2022 4 H1[E FERF R
7551 TUEHA O E) R &5 2 DU -3
LI R

PWC REIBARTEI—1—ALF—
2022 £ 6 A

BmE

2022 5 1 MFEA(1 A~3 A) . 4122022 £ 3 ALURIZEWTHETIX COVID-19 (A0 #%) #MZ AL =6
DIERNEFITEHSN, FERFTFERL K RICER TSI LEBYELZ, §EIK 2022 £5% 1 M3 HA(L B~3
B ITOVWTERBKE BN LRLEZFEREFEBEZOKAZSHBN T HEEEIC, TERFB/IEILIC 2022 F£5 2
FHLIEOREFRICONWTEERICTHBAEIE T EEET,

THE.RK=Za1—ZALF—(F PWC FEDOEMRIMERLI-LAR—FERRRUVENZLIZEDTYT . 2XETE V1K
BEIZIE, KRZa—RLA2—%#F(12H ST China Economic Quarterly Q1 2022 -Major economic indicators- 1% £ &<
Z&0y,

qﬂg

|
(1) ERAEE (GDP) 2DV T

hE® 2022 £5F 1 WFEH (1 BA~3 A) D GDP (XRIEREILL T 4.8%18L4Y ., #8481 27.2 KARTITELELT-,
2021 5% 4 M3 HI (10 A~12 A) D GDP i E£% 0.8% LB A#ERLELYELT-,

LAL. fEIF 2022 £ 3 A AashLEEHHICTREL: COVID-19(FA2/OVK) ZMZ AT =HDBEEITHH
L. FEREFERZGKRICERLTWNSEEZONET , FEHKFFER (CASS) D =77+ ARTHS Ming
Zhang KIZ&bE. BEDBIRBEIHCGEE. 2022 F£5 2 MY HAD GDP FEEIL 2.0~3.0%F THELAD ATEE
HENHEEFRESNTNET, FT-. REDY—XTIL GDP DIAFAFEA T HFIND TR LESINTVET,

BARMICE, EBGEORBHICETHAvIF I FEORERRICKEGITEEZ 525 ENFHEINET,
tBEFHEORE. . E5. PREFESFEENODPOLMNEGHTTHY . LEOOVIFT VU IEHEHRMEYTSA
Fr—RRICRLNGITEEEZSCENFHEINTUWET , Tz, VIS FRIEICEELI-OL 7 ADFIECERE|E
WOOHER. EFEEEREE (LUT.IMP) (FERBFORREFAZE 4.4%H5 3.6%IZ5IEFTIFELIz, ZAITHELY.
IMF [ZHhEIZEIT2 2022 £ GDP ERFHZE 4.8%M5 4.4%IZ5IEFIFEToTVWET, ChEZITT,. b E
B XM BERUVEBBEROBEANOR[BEITHET 502, FUBBHEENBREITOH T ARkELHDIEE
ZAFET,

PwC



PwC hEBATEIS -—1—XL 45— m

(2)BEEEREMREEICONT

2022 F£% 1 M HOEEE EREHRET 10.49 KARITTHIELLT 4.9%ELELBYE LIz, EARTERERITIE. RFE
BAREELEM 59.6 (EITITEL. BANLIERALGHEEREZREECEERERED 56.9% 2 5OF L. F-EFEXR
BEORREE 11.7%EBYEL Iz, Tz NEERIZKDRELED 55%ELELY, PEKRKEERICKIDRELEN
9.3%1E, FEHE -YHF -BEZERICEDERELEIL 0.0%EELLYFELS:,

2022 &5 2 MEHTIX, HELRH T COVID-19 ~DEBEENBILSh-CLIZEANL, B EERERIELE
BLEZTHELEDEEZFT, LHL. FEINNTIVIRFLEEBREXRBOMIZEIEL. KYBWVEEZITHEHT LN
HEAK, BEEEREITHYPICRAMET SREEDLTRICHIEEZTLET,

) TBEREICONT

2022 FF 1 MEHOAHERERBEORREIFIFELLEEBLT 0.7%ETHEL. FTHEHREREEIL 2.78 kAR
FTLERYFEL, ChE. B EERERIEDSE. 265%FEHDDENDTY, 2021 FOHEFREEREDEREIL
4.4%THY . TIHLRBRERITTNET 2021 F5F 1 MFHRIIHREDN 25.6% o2 LZRIETHERREIC
HOoTCWAEERAFT . . TERAEYMOLHEREREIL 2022 £5 1 MFHAIC 0.7%EML. 2.8 KARTLEL
UExELT=,

SE PEOAHEIMIIELIVKRICER T SRIREEAHYFET , BILTLVS COVID-19 [ZRAELIMEE DR
YEZT . AHERE~NDEZENBESLGNIE, PERFIIBELTLKBDEEZEFT,

= BEICEBWTHREAFIITAEELFIBRIBED—EHE., A ABRFANEHEREZZTIEENRZIIBHTNET,
2022 FE([ZBWTAHETENV IS U TAUI TEDAZ LT FERFOBRLIVMARICH T 2EHEZXZADLTHEMLT
<MAAEEELHYET,

2022 F% 2 MAHLB TR, PREFN DA BTN DIERBRAED (X, FEBEIMFTETFOREDNEEZRE
AhbLnFERBALHL, FEDFBETSE 20 FICH=22RLGRBEET, BAMKEICAYDDIHIHEEZAFT .
CHOREHETHE. AHERBICRIAREIBELLBLTELHEONCEMTIIODOEVAREREIEDLZNE
EAFET,

(4)EBIZDUT

2022 FRXEND=ZEXNNEZDRMEITHLHER N, BREMICEHEIOFT VML ARKOZERVETED
THEERICKY. NEFEEICEREEETLSEELNET,

hEOE Z#HEET 2022 F£5 1 MEHITHIELT 10.7%1E &40, 9.42 KARTISELELE=, ERMIICIE, 2022
FE 1 MFHHOEMBEEL 13.4%18E7%Y.5.23 KARTTLIz, — AT, BWIAZEIL 7.5%ET 4.19 KARTTEH
FLELz CNIK 2022 5 1 MEHOFERFRIZOP TRISIMEURERT IEITHRYELEZA., 2021 FNE
i 2 4 EA (2021 58 3 U HAR K UE 4 MFHR) LB T 5L RERDBVDIIFELTVWSEEHI3E/FEE A,

i 5l Tld. ASEAN, EU., kX E. BE. BAEDE SEE (T FNFN 1.38 KART.1.31 kART.1.18 KARTT.
0.57 KARIT. 057 KARTELGYELI-, 2022 FE 1 MEHANDE BLEXFNEF N 8.4% (ASEAN) . 10.2% (EU) .
9.9% (KE).12.3% (EE).1.8% (BX) DEEREZIHFELTLET,

REBITIE, 2022 F£5 1 MO -SEREROMEEENFIELL 9.8%ED 3.5 KARTITEL., MHELAED
58.4%% G FELIz, KEEEM., UF O LEM, BFEDO#MEBIXZTNEN 100.8%. 53.7%. 83.4%1EML . FEEHN

2 PwC



PwC hEBATEIS -—1—XL 45— _“

BBAOHEEETH 09 KARTITEL., 10.9%EMLELI=, TD55. 8. #t. EOHEHEIIZFIhFN 24.0%.
20.4%. 16.9%EmMLELT=,

BIAIZDWTRTHSE, 2022 5 1 MFHAOHM-EXELOWMAZEL 1.72 KARTTHIELT 2.7%EmML .
BIAMREED 408%EHHEL=, - £FEBHK. BFHT AN EBEELZONR. EREHEOHAXZTAZTL
12.4%.14.9%. 15.7%1EmMLELT=,

2022 F5% 2 MEHLBROHREIEBL-EE. FEOEKRE Z(E COVID-19 ZERLET HBLVNVEBFEICSLS
NEIENFEINFET  HABFORKREHHIEL TS FENLLLRMESIVKETHIEZMREE. SEIS
[THRRL T EEREE TR D RTREME D D HEBZFT

(5) HRHBER/NFTHEITONT

hE® 2022 F£%F 1 ML HOHEEB/NERZEIXIIEL T 3.3%1EML. 10.87 KARTITELELE, MEEREK
W=HEMINER EEOEERREL 1.3%EGYELT-,

1=12.COVID-19 ZER L L-BEBRE B (HEETISICE RELEELE X D LERYFELI=, 2022 &£ 3 AIZIEHA
#THT COVID-19 NFRITLI== . ELVIONBIZTEMNTEANBIOL. CNAHBAKRESHEEE 5252 8125Y
FLf=. TDHER. 2022 £ 3 ANHEEM/ MR LSIIFNER AL T3.5%FELYELT=.

2022 &5 1 MFHDOEEM/NGTEIELERICRSE. BEmD/NFEIRFEEE(X 9.8 IKARTTHIELL T 3.6%1EEL4YE
Lizo = 5—3) 7 BR5E4EIL 1 KARTTRIEL T 0.5%EELYELT-,

2022 % 1 MFEHDO/PNFHBIZTOVWTRTHSE. 16 BEDS5.3 MENITAFRAERZTERLTLEL A,
2022 F 3 ABEATCRHYATARERDOREN 8 MBITHERLFELI-, 2022 F£ 3 AR AITVAFTAKEZEN 5.0%L L
Eigof=ATa)—IE. REREHM(-17.9%) . 7—21 5 (-16.4%) . K¥HG. #Ht. 18 F. MHERMR (-12.7%) L5
(-6.3%) . RE(-8.8%) 1L ETT,

2022 F 5 2 MFEHTIE, ZLOEHTEIEHE COVID-19 DEIIEBEIABMLIGRINAIENTEINEG-O . LU
CDINFERBETIMFTARRERZTHAREMENTNEEZET,

BIE

SEIE 2022 FOFEFEZFEHOFE 1 MEHBMRUE 2 MFHALUBOREZIZOVNT, EOHDRANSHE
RICTHRASETLVZEE Lz, FE® 2022 £5 1 MFHTHT5H GDP [LFIEREALL T 4.8% 8L 17 5RICHE %
LELEA., LEORYIF I ERILELE-&h AT E T, COVID-19 ZHZALT-HDEREEM 2022 £ 3 A
LI, ESNTVET, ChEZF T ST ERFIERD 2022 £5 2 MEHLIEOIK R, FEESLLERL THEXH
[CBELUVMERIZAZEAFTEINTINET , PWC (F 2022 £5 2 WEHLIEL, SIEMERFOTETEZFEH
DERAEHEALET .

3 PwC



;i [AY=¥ ehca
ARBICETSICEMF I TRHREYSEETTERVEHLEESLY,

%% BA (/8S—k+—) naoto.furiya@cn.pwc.com

=24 1531 (T4L42%4—) masanori.takatani@cn.pwc.com

WA B (vr—U+—) satoshi.s.yamamoto@cn.pwc.com

AZ1—RALA—ICEFNDIABTF—RALGLOTHY . BRI EGICETIEMRELTOERERR T HLDTIE
HYFLEADTIEETELY,

BREHIZONTIE, PWC OFEMRICHEHRL. ERXRGEREFE VR T, BEHOMLEREEZSNSLIICHREL
BLEITFFEYT,

PWC (&, LEEREEHICELT. BEHH B QXM O TITHIITBDRERISOVTO., —YI0EZEZEVFEA,

WWww.pwcen.com

© 2022 PWC. BHKERNFTE, BHKEREBEELKEMNER/BEEKENEFEBMIHKANE, #HEHEA www.pwe.com/structure,



mailto:naoto.furiya@cn.pwc.com
mailto:masanori.takatani@cn.pwc.com
mailto:satoshi.s.yamamoto@cn.pwc.com

China Economic Quarterly
Q1 2022
-Major economic indicators

PwC China Japan Business Development Newsletter
June 2022

(1) China’s economic growth

China’s economic growth increased by 4.8% year-on-year (YoY) in Q1, 0.8% higher than Q4 last year. This was
better than expected since the benchmark of Q1 2021 was 18.3% as the economy expanded from the 10.3%
contraction in Q1 2020. On a quarterly basis, GDP increased by 1.3% in Q1. The total GDP reached 27.02
trillion yuan.

However, this upward trend has been seriously disrupted by the COVID-19 control measures with increasing
Omicron cases in nearly all major provinces starting from mid March.

According to the estimation by Ming Zhang, a senior research fellow from Chinese Academy of Social Science,
(CASS), China’s top think tank, GDP growth is expected to drop to between 2.0% to 3.0% in Q2, if current policy
measures continue. The market worries that a negative figure might happen again for the worst-case scenario.

More specifically, lockdowns in cities, such as Shanghai, have caused significant damage to China’s economic
growth, and interrupted the global supply chain, as Shanghai is an important economic, financial, trade and
shipping centre in China, owing to its status as the world’s largest workshop.

Based on a recent research by Professor Zheng (Michael) Song of the Chinese University of Hong Kong, a one-
month lockdown in Shanghai would reduce local GDP by 60.0% and national GDP by 2.7%. That is
approximately 480 billion yuan of economic loss.

As varying COVID-19 control measures from respective provinces slowed down the national flow of cargo in
April, the Ministry of Transport had to call local governments to ensure smooth transportation networks and
transport of key materials. During the Labour Day holiday, from May 1 to 4, nationwide passenger traffic was
down more than 60.0% from last year.
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If the central government maintains the 5.5% growth target this year, it might be necessary to adjust policies to
balance COVID-19 control and economic development. With the 20th National People’s Congress (NPC) of the
Chinese Communist Party (CCP) taking place this fall, this year serves as a transition between the incumbent
13th NPC and CPPCC (Chinese People’s Political Consultative Conference) and the 14th. Thus, the Two
Sessions in March particularly emphasised the key priority of maintaining reasonable economic growth, and
overall social stability.

Additionally, it is also critical for China to achieve a 5.5% GDP growth in order to generate 11 million jobs,
another official target for the year, because the number of college graduates will exceed 10 million for the first
time in 2022, with 10.76 million graduates, according to the Ministry of Education.

In Q1, a total of 2.85 million urban jobs were created, and national urban surveyed unemployment rate was 5.5%.
On a monthly basis, the surveyed urban unemployment rate has increased. The increases in January and
February were mainly due to seasonal factors, as the unemployment rate often increases when job seekers
change employment around the Lunar New Year.

While the official target for the national urban surveyed unemployment rate in 2022 is less than 5.5%, in March,
COVID-19 control caused major economic indicators to slow down and increased the downward pressures. As a
result, national urban surveyed unemployment rate increased to 5.8%, with the rate in 31 major cities increasing
to 6.0%, from 5.1% in December 2021. Unemployment rate for the age group of 16 to 24 years remained at high
level of 16.0%.

By the end of the first quarter, a total of 177.8 million rural workers had migrated for work, 3.8 million higher than
the same period in 2021.

Lastly, as a result of the war in Ukraine, sanctions on Russia and the tightening monetary policy, the
International Monetary Fund (IMF) lowered the forecast of global economy growth from 4.4% to 3.6%.
Subsequently, the IMF adjusted China’s GDP growth expectation from 4.8% to 4.4% in 2022.

Fortunately, there are policy signs that China will loosen macro control of the real estate sector and its tight
regulations on Internet companies. Fiscal and monetary policy is likely to be more aggressive in response to the
downturn.

In Q1, the output of the primary, secondary and tertiary industries were 1.10, 10.62 and 15.30 trillion yuan
respectively. The corresponding growth rates hit 6.0%, 5.8% and 4.0% YoY.

More specifically in Q1, the primary, secondary and tertiary industries accounted for 4.05%, 39.30%, 56.64% of
the total GDP respectively. Meanwhile, in Q4 2021, these figures were 9.7%, 40.3% and 50.0%.

Final consumption expenditure was restrained by the COVID outbreak, contributing 69.4% to economic growth
and 3.3 percentage points to GDP growth in Q1. Retail sales of consumer goods totalled 10.87 trillion yuan, up
3.3% YoY, lower than the GDP growth rate.

Total capital formation contributed 26.9% to economic growth and 1.3 percentage points to GDP growth in Q1.
As the contribution of investment to GDP shrank by 11.6% in Q4 2021, policy support was enhanced to boost
investment, with the role of investment as a driver expected to increase. Since the beginning of 2022, local
governments have been actively promoting the construction of major projects, increasing investment growth.

Net exports of goods and services contributed 3.7% to economic growth and 0.2 percentage points to GDP
growth in the first quarter. Despite the challenging international environment, the global economy is recovering.
Thus, the demand for China's exports might continually increase, although, probably not as strong as last year.
In Q1, imports and exports of goods reached 9.42 trillion yuan and up 10.7% YoY. The trade surplus surged to
1.04 trillion yuan.
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However, almost all Q2 figures, especially consumption, will be affected by the current strict COVID-19 control
measures to combat the surging Omicron cases.

(2) Total fixed asset investment

Total fixed asset investment reached 10.49 trillion yuan in Q1, increasing by 9.3% YoY. On a month-on-month
basis, fixed asset investment rose by 0.61% in March. When compared to the last two quarters of 2021, the
growth rate is much higher, thanks to policy stimulus.

More specifically, by ownership, private investment reached 5.96 billion yuan, increasing by 8.4% in Q1 and
accounting for 56.9% of total investment. The same figure for 2021, 2020, 2019 and 2018 was 56.4%, 55.7%,
56.4% and 62.0% respectively.

In contrast, state-owned investment rose by 11.7% in Q1, higher than Q4 of 2021. This is because policy
support often goes to state-owned sectors. At the end of 2021, the growth rate slowed down to 2.9%.

Furthermore, fixed asset investment from Hong Kong SAR-, Macao SAR- and Taiwan-owned companies
increased by 9.0% in Q1 (16.4% in 2021). Fixed investment of foreign-owned enterprises increased by 5.5%
(5.0% in 2021). Fixed investment of domestic-owned companies, including state-owned and private enterprises,
as well as collective enterprises and limited liability companies, among others, went up by 9.3% (4.7% in 2021).

By sector, fixed asset investment of the primary, secondary and tertiary industry increased by 6.8%, 16.1%, and
6.4% in Q1 to 252 billion, 3.24 trillion and 6.99 trillion yuan respectively.

By industry, within the secondary industry, the industrial sector went up 16.3%. Investment in mining increased
by 19.0%, while investment in the production and supply of electricity, gas and water increased by 19.3% (1.1%
in 2021).

Fixed asset investment in the manufacturing sector rose by 15.6% in Q1 and its growth rate was 6.3% higher
than total investment. Within this sector, investment in equipment manufacturing, consumer goods
manufacturing and raw materials manufacturing increased by 27.3% 25.3% and 15.0% respectively.

All other manufacturing industries had double-digit growth in fixed asset investment, except the non-ferrous
metal smelting and rolling processing industry, which increased by 9.4%.

In the tertiary industry, with the effective support of special bonds, infrastructure investment, excluding the
production and supply of electricity, gas and water, increased by 8.5% in Q1 (0.4% in 2021). Within which,
investments increased in water conservancy management by 10.0%, public facilities management by 8.1%, and
road transport by 3.6%. Only investment in railway transport contracted, by 2.9%.

As one of the three key areas of fixed asset investment, in addition to manufacturing and infrastructure, real
estate investment slowed to 0.7% in Q1 (4.4% in 2021), due to macro control policies.

Fixed asset investment in automobile manufacturing went up 12.4% in Q1, after a contraction of 3.7% in 2021.

On the other hand, there were several industries that registered an increase of approximately 25.0% in fixed
asset investment in Q1, such as:

* Processing of food from agricultural products, also referred to as agricultural and sideline food
processing (25.4%);

* Manufacturing of special purpose machinery (26.7%), general equipment manufacturing (25.5%);

* Manufacturing of computers, communications and other electronic equipment (27.8%), manufacturing of
electrical machinery and equipment (42.1%);
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+ Healthcare and social work (24.9%).

Lastly, fixed asset investment in high-tech industries increased by 27.0% in Q1 (17.1% in 2021), 17.7
percentage points higher than the total investment in fixed assets. High-tech manufacturing and high-tech
services grew by 32.7% and 14.5% respectively.

Looking at Q2, as the COVID-19 control measures have intensified, it is likely that total fixed asset investment
will also be affected. However, once China figures out a better solution to balance pandemic prevention and
economic development, fixed asset investment will see a rapid rebound in the second half of the year.

(3)Total real estate investment

Total real estate investment growth slowed down to 0.7% YoY in Q1 2022, reaching 2.78 trillion yuan and
accounting for 26.5% (27.1% in 2021) of total fixed asset investment. This continued the rapid deceleration from
4.4% at the end of 2021. In Q1 2021, it increased by 25.6%.

Total real estate investment of residential buildings increased by 0.7% in Q1 (6.4% in 2021) and reached 2.08
trillion yuan.

If the real estate sector faces a hard landing this year, followed by other setbacks from the impact of strict
COVID-19 control measures, China’s economy would worsen.

Fortunately, the central government recently decentralised some of the macro control policies pertaining to the
real estate sector, authorising policies to local governments. A soft landing of property market will cause less
shock to the currently fragile state of China’s economy.

The trend of the major data points in the past 20 years, including growth rate of land purchased, sources of
funds, rate of investment, and sales of value and area, indicates that the property market is facing serious
challenges.

In addition to investment, majority of the other major indicators also contracted, such as sales, sources of funds
for developers, and land purchased. The National housing climate index also dropped below 100 to 96 since
January this year, when it is usually above 100.

More specifically, the total sales value of all properties reached 2.97 trillion yuan, a decrease of 22.7% YoY in
Q1. Among all properties, sales of residential properties reduced by 25.6%.

In March, the prices of newly-built properties in the first-tier cities of Beijing, Shanghai, Guangzhou and
Shenzhen increased by 4.3% YoY. At the same time, prices of resale residential properties increased by 2.8%.

In tier two cities, prices of newly built properties went up 1.6% YoY in March while prices of resale properties
decreased by 0.2%. In tier three cities, prices of newly-built and resale properties fell by 0.6% and 1.9%.

In the first quarter, the sources of funds for real estate development enterprises reached 3.82 trillion yuan, a
contraction of 19.6% YoY. In comparison, it reached 20.11 trillion yuan and increased by 4.2% in 2021.

More specifically, in Q1, 1.24 trillion yuan was generated from self-raised funds, a 4.8% YoY decrease. There
was 1.23 trillion yuan in deposits and prepayment, a decrease of 31.0%. Personal mortgage loans and domestic
bank loans contributed 637 and 553 billion yuan, registering a decrease of 18.8% and 23.5% respectively.
Furthermore, in Q1 2022:

* Total value of land transactions, also known as land transaction price, fell by 16.9%, reaching 67.2 billion
yuan (2021: 2.8% increase to 1.78 trillion yuan).
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* Land acquisition area, also known as growth rate of volume of land purchased, contracted by 41.8%
(2021: 15.5% decrease).

* Floor space of buildings, including residential and commercial buildings, at the start of construction
decreased by 17.5% (2021: 11.4% decrease); Residential space decreased by 20.3%.

Additionally, in the first quarter:
* Floor space of residential buildings completed reduced by 11.5% (2021: 11.2% increase).
« Total floor space of residential buildings sold reduced by 13.8% (2021: 1.9% increase).
*  Floor space under construction increased by 1.0% (2021: 5.2% increase).

For Q2 and the rest of the year, as local governments ease macro control measures, the sector might rebound
slightly. However, after 20 years of rapid development, China’s property market is entering a saturated stage.
Hence, the growth rates will likely be more modest than the past, in line with the GDP.

(4) China’s total imports and exports

China’s total imports and exports increased by 10.7% in Q1 YoY and reached 9.42 trillion yuan. It has the
highest growth rate among the major economic indicators during the first quarter, but the momentum of growth
weakened when compared to the last two quarters of 2021.

More specifically, in Q1, exports increased by 13.4% to 5.23 trillion yuan, while imports increased by 7.5% to
4.19 trillion yuan.

Looking into Q2, and the rest of 2022, it will be challenging to further expand, as China’s international trade
under strict control of COVID-19, the relatively high benchmark from last year and slowing global economic
growth.

Cross-border e-commerce increased by 0.5% YoY and reached 435 billion yuan in Q1. Exports reached 310
billion yuan, up 2.6% YoY, while imports reached 124 billion yuan, down 4.2% YoY.

Rising commodity prices pushed up the value of imports. International energy and food prices have risen since
the beginning of this year, with the Reuters CRB Index of international commodity prices rising by nearly 30.0%
in the first quarter. As such, China's imports of crude oil, natural gas, grain and other commodities in Q1 showed
double-digit YoY growth.

By geography, according to the General Customs Administration, trade values with ASEAN, EU, the US, South
Korea and Japan reached 1.38, 1.31, 1.18, 0.574 and 0.571 trillion yuan respectively. Each of these trade
figures grew by 8.4% (ASEAN), 10.2% (EU), 9.9% (US), 12.3% (Korea) and 1.8% (Japan) in the first quarter.

Trade with the 14 other RCEP member states also went up 6.9% and reached 2.86 trillion yuan, as the
agreement came into effect in 12 RCEP member states. Trade with member states accounted for 30.4% of
China’s total foreign trade. Out of which, exports were 1.38 trillion yuan with an increase of 11.1%. Imports
reached 1.48 trillion yuan with an increase of 2.3% in Q1.

By countries, in the first quarter, China’s trade with South Korea and Japan accounted for 40% of the trade with
RCEP countries. Exports and imports from South Korea, Malaysia and New Zealand grew by double-digits YoY.

In the first quarter, China’s exports of mechanical and electrical products, and labour-intensive products to
RCEP members accounted for 52.1% and 17.8% of total exports, respectively. The exports of integrated circuits,
textiles, and automatic data processing equipment and their parts increased by 25.7%, 14.1% and 7.9%
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respectively. Imports of mechanical and electrical products, metal ore and ore, and agricultural products from
RCEP members accounted for 48.5%, 9.6% and 6.0% of total imports respectively.

Additionally, in Q1, trade with countries under the Belt and Road Initiative (BRI) also increased by 16.7% and
reached 2.93 trillion yuan. Out of which, imports accounted for 1.29 trillion yuan, an increase of 17.4% YoY,
while exports accounted for 1.64 trillion yuan, an increase of 16.2%.

Imports of energy and agricultural products grew rapidly in the first quarter. China imported 483 billion yuan of
crude oil, natural gas and coal from BRI countries, up 52.5% from the same period the year prior, accounting for
37.4% of China's total import value from BRI countries. Agricultural imports reached 79 billion yuan, up 12.2%,
accounting for 6.2% of the total.

Exports of mechanical and electrical products accounted for more than half the exports to BRI countries while
exports of new energy products surged. In Q1, China exported 887 billion yuan of mechanical and electrical
products to BRI countries, up by 14.2% YoY, accounting for 54.2% of the total value. Exports of solar cells and
electric vehicles increased 1.3 times and 9.2 times YoY respectively. The exports of labour-intensive products
reached 297 billion yuan, up by 18.2% YoY.

By ownership of trading enterprises, trade generated by private enterprises in Q1 increased by 14.1% and
reached 4.52 trillion yuan, accounting for 48.0% of China’s total trade. Meanwhile, trade from foreign-owned
enterprises and state-owned enterprises reached 3.38 trillion yuan and 1.5 trillion yuan respectively. The trade
values increased by 5.8% and 14.5% respectively YoY.

By product, in Q1, exports of mechanical and electrical products reached 3.05 trillion yuan, up 9.8% YoY,
accounting for 58.4% of the total export value. Exports of solar cells, lithium batteries and automobiles increased
by 100.8%, 53.7% and 83.4% respectively. Exports of labour-intensive products reached 900 billion yuan, up
10.9%. Among which, exports of luggage, shoes and toys increased by 24.0%, 20.4% and 16.9% respectively.

Imports of mechanical and electrical products reached 1.71 trillion yuan, up 2.7%, accounting for 40.8% of the
total import value. Imports of integrated circuits, automatic data processing equipment and its parts, and electric
vehicles increased by 12.4%, 14.9% and 15.7% respectively. In the same period, China imported 336 billion
yuan of agricultural products, up 4.1%.

(5) Total retail sales of consumer goods

Total retail sales of consumer goods increased by 3.3%, reaching 10.87 trillion yuan in the first quarter. After
deducting price factors, the real growth rate of retail sales of consumer goods was 1.3%.

The retail sales of urban consumer goods reached 9.4 trillion yuan, up 3.2% in Q1, and the same rate for rural
consumer goods increased by 3.5% to 1.4 trillion yuan.

COVID-19 made a big impact on the consumer market. In March, the local outbreaks occurred in provinces,
which reduced the number of people going out to shop or dine, and significantly obstructed market sales. As a
result, retail sales of consumer goods fell by 3.5% YoY in March, with catering revenue down 16.4%.

Looking at the types of consumption in the first quarter, retail sales of goods reached 9.80 trillion yuan, up 3.6%
YoY, while catering revenue reached 1.07 trillion yuan, up 0.5%. The retail sales of automobiles (car and
components) reached 1.07 trillion yuan, a YoY increase of 0.3%.

In March, retail sales of goods were 3.13 trillion yuan, down 2.1% YoY and sales of automobiles reached 0.37
trillion yuan, a contraction of 7.5%.
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Out of the 16 categories of retail items, in Q1, three items recorded a negative growth rate. In March, the
contraction expanded to eight categories. Categories with a negative growth rate of more than 5.0% in March
include:

* Gold, silver and jewelry (-17.9%);

« Catering (-16.4%);

* Clothing, shoes and hats, textile (-12.7%);
* Cosmetics (-6.3%);

*  Furniture (-8.8%);

* Automobiles (-7.5%).

Looking into the second quatrter, it is very likely that more categories will face negative growth with the COVID-
19 control measures continue to be implemented in many provinces.

Besides, national online retail sales went up 6.6%, reaching 3.02 trillion yuan in Q1. Online retail sales of
physical goods rose by 8.8%, reaching 2.53 trillion yuan, accounting for 23.2% of total retail sales of goods.

Among online retail sales of physical goods, food, clothing and daily necessities increased by 13.5%, 0.9% and
10.6% respectively in Q1. Gold, silver and jewellery, household appliances and audio-video equipment, and
cultural and office supplies grew by 7.6%, 5.9% and 10.6% respectively.

In March, national online retail sales was also affected by the outbreak, but there is no monthly data from the
National Bureau of Statistics.

Furthermore, sales of supermarkets, convenience stores, specialty shops and exclusive shops grew by 3.2%,
10.1%, 6.6%, and 1.0% YoY respectively, while sales of department stores decreased by 3.3%

Per capita disposable nominal income rose to 10,345 yuan in Q1 and increased by 8.3% YoY. After deducting
price factors, the real growth rate was 5.1% YoY.

(For the following data, nominal growth rates are represented on a YoY basis unless specified otherwise.)

For urban residents, the average income rose by 5.4% to reach 13,832 yuan. In the meantime, the average
income of rural residents grew 7.0% to 5,778 yuan. The national median per capita disposable income was
8,504 yuan, up 6.1%. The median figure was 82.2% of the average per capita disposable income (10,345 yuan).

On the other hand, in Q1, per capita consumption expenditure reached 6,393 yuan, up 6.9%. Per capita
consumption expenditure of urban residents was 7,924 yuan, up 5.7%, while for rural residents, it reached 4,388
yuan, up 8.6%.

More specifically, per capita consumption expenditure on food, tobacco and alcohol reached 2,084 yuan, an
increase of 4.9%, accounting for 32.6% of per capita consumption expenditure. The same figure for housing was
1,435 yuan, up 6.7%, accounting for 22.5% of the total. Transportation and communication was 791 yuan, up
12.7%, accounting for 12.4%. Education, culture and entertainment was 583 yuan, up 6.9% and accounting for
9.1%. Medical care was 528 yuan, up 9.1%, accounting for 8.3%.

Low income residents were likely most affected by the economic slowdown caused by the COVID-19 control
measures. Providing free food and cash allowances to vulnerable groups might help improve the situation,
especially when their city is under a lockdown.
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Let’s talk
For a deeper discussion of how this impacts your business, please contact author.

Bin Zhao bin.gh.zhao@cn.pwc.com

The content contained in the newsletter is of a general and does not constitute an expert opinion on any
individual case.

PwC is not responsible for decisions made independently with the above article.
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