growth of retail sales of consumer goods (Unit: %)
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Furthermore, retail sales of the
following four items exceeded 500
billion yuan in 2020:
•

Sales of daily necessities, or
groceries reached 650 billion yuan
and increased by 7.5%.

•

Sales of traditional Chinese and
western medicines reached 536
billion yuan and increased by 7.8%.

•

Sales of communication appliances
reached 557 billion yuan and rose
by 12.9%.

•

Sales of household appliances
reached 857 billion yuan and
decreased by 3.8%.

Increases in the sales of medicines and
daily groceries were likely significantly
impacted by the pandemic.

China’s per capita consumption
expenditure declined by 1.6% to
21,210 yuan in 2020. In real terms, the
drop in expenditure was even more
significant at 4%. However at the
same time, per capita disposable
nominal income increased by 4.7%
(2.1% in real terms) to 32,189 yuan
during the year.
More specifically, looking at nationwide
per capita expenditure by category,
only food and housing expenditure
increased in 2020. Food expenditure
(including tobacco and liquor)
increased by 5.1% to reach 6,397 yuan
and housing expenditure rose by 3.2%
to reach 5,215 yuan. All other
categories of expenditure recorded
reductions, including the following:

•

Clothing (1238 yuan, -7.5%);

•

Household facilities, articles and
services (1260 yuan, -1.7%);

•

Transportation and
telecommunications (2762 yuan,
-3.5%);

•

Education, culture and recreation
(2032 yuan, -19.1%);

•

Healthcare and medical services
(1843 yuan, -3.1%);

•

Miscellaneous goods and services
(462 yuan, -11.8%).

Figure 13: China's per capita consumption expenditure in 2020 (Unit: Yuan)
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Figure 14: 2019 and 2020 YoY growth of per capita expenditure by consumption category (Unit: %)
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Figure 15: The impact of the COVID-19
pandemic on households’ car
purchase budgets in the next six
months
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Consumption might be affected in the
first half of 2021
A simple survey of a random sample of
consumers from developed areas of the
country including the cities of Shanghai
and Beijing and Guangdong province, as
well as the less developed provinces of
Sichuan and Shaanxi, was conducted
recently in order to sense the national
consumption trends in Q1 and Q2 2020.
We randomly selected more than 150
individuals (mostly working class with
low and middle income, high income and
a few self-employed small business
owners) and asked them to answer 12
multiple choice questions. These
questions were designed to gauge the
impact of the COVID-19 on the
respondent’s household budgets
covering overall consumption, car
purchase, travel and vacation, dining out
and the consumption of culture, sports,
entertainment and cosmetics,
transportation, healthcare and housing
budgets in the next six month. The
survey was conducted between the end
of November and December and we
received 125 valid responses. The key
findings of the survey indicate that
China’s consumption might continue to
be impacted by the pandemic in the first
half of this year.
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The COVID-19 pandemic might
impact households’ car purchase
budgets in the first half of the year.
As with many countries, the largest
expenditure for most households in
China is buying a car. Therefore it is an
important indicator of economic
sentiment and a barometer of prevailing
economic conditions. The findings of the
research conclude that the pandemic
would impact 32% of households in
terms of their budgets for car purchases
in the next six months. More specifically,
12% of the respondents say they may
reduce their budgets by more than 30%,
3% of the respondents may cut their
budgets by more than 20%, and 18% of
them by more than 10%. 68% of
respondents say there is no impact of
the COVID-19. Besides, 73% of the
respondents have no plans to purchase
or replace their cars within the next six
months.

Figure 16: The impact of the
COVID-19 pandemic on households’
travel and vacation budgets in the
next six months

Figure 17: The impact of the COVID-19 pandemic
on households’ budgets for dining out, and the
consumption of culture, sports, entertainment
and cosmetics in the next six months.
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However, if additional incentives are
provided to consumers such as tax cuts
for car purchases or the provision of
free license plate registrations for new
energy cars (in cities that face license
plate restrictions), then this trend might
reverse. Currently eight major cities
have put certain restrictions on car
sales by only offering a limited number
of license plates to consumers. For
example, purchasing a license plate for
a regular car at auction in Shanghai
costs almost 100,000 yuan with luck.
On the other hand, it is much easier for
a local resident with a stable
employment record to obtain a license
plate for a new energy car.
The COVID-19 pandemic might affect
households’ travel and vacation
budgets in the next six months.
In recent years, with the promotion of
consumption in China, many households
are more likely to travel and go on
vacations, thus leisure tourism and
associated spending become a major
part of consumption. According to the
research, the pandemic might impact
40% of households in terms of their travel
and vacation budgets in the next six
months. 11% of respondents may reduce
their budgets by more than 30%, 17% of
them by more than 20%, and 12% of
them by more than 10%. There is no
impact for the remaining 60% of the
respondents. Additionally, 40% of the
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respondents have no plans to travel or
go on vacation in the next six months.
According to Ministry of Transportation,
due to COVID-19 control policies, the
total number of domestic trips taken
during Lunar New Year is expected to
drop to 60% of 2019 levels in 2021.
Thus, travel and vacation-related
consumption in the first two months of
Q1 is likely to be similar to last year
while this figure might quickly improve
in March and in Q2.
The COVID-19 pandemic might
impact households’ budgets for
dining out, and the consumption of
culture, sports, entertainment and
cosmetics in the next six months.
The pandemic might have a significant
impact on households’ budgets for
dining out, and the consumption of
culture, sports, entertainment, and
cosmetics in the next six months. 14%
of respondents may cut their budgets
by more than 30%, 10% of them by
more than 20%, and 26% of them by
more than 10%. Compared to staple
commodities such as food, these are
non-essential or discretionary
consumption categories and therefore
are more likely to be affected by
changes in the external environment
brought about by the pandemic.
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Spending on catering services and
cosmetics, as well as culture, sports and
entertainment, accounts for a significant
share of total consumption in China. For
example, as mentioned earlier, sales of
catering services reached 3.95 trillion
yuan in 2020, the largest category of
consumption by value. Although sales of
catering services dropped by 16.6% last
year, the overall value of catering sales
was still greater than that of automobiles
(the second largest category of
consumption by value) over the same
period.
The COVID-19 pandemic might affect
households’ budgets for
transportation, healthcare and
housing in the next six months.
The pandemic may have a relatively
small impact on household budgets for
transportation, healthcare and housing
over the next six months, given that
these are fixed expenses. 7% of the
respondents may cut their budgets of
these items by more than 30%, 4% of
them by more than 20%, and 10% of
them by more than 10%.

Figure 18: The impact of the
COVID-19 pandemic on households’
transportation, healthcare and
housing budgets in the next six
months

Finally, the COVID-19 pandemic might
impact overall household
consumption.
Current domestic prevention and control
measures as well as the pandemic
situation in other countries might impact
56% of respondents in terms of their
household consumption in the next six
months. 14% of the respondents may
reduce their household consumption by
more than 30%, 22% by more than 20%
and 21% of them by more than 10%.
However, it is worth noting that the
research was conducted in December
when there were several dozen cases of
coronavirus in a few cities across China.
Therefore, the research basically reflects
the sentiment of domestic households
that were faced with normalised
prevention and control measures.

Figure 19: The impact of the
COVID-19 pandemic on overall
household consumption in the next
six months
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Policy measures to stimulate
household consumption may still be
needed in the first half of 2021, in
order to stabilise economic growth.
Based on the aforementioned research
findings, a number of policy measures
may help to stimulate national
consumption in the near future.
First, providing cash subsidies shall be
considered to the low-income
population in order to ensure they
receive a steady supply of staple
commodities such as food. The impact
of the pandemic on households’ food
(including tobacco and alcohol) and
clothing budgets in the next six months
is somewhat unexpected, because
nationwide per capita consumption
expenditure on food expenditure
increased by 5.1% in 2020. (The annual
growth of nationwide per capita
expenditure on food was 8% in 2019
and dropped to 5% in 2020.) Lowincome households are more likely to
cut their food budget since food
expenditure often accounts a significant
share of their total spending.
According to the research, the
pandemic might impact 40% of
households in terms of food and

clothing budgets in the next six months.
9% of respondents may reduce their
budgets by more than 30%, 11% of
them by more than 20%, and 14% of
them by more than 10%.
Second, policy stimulus should be
applied to automobile, travel and
tourism consumption, as both
categories of consumption have been
heavily impacted by the COVID-19
pandemic. Spending on cars accounts
for a large share of total consumption
and has a significant impact on the
manufacturing sector. Additionally,
supporting the tourism sector and
related industries could also stimulate
other types of consumption such as
shopping, catering, culture, sports and
entertainment. Providing favourable
policies to stimulate automobile and
tourism consumption can greatly
influence overall consumption recovery.
Third, local governments should
continue to offer rebates or subsidies
for dining out as well as culture, sports
and entertainment activities. The
COVID-19 pandemic has effectively
been under control in China in the last
three quarters of 2020 and the situation
is expected to improve further in 2021.
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However, the research rightly points out
that the pandemic might continue to
impact households’ budgets for dining
out as well as for culture, sports,
entertainment and cosmetics in the next
six months. On the one hand, this is
perhaps because these categories of
consumption are discretionary and
therefore not essential for daily life.
Another point to consider is that many
households may cut such expenditure if
they are less optimistic about their
income stream in the future. Therefore,
it is necessary for local governments to
continue to offer rebates or subsidies on
these consumption categories, which
can effectively stimulate spending and
boost the rate of economic recovery.
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