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China’s economy expanded by 6.5%
1
 in 4Q20 on the back of strong 

growth in export and industrial production. The figure was higher than 
4.9% in 3Q20 and better than the market expectation of 6.2%  
(Exhibit 1). On a quarterly basis, China’s economy grew 2.6% in 
4Q20, slightly down from 3.0% in 3Q20. For the full year, GDP rose 
2.3%. China is expected to be the only major economy in the world to 
achieve a positive growth. Notably, China's GDP exceeded RMB 
100tr in 2020. According to the exchange rate, the total GDP reached 
US$ 14.7tr, accounting for 17% of the world economy and is the 
second highest in the world. Per capita GDP also exceeded 
US$ 10,000 for 2019 and 2020. 

The macro data in Dec showed a strong momentum, especially for 
the industrial output. Benefiting from strong exports and profit growth 
of industrial enterprises, the growth of industrial added value in Dec 
rose to 7.3% from 7.0% in Nov. Power generation growth in Dec also 
rose to 9.1% from 6.8% in Nov. The added value of the automobile 
industry increased rapidly by 9.7% in Dec although it was 1.4ppt 
lower than that in Nov. By product, new-energy vehicles, metal 
cutting machine tools, industrial robots, microcomputer equipment, 

                                                           

 
1 All growth rates are year-on-year except specified otherwise 

• China’s economy expanded by 6.5% in 4Q20 on the back of 
strong growth of export and industrial production. The growth 
is  higher than 4.9% in 3Q20 and  better than the market 
expectation of 6.2% 

• For 2020, China’s GDP rose 2.3%. It is expected that China 
would be the only major economy in the world achieving a 
positive growth for the year. Notably, China's GDP exceeded 
RMB 100tr in 2020, the second highest globally, accounting for 
17% of the world’s economy. China's per capita GDP also 
exceeded US$ 10,000 in 2019 and 2020 

• We expect China’s economic growth to rebound significantly in 
2021 due to improving domestic demand and potential 
de-escalation of the Sino-US conflict; the low base in 2020 will 
also elevate the figure. On the whole, we expect China’s 
economy to expand by 8.0% for 2021E, much higher than 
2.3% for 2020. Strong external demand and steady consumer 
spending will be the main growth drivers. On the contrary, high 
debt burden and COVID-19 mutation will present challenges 

• On the monetary front, PBOC will maintain a neutral monetary 
policy with a loosening bias to support economic growth. The 
rates for one-year LPR and five-year LPR are projected at 
3.65% and 4.55% for end-2021E. We expect RRR to be 
10.0% for large financial institutions and 8.0% for medium and 
small financial institutions at end-2021E.  

• We expect the proactive fiscal policy in 2020 to resume 
normalcy in 2021. The temporary and phased special 
measures introduced in 2020 in response to the pandemic are 
likely to be partially withdrawn in 2021. However, a normal 
fiscal policy, including tax and fee reductions, 
consumption-specific measures, and strategies to boost 
infrastructure investment, will be retained to support economic 
growth 
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and integrated circuits all maintained rapid growth in Dec at 55.6%, 
32.4%, 32.4%, 42.3%, and 20.8%, respectively. 

Exhibit 1: China’s GDP growth 

Source(s): NBS, ABCI Securities 

On the demand side, the single-month FAI growth in urban areas 
eased to 11.3% in Dec, according to our calculation. By sector, 
although property FAI and sales were lower than those in Nov, the 
growth was still substantial in Dec. Affected by the financing 
restriction policy of property companies, property FAI in Dec edged 
down from 11.5% in Nov to 9.2%. Property sales also fell in Dec, with 
sales area and value growth slowing to 11.1% and 18.7%, 
respectively, from 12.4% and 19.2% in Nov. The growth of 
infrastructure investment slowed down slightly to -0.1% in Dec from 
3.5% in Nov. Increase in manufacturing investment also slowed to 
10.2% in Dec from 12.5% in Nov. 

Affected by the resurgence of COVID-19 cases in some provinces 
and the cold weather, retail sales of consumer goods increased only 
by 4.6% in Dec, lower than the 5.0% growth in Nov. By sub-sector, 
non-discretionary consumption maintained a rapid growth in Dec. 
Beverages, cereals, oils and foodstuffs, daily necessities, tobacco, 
and alcohol commodities grew 17.1%, 8.2%, 8.0%, and 20.9%, 
respectively. In contrast, discretionary consumption dropped 
significantly. Automobiles, communication equipment, cosmetics, 
gold, silver and jewelry, and medicines increased by 6.4%, 21.0%, 
9.0%, 11.6%, and 12.1%, respectively, in Dec, compared with 11.8%, 
43.6%, 32.3%, 24.8% and 12.8% in Nov. In Dec, consumption growth 
of petroleum and products (-3.8%) and furniture consumption 
(+0.4%) were anemic. Catering revenue rose 0.4% in Dec after 
falling by 0.6% in Nov. 

With the resumption of production, 11.86mn new jobs were created in 
urban areas in 2020, significantly higher than the expected target of 
over 9mn people, achieving 131.8% of the annual target. The 
unemployment rate in the national urban survey in Dec was 5.2%, 
the same as that in Nov. The urban surveyed unemployment rate in 
31 major cities in Dec was 5.1%, down 0.1ppt MoM. The urban 
registered unemployment rate at the end of 2020 was 4.2%, which 
was lower than the expected target of ~5.5%. 

Looking ahead, we expect China’s economic growth to rebound 
significantly in 2021 due to improving domestic demand and potential 
de-escalation of the Sino-US conflict; the low base in 2020 will also 
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elevate the figure. On the whole, we expect China’s economy to 
expand by 8.0% for 2021E, much higher than 2.3% for 2020 (Exhibit 
2). Strong external demand and steady consumer spending will be 
the main growth drivers. On the contrary, high debt burden and a 
mutating COVID-19 would be the major challenges for 2021. 

On the monetary front, PBOC will maintain a neutral monetary policy 
with a loosening bias to support economic growth. The rates for 
one-year LPR and five-year LPR are projected at 3.65% and 4.55% 
for end-2021E. We expect RRR to be 10.0% for large financial 
institutions and 8.0% for medium and small financial institutions at 
end-2021E. We expect the proactive fiscal policy in 2020 to resume 
normalcy in 2021. The temporary and phased special measures 
introduced in 2020 in response to the pandemic are likely to be 
partially withdrawn in 2021. However, a normal fiscal policy, including 
tax and fee reductions, consumption-specific measures, and 
strategies to boost infrastructure investment, will be retained to 
support economic growth.  

Exhibit 2: Economic forecasts 

Economic indicators 2019 2020 2021F 

Real GDP growth, % 6.0 2.3 8.0 

FAI growth, % 5.1 2.9 6.0 

Retail Sales growth, % 8.0 (3.9) 14.0 

Export growth in USD terms, % 0.5 3.6 7.0 

Import growth in USD terms, % (2.7) (1.1) 9.0 

Industrial Production growth, % 5.7 2.8 7.0 

CPI, % 2.9 2.5 1.2 

PPI, % (0.3) (1.8) 1.5 

M2 growth, % 8.7 10.1 9.5 

Aggregate Financing, RMB bn 25,575 34,860 33,000 

New Yuan Loans, RMB bn 16,810 19,630 20,500 

Spot CNY per US dollar, End-year 6.9632 6.5272 6.4500 

One-year LPR, % 4.31 3.85 3.65 

Five-year LPR, % NA 4.65 4.55 

Source(s): NBS, PBOC, ABCI Securities estimates 
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