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Major economic 
indicators

Although dozens of cases of COVID-19 
were discovered in the country, China’s 
economic growth further recovered in 
the fourth quarter of 2020. GDP 
reached 101.6 trillion yuan with 6.5% 
growth year-on-year in Q4, which is 
higher than the 5.8% growth rate during 
the same period in 2019.

For the year 2020, GDP only increased 
by 2.3% as a result of the coronavirus 
outbreak and control measures. While 
this is the lowest GDP growth in about 
four decades, China has still 
outperformed all major economies, 
since many countries had negative 
growth in 2020 due to COVID-19. 

As 2020 was the last year of the 13th

five year plan (2016-2020), all the 
national goals were achieved for this 
period. Total GDP reached US$14.7 
trillion (accounting for 17% of global 
GDP in 2020) and per capita GDP 
reached more than US$10,000 (still 
slightly below the world average) for the 
last two consecutive years of 2019 and 
2020.

For Q1 2021, strict coronavirus control 
policies are likely to curb consumption. 
In order to prevent the potential bounce 
back of COVID-19 this winter, China 

has implemented more stringent 
measures. For instance, travelling for 
Lunar New Year is not being 
encouraged. This is the most important 
holiday and peak in consumption during 
the year. As a result, the total number of 
domestic trips, tourism revenue, and 
other related consumption will be 
significantly affected. During the Mid-
Autumn Festival and National Day 
holiday in 2020, the total number of 
domestic trips rebounded to 79% of 
2019 levels while tourism revenue rose 
to 70% of the 2019 figure. At that time, 
there were several cases domestically, 
and control measures were relaxed.

As the coronavirus outbreak continues 
in some major economies and a small 
number of cases have emerged in 
several Chinese provinces, the impact 
of COVID-19 on China’s economic 
development is expected to last in Q1 of 
2021. However the impact is likely to be 
more mild in Q2 2021. Since China has 
implemented strict coronavirus control 
policies and more people are expected 
to get vaccinated, the scattered cases 
that currently exist are likely to be 
contained. Thus, for the year 2021, the 
IMF’s growth forecast for China is 8.1%.  

As a result of the economic recovery 
and supportive national policies, by the 
end of 2020, China created 11.86 
million jobs which is 31.8% more than 
the annual goal of 9 million. In 
December, the urban surveyed 
unemployment rate in 31 major cities 
was 5.1%, which was lower than 5.5% 
in September and 5.8% in June. It was 
also slightly lower than 5.2%, the rate in 
December 2019. By the end of 2020, 
the national unemployment rate in 
urban areas was 4.24%, much lower 
than 5.4% in September, 5.7% in June 
and 5.9% in March. It is also less than 
the annual goal of 5.5%.

Furthermore, by the end of December, 
the number of migrant workers from 
rural areas reached 286 million (180 
million in September and 178 million in 
June), which is 5.17 million, or 1.8% 
less than the same period in 2019. This 
trend suggests the demand for skilled 
workers was weak throughout last year. 

Figure 1: Quarterly GDP values and quarterly and annual GDP growth rate
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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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According to the IMF, the global 
economy was projected to decline by 
3.5% in 2020 due to the COVID-19 
pandemic. For 2021, the IMF has 
predicted that global growth will reach 
5.5% and China’s growth rate will be 
8.1%. However, if the COVID-19 
situation does not improve in the major 
economies in the next few months, the 
economic forecast for 2021 will need to 
be adjusted once again. The global 
economy might still be fragile before 
COVID-19 is contained in the US, UK 
and some of the EU countries. 

At the same time, the impact of the 
COVID-19 pandemic on the global 
economy has been dramatic. For 
instance, based on the United Nations 
Conference on Trade and Development 
(UNCTAD), global FDI (Foreign Direct 
Investment) dropped by 42% to US$859 
billion in 2020. Developing countries 
received more FDI than developed 
countries and China became the top 
destination for FDI.

In 2020, the output of the primary, 
secondary and tertiary industry was 
7.78, 38.43 and 55.40 trillion yuan 
respectively, and the growth rates were 
3.0%, 2.6% and 2.1% year-on-year. 

Meanwhile, in Q4 alone, the output of 
the three sectors increased by 4.1%, 
6.8% and 6.7% year-on-year 
respectively. 

GDP growth reduced by 6.8% year-on-
year in Q1, and then increased by 3.2% 
in Q2, 4.9% in Q3, and 6.5% in Q4. 
Quarter-on-quarter GDP growth 
declined by 9.7% in Q1, and increased 
by 11.6%, 3.0%, and 2.6% from Q2 to 
Q4. 

More specifically in 2020, the tertiary 
industry or service sector, accounted for 
54.3% of total GDP, while the primary 
industry and secondary industry 
accounted for 7.1% and 38.6% of total 
GDP respectively. 

In Q4 2020, the primary, secondary and 
tertiary industry accounted for 10%, 
38.5%, and 51.6% of total GDP 
respectively. 

The total retail sales of consumer goods 
contracted by 3.9% in 2020 while it 
increased by 4.6% in Q4 year-on-year, 
at the same time many other economic 
indicators also became positive for the 
year. 

In 2020, total retail sales of consumer 
goods reached to almost 40 trillion yuan 

and final consumption expenditure 
reached to more than 55 trillion yuan. 
Gross capital formation (or gross 
domestic investment) was around 45 
trillion yuan. 

Last year, final consumption 
expenditure accounted for 54.3% of 
total GDP or 11.2% more than gross 
capital formation. Final consumption 
lowered GDP by 0.5% in 2020 and 
gross capital formation raised GDP by 
2.2% during the same period.

Exports and imports increased by 1.9% 
year-on-year in 2020 and reached 36 
trillion yuan or nearly 30% of China’s 
total GDP. The net exports including 
both goods and services reached 3.7 
trillion yuan and boosted total GDP 
growth by 0.7% in 2020. 

Figure 2: GDP composition 
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Figure 3: Fixed Asset Investment
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Total fixed asset investment reached 
51.89 trillion yuan in 2020, increasing 
by 2.9% year-on-year which is slightly 
higher than the GDP growth rate of 
2.3%. In December, it increased by 
2.9% year-on-year and 2.32% month-
on-month. 

The COVID-19 pandemic was the main 
cause of slower growth in fixed asset 
investment in 2020, particularly in 
February, it reduced by 24.5% year-on-
year and 23.12% month-on-month. 

Compared to total GDP of around 102 
trillion yuan, the size of total investment 
is still huge and it still plays a significant 
role (second to consumption) in China’s 
economic development. Thus, in 2021, 
fiscal and monetary policies will 
continue to support fixed asset 
investment, in order to stabilise overall 
economic growth. 

More specifically, by ownership, 
private investment rose by 1.0% in 2020 
which accounted for 55.7% of total 
investment (56.4% in 2019 and 62% in 
2018). Once domestic economic growth 
stabilises, private investment is 
expected to recover probably by Q2 
2021, since private companies often 
react much more rapidly to economic 
condition. 

On the other hand, as expected, state-
owned investment rose by 5.3% in 2020, 
a much faster rate than private 
investment. 

Furthermore, fixed asset investment 
from Hong Kong, Macao and Taiwan 
owned companies increased by 4.2% in 
2020 year-on-year. Foreign-owned fixed 
investment increased by 10.6% over the 
same period.

In 2021, as COVID-19 control policies in 
China are expected to be much more 
effective, and given the fact that the 
economy has recovered more quickly 
than many other global economies, 
foreign-owned fixed investment should 
continue to expand. 

By sectors, fixed asset investment of 
the primary (1.33 trillion yuan), 
secondary (14.92 trillion yuan) and 
tertiary industry (35.65 trillion yuan) 
increased by 19.5%, 0.1%, and 3.6% in 
2020 respectively. 

Fixed asset investment of the 
secondary industry only grew in 
December. Earlier, from January to 
November, it contracted by 0.7% year-
on-year. 

By industries, fixed asset investment 
in the manufacturing sector dropped by 
2.2% in 2020, it declined by much less 
in Q4 compared to the first three 
quarters (6.5% year-on-year drop in Q3, 
11.7% drop in Q2 and 25.2% drop in 
Q1). Since global demand for Chinese 
goods is expected to remain weak in 
2021, companies may not pursue more 
fixed asset investment. 

Infrastructure investment (excluding the 
production and supply of electricity, gas 
and water) increased by 0.9% for the 
year.

Furthermore, as one of three key areas 
of fixed asset investment, in addition to 
manufacturing and infrastructure, real 
estate investment went up 7% in 2020. 

By the end of 2020, there were several 
industries that registered a greater than 
5% contraction in fixed asset 
investment, including the manufacturing 
of textiles (-6.9%), manufacturing of 
automobiles (-12.4%), manufacturing of 
fabricated metal products (-8.2%),
manufacturing of general purpose 
machinery (-6.6%),  mining (-14.1%), 
and manufacturing of electrical 
machinery and equipment (-7.6%). 

On the other hand, a few industries 
registered fixed asset investment 
growth of more than 10% over the year 
including: the production and supply of 
electricity, gas, and water (17.6%), 
education (12.3%), health and social 
services (26.8%), manufacturing of 
medicines (28.4%), manufacturing of 
computers, communications and other 
electronic equipment (12.5%) as well as 
farming, forestry, animal husbandry and 
fishery (19.1%).

Lastly, fixed asset investment of high-
tech manufacturing grew by 11.5% and 
high-tech services increased by 9.1% 
during the year. 

For Q1 2021, total fixed asset 
investment is not expected to grow very 
much. If COVID-19 can be controlled in 
major developed countries in the first 
half of the year, international demand 
for Chinese goods is expected to 
recover. This should trigger fixed asset 
investment in China to increase in the 
second half of 2021.   



Figure 4: Growth rates in real estate 
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Total real estate investment increased 
by 7.0% in 2020 and reached 14.14 trillion 
yuan which accounted for 27.2% of total 
fixed asset investment. The property 
market has recovered rapidly from the 
negative impact of COVID-19 thanks to 
relatively loose monetary policy.   

The growth rate for fixed asset 
investment of real estate in 2020 was 
fairly high compared to the 2.9% 
year-on-year increase for total fixed 
asset investment.  

Approximately 74% or around 10.44 of 
the 14.14 trillion yuan of total real estate 
investment went to residential investment, 
which increased by 7.6% in 2020. 

In December, sales prices of residential 
properties continued to rise. Prices of 
newly built properties in the tier one 
cities of Beijing, Shanghai, Guangzhou 
and Shenzhen increased by 3.9% year-
on-year, while the prices of resale 
residential properties rose by 8.6%. In 
tier two cities, prices of newly built and 
resale properties increased by 4.0% 
and 2.2% respectively and for tier three 
cities they rose by 3.5% and 1.4%.

In 2020, the sources of funds for real 
estate development enterprises 
reached 19.31 trillion yuan and 
increased by 8.1%. More specifically, 
6.3 trillion yuan was generated from

self-raised funds, 6.7 trillion yuan from 
deposits and prepayment, and 3 trillion 
yuan from personal mortgage loans.  

In 2020, some key economic indicators 
relating to the real estate market 
became positive indicating growth, 
while a few remained negative. 

Floor space under construction 
increased by 3.7% year-on-year. Total 
value of land transactions (or land 
transaction price) increased by 17.4% 
over the year and reached 1.73 trillion 
yuan. Both indicators suggest strong 
confidence and sufficient funds from 
developers. Furthermore:

• Floor space of buildings completed 
(residential, office, and commercial) 
decreased by 4.9% (11.6% drop in 
Q3, 10.5% drop in Q2 and 15.8% 
drop in Q1).

• Floor space of buildings just at the 
start of construction dropped by 
1.2% (3.4% drop in Q3, 7.6% drop in 
Q2 and 27.2% drop in Q1).

• The growth rate of volume of land 
purchased declined by 1.1% (2.9% 
decline in Q3, 0.9% decline in Q2, 
22.6% decline in Q1) after an 11.4% 
drop in 2019. Compared to the 
17.4% surge in the total value of 
land transactions, this means price 
of land increased by 18.72％ in 2020.

• Floor space of properties ready for 
sale increased by 0.1% (0.5% 
increase in Q3, 1.8% increase in Q2 
and 26.3% decline in Q1).

• Total floor space of all properties 
sold increased by 2.6% (1.8% 
decline in Q3, 8.4% decline in Q2 
and 26.3% decline in Q1). 

Additionally, in 2020, the total sales 
value of properties reached 17.36 trillion 
yuan and increased by 8.7% (3.7% 
increase in Q3, 5.4% drop in Q2 and 
24.7% drop in Q1). 

As the total floor space of properties 
sold only increased by 2.6%, this 
suggests that national property sales 
prices rose in 2020 to counter this. 
Since the price of resale residential 
properties are not included in this 
estimate, overall national property sales 
prices might be even higher.

As a result, some provinces have 
implemented slightly tighter macro 
control policies on the real estate sector.  
But at the same time, these provinces 
have also adopted moderate measures 
in order to balance economic growth 
with property price hikes. This policy 
trend is likely to continue in 2021.   
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China’s Purchasing Managers’ Index 
(PMI) for the manufacturing sector 
remained relatively strong in the fourth 
quarter of 2020 relative to Q2 and Q3. 
The PMI was 51.4%, 52.1% and 51.9% 
for October, November and December 
respectively. 

In December, among all the sub-indexes of 
PMI, the production and new order index 
were above the threshold of 50%, while raw 
materials inventory, supplier delivery time 
and employed person index were less than 
this threshold.

In 2020, the PMI for the manufacturing 
sector mostly stayed above the 
threshold of 50% except in February 
when it dropped to 35.7% just as 
COVID-19 struck in China. 

As expected, the PMI was stronger in 
Q4 aligning with the country’s economic 
recovery and other indicators from the 
manufacturing industry that showed 
improvement. 

For 2021, the PMI for the manufacturing 
sector might fall in Q1 due to more strict 
COVID-19 control measures and it will 
probably bounce back in Q2. 

More specifically, the new export orders 
index increased to 51%, 51.5% and 
51.3% in October, November and 
December respectively (while it was 
48.4%, 49.1% and 50.8% in July, 
August and September). This index 
reached a higher level compared to the 
previous quarters in 2020 and indicates 
that exports will grow further in Q1 2021.

The import index also rose to 50.8%, 50.9% 
and 50.4% in October, November and 
December respectively (from 49.1%, 49% 
and 50.4% in July, August and September). 
Since some imports are highly related to 
exports, both indexes often fluctuate 
simultaneously.  

By the size of enterprises, in December, 
the PMI of large, medium, and small-
sized enterprises was 52.7%, 52.7% 
and 48.8% respectively. Compared to 
September, the PMI of large and 
medium companies increased slightly, 
but the PMI of small-sized enterprises 
fell below the threshold of 50%. This 
gap often exists between the PMI of 
large and small-sized enterprises. 

The production index was the highest 
major sub-index of the PMI during Q4, it 
was 53.9%, 54.7% and 54.2% in 
October, November and December 
respectively. This indicates that 
production continued to recover in the 
latter part of the year. 

The new order index was the second 
highest sub-index after the production 
index, it was 52.8%, 53.9% and 53.6% for 
the last three months of 2020. This 
suggests that demand for new products 
continued to increase in the fourth quarter. 

The raw materials inventory index 
improved slightly, but was still below the 
threshold of 50% in Q4. It was 48.0%, 
48.6% and 48.6% from October to 
December respectively. This points to 
the fact that the disruption of raw 
material supply caused by COVID-19 is 
still impacting businesses. 

As with Q3, the employed person index 
did not fluctuate very much in Q4 and 
stood at around 49.5%. This suggests 
that while the employment rate in the 
manufacturing sector is not very strong, 
it is able to meet the basic demand. 

In contrast, the non-manufacturing 
PMI remained strong in Q4. It rose to 
56.2% and 56.4% in October and 
November and decreased to 55.7% in 
December. Earlier in the year, non-
manufacturing PMI was 54.2%, 55.2% 
and 55.9% from July to September.

By sectors, the non-manufacturing PMI of 
the service sector decreased to 54.8% in 
December from 55.2% in September 
(53.4% in June and 51.8% in March).This 
suggests the speed of service sector 
recovery slowed down in Q4. 

Meanwhile, the business activity index 
of catering, real estate, ecological 
protection and environmental 
governance dropped below the 
threshold of 50% in December. 

The business activity index of several 
industries surged to more than 60% in 
December, including air transportation, 
postal services, capital market services, 
monetary and financial services, as well 
as telecommunications, radio and 
television satellite transmission services.  

Furthermore, out of the six major sub-
indexes of non-manufacturing PMI, only 
the employed person index was at 
48.7%, thus below 50%, in December 
and throughout the year. Perhaps this is 
because there was a 5.17 million 
reduction in the amount of migrant 
workers from rural areas in 2020 
relative to 2019 as mentioned earlier in 
the report. 

On the other hand, the business 
activities expectation index was slightly 
higher at 60.6% in December, the 
highest of the six sub-indexes.

For Q1 2020, the business activity index 
of catering and consumption-related items 
might be comparatively weak due to strict 
COVID-19 control policies, particularly 
those in place for Lunar New Year, the 
peak season for holiday spending. 



Figure 6: Industrial Added Values
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The growth of Industrial Added 
Values for companies over certain 
scales rose by 2.8% in real terms in 
2020. In December, it increased by 
7.3% and the growth of the industrial 
added values in Q4 reached a similar 
level as the same period in 2019 (which 
was higher than in Q3 2020). 

Meanwhile, the total profit for all 
industrial companies over certain 
scales increased by 4.1% to 6.45 trillion 
yuan in 2020, although in Q3 it declined 
by 2.4%. Total revenues of these 
companies only rose by 0.8% and 
reached 106.14 trillion yuan, or nearly 5 
trillion more than China’s GDP (101.60 
trillion yuan) in 2020. 

Despite slower revenue growth and harsh 
economic conditions caused by the 
COVID-19 pandemic, it is a fairly good 
sign that industrial companies achieved a 
4.1% growth rate for total profit.

By the end of 2020, almost all sectors 
had positive industrial added values, 
except for the following: 

• manufacturing of railways, 
shipbuilding, aerospace and other 
transportation equipment (-0.3%);

• processing of food from agricultural 
products (-1.5%);

On the other hand, the industrial added 
values of several industries rose above 
5% in 2020, including:

• manufacturing of ferrous metal 
smelting and pressing (6.7%);

• manufacturing of special-purpose 
machinery (6.3%);

• manufacturing of computers, 
communications and other 
electronic equipment (7.7%);

• manufacturing of electric machinery 
and equipment (8.9%);

• manufacturing of high-tech industry 
(7.1%);

• manufacturing of pharmaceuticals 
(5.9%). 

Furthermore, industrial added values 
for the manufacturing of automobiles 
increased by 6.6% in 2020, while the 
units of production decreased by 1.4% 
during this period.

According to the China Association of 
Automobile Manufacturers (CAAM), in 
2020, car output and sales dropped by 
1.9% and 1.8% to 25.23 million and 25.31 
million respectively. Compared to the 
6.7% and 6.9% drop by the end of Q3, 
these figures show a lot of improvement. 
The rate of decline is also much lower 
than what is was in 2019. 
Nonetheless, output and sales of new 
energy cars reached 1.366 and 1.367 
million and went up by 7.5% and 10.9% 
in 2020 respectively.
Despite the fact that total car output 
and sales dropped during the year, the 
revenues and profits of automobile 
manufacturing companies increased by 
3.4% and 4.0% (thanks to increasing 
sales of commercial vehicles and luxury 
cars.). Both reached 8.16 trillion and 
509 billion yuan respectively. Their 
businesses still grew in spite of the fact 
that car output and sales declined in 
unit terms. 

In December, car output and sales 
increased by 5.7% and 6.4% year-on-
year to 2.84 and 2.83 million 
respectively.
For 2021, if China’s total GDP grows at 
around 8% as the IMF projects, it would 
also boost automobile consumption and 
production, as well as the industrial 
added values of many sectors.  
By ownership, profits for most company 
types increased in 2020. Only SOEs 
experienced a contraction in profits:
• Profits of SOEs dropped by 2.9% to 

1.49 trillion yuan, probably because 
profits from the extraction of 
petroleum and natural gas shrank 
by 83.2%, and profits from the 
processing of oil, coal and other 
fuels also fell by 26.5%. These two 
sectors are dominated by state-
owned enterprises. 

• Profits of foreign-owned enterprises 
(including Hong Kong, Macao and 
Taiwan) increased by 7% to 1.82 
trillion yuan; 

• Profits of joint-stock enterprises 
increased by 3.4% to 4.54 trillion 
yuan;

• Profits of private companies 
increased by 3.1% to 2.23 trillion 
yuan.

For Q1 and the rest of 2021, the total 
profit for all industrial companies over 
certain scales is expected to recover as 
economic conditions improve further. 
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Figure 7: Retail Sales of Consumer Goods
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Total retail sales of consumer goods 
gradually recovered in Q4 2020, 
however it still contracted during the 
year overall. In 2020, the figure reduced 
by 3.9% to 39.2 trillion yuan. In 
December, it rose by 4.6% year-on-year, 
however, the growth rate was only half 
that of the same period in 2019. 

As a result of stricter control policies 
due to the COVID-19 pandemic, total 
retail sales of consumer goods and 
other related consumption will be hit in 
the first two months of Q1 2021. This is 
likely to be further exacerbated due to 
Lunar New Year which is one of the 
most important holidays for shopping 
and tourism. 

Thus, further stimulus policy measures 
(providing more incentives for consumer 
spending or further income tax cuts) are 
expected to be implemented after the 
Lunar New Year holiday and once the 
coronavirus control policies are lifted. 
Weak consumption is expected to be 
the most serious challenge for China’s 
economic development to return to a 
sense of normalcy in 2021. 

In terms of the types of consumption, in 
2020, catering consumption declined by 
16.6% and reached 3.95 trillion yuan 
(23.9% decline in Q3, 32.8% decline in 
Q2, 44.3% decline in Q1). Catering 
consumption suffered the worst hit out 
of all types of retail sales. While in 
December, catering consumption 
increased by 0.4% year-on-year. 

Retail sales of physical goods declined 
by 2.3% to 35.25 trillion yuan in 2020, 
but in December this figure increased 
by 5.2% and reached 3.56 trillion yuan. 

Additionally, regardless of the fact that 
the retail sales of physical goods 
continued to decline, among the 16 
categories of retail items, 8 items 
recorded positive numbers by the end of 
2020:
• grain, cooking oil, foodstuffs (9.9%);
• beverages (14.0%), tobacco and 

liquor (5.4%), cosmetics (9.5%);
• daily necessities, or groceries (7.5%);
• traditional Chinese and western 

medicines (7.8%);
• cultural and office supplies (5.8%);
• communication equipment (12.9%).

On the other hand, in addition to 
catering, the following categories 
recorded retail sales declines of more 
than 5% during the year:
• clothing and footwear (or garments, 

hats, knitwear etc.) (-6.6%);
• furniture (-7.0%);
• petroleum and related products 

(-14.5%, due to decreasing oil 
prices). 

More importantly, the sales of 
automobiles and related products 
reduced by 1.8% to 3.94 trillion yuan in 
2020, which is by far the largest 
category of all retail sales of physical 
goods, except catering. In December, 
sales of automobiles and related 
products increased by 6.4% year-on-
year to 487 billion yuan. 

National online retail sales continued to 
surge in 2020. This figure grew by 
10.9% and reached 11.76 trillion yuan. 
Out of which online retail sales of 
physical goods rose by 14.8% and 
reached 9.76 trillion yuan accounting for 
24.9% of total goods retail sales (or 
27.7% when automobile sales are 
excluded). 

On the other hand, traditional retail 
sales channels are fading in popularity. 
Sales from department stores, specialty 
shops and other stores reduced by 
9.8%, 5.4% and 1.4% respectively. 
Sales from supermarkets only increased 
by 3.1% in 2020. 

Per capita disposable nominal 
income rose to 32,189 yuan and 
increased by 4.7% (2.1% in real terms) 
in 2020 which comes as a surprise 
given it has been a difficult year. For 
urban residents, real income declined 
by 0.3% by the end of Q3, but it 
increased by 1.2% for the year and 
reached 43,834 yuan. Despite the fact 
that there was a reduction of more than 
5 million rural migrant workers, the real 
incomes of rural residents rose by 3.8% 
to 17,131 yuan in 2020. Perhaps this is 
because the majority of employed rural 
migrant workers received income 
increases and the shortage of workers 
in some cities pushed wages up further.     

During the year, per capita consumption 
expenditure declined by 1.6% to 21,210 
yuan. It reduced even further in real 
terms, dropping by 4.0%. 

Even though, real incomes still rose in 
2020, consumers were not willing to 
spend. The uncertainties caused by the 
COVID-19 pandemic have had a big 
impact on Chinese consumers. This 
trend may not reverse in the first two 
months of Q1 due to strict coronavirus 
control policies, however it may rebound 
during the latter part of 2021 as the 
economy continues to recover.



Figure 8: Quarterly Balance of Trade 
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Despite the COVID-19 pandemic, 
China’s total imports and exports 
increased by 1.9% in 2020. More 
specifically, imports and exports 
reached 32.16 trillion yuan which is 
around 30% of China’s total GDP 
in 2020. 

Exports went up by 4% to 17.93 trillion 
yuan, and imports decreased by 0.7% to 
14.23 trillion yuan in 2020. Net exports 
were 3.7 trillion yuan and surged by 
27.4% during the year. These figures 
made China the only major economy that 
saw growth in the international trade of 
goods. In Q4, exports and imports 
increased by 10.89% and 0.34% year-on-
year.

As the world’s largest trading country for 
goods according to the WTO, China’s 
international trade, imports and exports 
accounted for 12.8%, 14.2% and 11.5% 
of global market share respectively 
(based on data of the first ten months of 
2020). These three figures reached new 
records, thanks to 531,000 enterprises 
operating in China (including private, 
foreign and state-owned enterprises) 
which generated the trading. 

Furthermore, cross-border e-commerce 
has emerged recently as a new type of 
international trade. It has generated 
1.69 trillion yuan of exports and imports 
in 2020 and increased by 31.1%. 
Imports related to cross-border e-
commerce reached 0.57 trillion yuan 
and exports reached 1.12 trillion yuan.

For 2021, the adoption of the Regional 
Comprehensive Economic Partnership
(RCEP) and the gradual recovery of the 
global economy is expected to drive 
China’s exports and imports to grow 
further. In 2020, trade with RCEP 
member states reached 10.2 trillion 
yuan accounting for 31.7% of China’s 
total trade and it rose by 3.5%.

As a free trade agreement that covers 
15 member countries in Asia-Pacific 
that comprise 30% of global population 
and GDP as of 2020, signing the RCEP 
will strengthen the trade relationship 
between China and some of its major 
trading partners, such as ASEAN, 
Japan, South Korea, etc. 

By geography, according to the 
General Customs Administration, 
ASEAN, EU, US, Japan, and South 
Korea ranked as the top five trading 
partners for China in 2020. Trade 
values with these five partners reached 
4.74, 4.5, 4.06, 2.2 and 1.97 trillion yuan 
respectively. 

Imports and exports with ASEAN, EU, 
and the US grew by 7%, 5.3% and 8.8% 
during the year. Executing the phase 
one trade agreement with the US might 
be the main reason that China-US trade 
increased somewhat amidst the 
pandemic. 

The US is still by far China’s largest 
single trading country despite existing 
trade tensions. In 2020, trade with the 
US accounted for 12.6% of China’s total 
imports and exports. Exports to the US 
reached 3.13 trillion yuan and increased 
by 8.4%. Imports from the US reached 
932 billion yuan and rose by 10.1%.

Imports of agricultural products from the 
US increased by 66.9% to 163 billion 
yuan. For instance, imports of soybean, 
pork, cotton and crude oil rose by 
56.3%, 223.8%, 121.7% and 88% in 
2020. This trend might continue in 2021.

Additionally, trade with Japan and South 
Korea only rose by 1.2% and 0.7% 
respectively. Trade with countries under 
the Belt and Road Initiative (BRI) 
slightly increased by 1% to 9.37 
trillion yuan. 

By ownership of trading enterprises, 
in 2020, trade generated by private 
enterprises rose by 11.1% and 
accounted for 46.6% of China’s total 
trade. Trade from private enterprises 
reached 14.98 trillion yuan.

Meanwhile, the trade from foreign-
owned enterprises and state-owned 
enterprises reached 12.44 trillion yuan 
and 4.61 trillion yuan, accounting for 
38.7% and 14.3% of total trade, 
respectively. 

Lastly, as the world’s largest factory,
during the COVID-19 pandemic, China 
has made significant contribution by 
exporting anti-epidemic supplies on an 
ongoing basis. China exported 439 
billion yuan of anti-epidemic supplies to 
over 200 countries and regions in 2020. 
For instance, the exports of masks, 
medical equipment, medicine went up 
by 31%.

On the other hand, products supporting 
the “stay-at-home economy” including 
laptops, tablet computers and household 
appliances increased by 22.1%.

China executed strict control policies in 
the beginning of 2021 when there were 
fewer than 100 asymptomatic cases of 
COVID-19. As a result, the country can 
maintain stable operations specifically in 
terms of manufacturing and exporting 
goods. 



Figure 9: Producer Price Index and Consumer Price Index 
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The Producer Price Index (PPI) for 
manufactured goods decreased by 
1.8% in 2020 (2.0% drop in Q3, 1.9% 
drop in Q2, 0.6% drop in Q1). In 
December, it declined by only 0.4% 
year-on-year, which was the second 
lowest decline in 2020 since January. 
This indicates that economic recovery 
has pushed up the PPI. 

In October and November, the PPI for 
manufactured goods declined by 2.1% 
and 1.5% year-on-year respectively. 
PPI improved gradually in the last 
quarter of 2020. 

Meanwhile, the purchasing price index 
for manufactured goods also decreased 
by 1.8% in 2020.

Among all the PPIs for manufactured 
goods in 2020, the price for means of 
production decreased by 2.7% (2.8% 
drop in September, 4.2% drop in June, 
2.4% drop in March). Out of which 
the price of mining and quarrying 
products declined by 5.2% and the 
price of raw materials dropped by 5.6% 
during the year.

On the other hand, in 2020, PPI for 
consumer goods increased by 0.5%. 
Out of which, food prices increased by 
2.9%, and the prices of all other 
consumer goods declined by between 
0.3% and 1.8%.

For Q1 2021, as production is expected 
to get better and the economy continues 
to expand, the PPI could remain at a 
similar level in the first two months due 
to COVID-19 control policies, and might 
rise in March.

For the purchaser price index, during 
the year, agricultural and sideline 
products increased by 5.4%, prices of 
building materials and non-metallic 
products rose by 0.5%. All other prices 
of products included in the purchaser 
price index declined.

More specifically, in 2020, the prices of 
fuel and power dropped by 8.4%, 
chemical raw materials dropped by 
7.3%, textile raw materials dropped by 
3.2%, and non-ferrous metal materials 
and wires dropped by 0.2%. 

The price of petroleum and natural gas 
extraction declined by 27.4% in 2020 
(26.8% by end of Q3, 27% drop in the 
first half year) which was the largest 
decline among all prices. The price of 
processing of petroleum, coking, and 
nucleus fuel was the second lowest and 
decreased by 14.3%.

The price of mining and washing of coal 
declined by 5.4% and the price of 
manufacturing of chemical fibres went 
down by 13.5% in 2020. 

On the other hand, the price of mining 
of ferrous metal ores, non-ferrous metal 
ores and non-metal ores increased by 
7.0%, 4.8% and 1.5% respectively in 
2020.

As a result of China’s gradual economic 
recovery, more than half of producer 
price indices of major industries 
increased slightly with positive figures in 
December. This trend is expected to 
continue in 2021 and more prices of 
industrial products are expected to 
become positive.  

The Consumer Price Index (CPI)
continued to rise in December, but only 
rose by 0.2% year-on-year. Out of 
which, food prices increased by 1.2%, 
and non-food prices did not change. 
Prices of consumer goods and services 
went up by 0.2% and 0.3% year-on-year.

In 2020, the CPI surged to more than 
5% when the COVID-19 outbreak took 
place in January and February. Then it 
gradually returned to less than 3% in 
the middle of the year, and further 
declined to less than 1% during Q4. 

In addition to COVID-19, African swine 
fever outbreak and cyclical factors 
caused the 50% surge in pork prices in 
2020. The hike in pork prices triggered 
food price increases of 10.6%. 

On the other hand, prices of non-food 
consumer goods and services only 
increased by 0.4% and 0.6% in 2020. 
These prices dragged down the overall 
CPI level. 

As a result, in 2020, CPI increased by 
2.5% which is 1% less than the official 
target of around 3.5% for the year. 

For Q1 2021, prices usually go up 
during Lunar New Year, but it will 
probably not be by very much this time. 
There are two reasons. First, overall 
CPI in Q4 2020 stayed at a very low 
level of less than 1%. Second, prices in 
Q1 2020 were fairly high (around 5%) 
and so the benchmark for comparison is 
very high for Q1 2021.   
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Figure 10: Aggregate financing to the real economy (flows) (Q1 2016 — Q4 2020)

Source: Wind
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Total aggregate financing to the real 
economy increased by 34.86 trillion 
yuan in 2020.   

According to the People’s Bank of 
China (PBoC), total aggregate 
financing to the real economy (AFRE) 
increased by 34.86 trillion yuan in 
2020, which was 9.19 trillion yuan more 
than in 2019. 

As a result, total outstanding AFRE 
reached 284.83 trillion yuan by the end 
of December, and increased by 13.3% 
year-on-year, which was 2.6% more 
than in 2019. 

Total RMB loans to the real economy 
increased by 20.03 trillion in 2020 or 
3.15 trillion yuan more than in 2019. 
While total outstanding RMB loans to 
the real economy reached 171.6 trillion 
yuan and recorded 13.2% year-on-year 
growth in 2020. Total outstanding RMB 
loans accounted for 60.2% of AFRE by 
the end of last year. Furthermore, by 
the end of 2020:

• Total outstanding foreign currency 
loans reached 2.1 trillion yuan 
(0.7% of ARFE) and declined by 
0.6%;

• Total outstanding trust loans reached 
6.34 trillion yuan (2.2% of ARFE) and 
declined by 14.8%;

• Total outstanding entrusted loans 
reached 11.06 trillion yuan (3.9% of 
ARFE) and declined by 3.4%;

• Total outstanding undiscounted 
bankers’ acceptances reached 3.51 
trillion yuan (1.2% of ARFE) and 
increased by 5.3%;

• Total outstanding corporate bonds 
reached 27.62 trillion yuan (9.7% of 
ARFE) and increased by 17.2%;

• Total outstanding government bonds 
reached 46.06 trillion yuan (16.2% of 
ARFE) and increased by 22.1%;

• Total outstanding domestic equity of 
non-financial firms reached 8.25 trillion 
yuan (2.9% of ARFE) and increased 
by 12.1%.

In order to support the real economy, by 
the end of 2020 the weighted average 
interest rate of corporate loans reached 
4.61%, which was the lowest rate since 
2015 and 0.51% less than in 2019. 

Additionally, as requested by the central 
government, banks enabled corporates to 
save 1.5 trillion yuan by deferring principal 
and interest loan repayments, as well as 
reducing bank charges and fees. 

In 2020, banks postponed corporates’ 
principal and interest loan repayments 
worth 7.3 trillion yuan. Outstanding 
inclusive loans to small and micro 
companies reached 15.1 trillion yuan, 
and increased by 30%. In December, 
the interest rate for inclusive loans to 
small and micro companies was 5.08%, 
or 0.8% less than the same period in 
2019.

As at the end of 2020, the RMB 
appreciated by 6.9% year-on-year 
against the US dollar and the exchange 
rate also rose by 4% against a basket 
of currencies during this period.

For 2021, or at least in the first half of 
the year, while the impact of the 
pandemic both domestically and on the 
international economy is expected to 
persist current monetary policy is likely 
to be upheld as deemed appropriate by 
the PBoC for the purposes of 
containing the pandemic. 
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Fiscal revenue declined by 3.9% while 
fiscal spending increased by 2.8%.

In 2020, the national public budget 
revenue reduced by 3.9% to 18.29 trillion 
yuan and national public budget 
expenditure increased by 2.8% to 24.56 
trillion yuan.

By the end of 2020, local government 
debt reached 25.66 trillion yuan and 
central government debt reached 20.89 
trillion yuan. Total public debt (46.55 
trillion yuan) accounted for 45.8% of 
China’s total GDP (101.6 trillion yuan) in 
2020. Therefore the public debt-to-GDP 
ratio was much lower than the prudential 
limit of 60%.

In 2020, fiscal revenue reduced by 
14.3% and 7.4% in Q1 and Q2 
respectively. In Q3 and Q4, as GDP 
growth recovered, fiscal revenue 
increased by 4.7% and 5.5% 
respectively. 

During 2020, public budget revenue of 
the central government reduced by 7.3% 
to 8.28 trillion yuan while local 
government revenue only declined by 
0.9% to 10.01 trillion yuan. Tax revenue 
declined by 2.3% to 15.43 trillion yuan and 
non-tax revenue contracted by 11.7% to 
2.86 trillion yuan. 

Among the major categories of tax 
revenue in 2020, only personal income tax, 
stamp duty, as well as land and real 
estate-related taxes increased by 11.4%, 
25.4% and 13.7% respectively. More 
specifically, personal income tax revenue 
reached 1.16 trillion yuan. Stamp duty 
revenue reached 309 billion yuan. Land 
and real estate-related tax revenue 
reached 706 billion yuan.

Moreover, the largest contributor to fiscal 
revenue, value-added tax, fell by 8.9% in 
2020. It reached 5.68 trillion yuan and 
accounted for 36.8% of total tax 
revenue. 

Since general public budget revenue 
grew in the second half of 2020 and 
GDP growth has recovered, China’s total 
fiscal revenue may also increase in 
2021. 

On the other hand, out of the total 
national public budget expenditure of 
24.56 trillion yuan, the central 
government’s share was 3.51 trillion 
yuan or 14% in 2020 (this figure 
increased by 2.8% from 2019). The 
remaining proceeds went to local 
governments whose expenditure saw 
3.3% growth from 2019. Other major 
items comprising fiscal expenditure in 
2020 included:

• 3.26 trillion yuan on social security 
and employment (10.9% increase to 
stabilise the labour market);

• 3.63 trillion yuan on education (4.4% 
increase); 

• 2.39 trillion yuan on agriculture, 
forestry and water conservancy 
(4.4% increase); 

• 1.99 billion yuan on urban and rural 
communities (administration, public 
facilities, planning, environmental 
sanitation, etc.) (20% decrease);

• 1.92 billion yuan on healthcare and 
sanitation (15.2% increase in order to 
combat the coronavirus pandemic);

• 1.22 billion yuan on transportation 
(3.2% increase);

Expenses for interest payments of debt 
increased by 16.4% to 983 billion yuan. 
Spending on science and technology 
declined by 4.9% to 901 billion yuan, 
and spending on energy conservation 
and environmental protection dropped 
by 14.1% to 632 billion yuan.

In addition to general public budget 
revenue, government funds reached 
9.35 trillion yuan and rose by 10.6% in 
2020. Of which, local government funds 
reached 8.99 trillion yuan and grew by 
11.7%, while central government funds 
declined by 11.8% to 356 billion yuan. 
Regarding local governments funds, 
8.41 trillion yuan was obtained from the 
transfer of state-owned land use rights, 
which accounted for nearly 93.6% of the 
total. 

Overall, 11.80 trillion yuan in 
government funds was spent in 2020, or 
an increase of 28.8% compared to 2019. 
Of which 11.53 trillion yuan in funds was 
spent by local governments which 
accounted for 97.7% of the total 
government fund expenditure. 

Finally, in order to stabilise economic 
growth, the country’s fiscal policies have 
been very supportive. For instance, the 
reduction in taxes and fees for 
enterprises reached 2.5 trillion yuan in 
2020. Since the impact of COVID-19 on 
China’s economy is expected to persist 
in Q1 2021, many fiscal policy measures 
are expected to last until at the least the 
first half of the year.  

Figure 11: General public budget expenditure (Q1 2016 — Q4 2020)
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Would COVID-19 affect China’s consumption 
in the first half year?

13

Figure 12: 2019 and 2020 YoY growth of retail sales of consumer goods  (Unit: %) 

Source: National Bureau of Statistics of China

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.

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

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. 

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

• 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.
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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)

Food, tobacco and liquor
6,397 (30%)

Miscellaneous goods and services
462 (2.2%)

Clothing
1,238 (5.8%)

Housing
5,215 (24.6%)

Household facilities, articles and services
1,260 (5.9%)

Transportation and telecommunications
2,762 (13%)

Education, culture and recreation
2,032 (9.6%)

Healthcare and medical services
1,843 (8.7%)
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Figure 14: 2019 and 2020 YoY growth of per capita expenditure by consumption category (Unit: %)

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 months. 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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67.65%

Budget cut more than 30%

Budget cut more than 20%

Budget cut more than 10%

No impact at all

Figure 15: The impact of the COVID-19 
pandemic on households’ car 
purchase budgets in the next six 
months

Source: National Bureau of Statistics of China
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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.
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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 

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.

10.7%

17.3%

12.0%60.0%

Budget cut more than 30%
Budget cut more than 20%
Budget cut more than 10%
No impact at all

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

8.8%

11.2%

14.4%
65.6%

Budget cut more than 30%
Budget cut more than 20%
Budget cut more than 10%
No impact at all

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 



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%.

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.
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7.2%
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9.6%

79.2%

Budget cut more than 30%

Budget cut more than 20%

Budget cut more than 10%

No impact at all

Figure 18: The impact of the 
COVID-19 pandemic on households’ 
transportation, healthcare and 
housing budgets in the next six 
months
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44.0%

Budget cut more than 30%

Budget cut more than 20%

Budget cut more than 10%

No impact at all

Figure 19: The impact of the 
COVID-19 pandemic on overall 
household consumption in the next 
six months



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.) Low-
income 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. 

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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