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On April 16, 2021, China’s National Bureau of Statistics 

(NBS) announced that China’s economic growth 

remained robust during the first quarter of 2021. Gross 

Domestic Product (GDP) grew 18.3% year-on-year in the 

first three months of 2021, marking China’s strongest 

year-on-year growth since NBS began keeping quarterly 

GDP records in 1992. This is mainly due to China’s 

recovery from its significant GDP contraction recorded 

in Q1 2020. Despite the record, growth slightly missed 

analyst estimates of an 18.5-19% increase, according to 

the Reuters survey of analysts. Compared to Q4 2020, 

economic activity in China, as captured by GDP growth, 

largely stagnated, increasing by only 0.6% quarter-on-

quarter.

Overall, the update from NBS indicates that China’s 

economic growth has normalized and that post 

contraction recovery momentum stabilized in the first 

quarter. Due to the low base effect, major indicators, 

including industrial production, service, retail sales, 

fixed-asset investment, exports, FDI inflow, all registered 

two-digit year-on-year growth. The unemployment 

rate remained low as more jobs were introduced to the 

market. Consumer prices were also stable from January to 

March. Producer prices, particularly upstream production 

materials, increased in expense over the quarter. To 

support China’s policy goal in 2021, macro-policies in the 

January-March period remained stable and saw targeted 

improvements in specific areas including living standards 

and small & micro-businesses.

Figure 1, China’s quarterly GDP growth, year-on-year

Data source: NBS, China



2

Industrial production, a gauge of activity in the 

manufacturing, mining, and utility sectors, grew by 24.5% 

year-on-year in the January-March period. This increase 

is relative to its contraction of 8.4% in the first quarter 

of 2020. Compared to the last quarter of 2020, industrial 

production increased by 2.0%. Due to recovering overseas 

demand, the manufacturing sector led this expansion 

with a year-on-year growth rate of 27.3%. The mining 

and utilities sector grew comparatively little, by 10.1% 

and 15.9%, respectively. Industrial equipment and high-

tech products continued to be key drivers of industrial 

expension, though it is worth noting that a recovery 

in the consumer goods sector also contributed to its 

expansion. Additionally, the first quarter of 2021 also 

saw China’s pharmaceutical and biotech industry output 

soar by 28.5% year-on-year due to increased demand for 

COVID-19 vaccines and other medical supplies.

Figure 2, China’s monthly industrial production

Data source: NBS, China

Consumer spending also posted strong growth in the 

first quarter, suggesting that consumption recovery 

is accelerating in China. Retail sales jumped 33.9% 

year-on-year and 1.9% quarter-on-quarter in the first 

quarter. Notably, March saw rapid consumption growth, 

particularly in restaurants and in-store shopping. Retail 

sales in March alone increased by 34.2% year-on-year, 

slightly higher than that in Jan-Feb; however, the two-

year (2020 and 2021) average of retail sales showed that 

consumption growth in March was 3.1 percentage points 

faster than in the first two months of 2021. Retail sales of 

consumer goods in the first quarter also grew quickly, at a 

rate of 29.9% year-on-year. High-end item consumption, 

such as cosmetics, sports & entertainment supplies 

and communication equipment, have returned to the 

pre-covid levels. Restaurants and hotels still lag behind 

however, despite significant growth in March 2021.
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Figure 3, China’s monthly retail sales

Figure 4, China’s fixed-asset investment growth 

Data source: NBS, China

Data source: NBS, China

Fixed-asset investment, a gauge of spending on 

infrastructure, property, machinery, and equipment, 

marked a year-on-year increase of 25.6% in the first 

quarter of 2021. Investment in the manufacturing 

sector increased by 29.8% year-on-year; however, the 

two-year average was -2%. This suggests investment in 

manufacturing remains depressed compared to pre-

pandemic levels. The high-tech sector outperformed 

others in asset investment with a year-on-year increase 

of 37.3% and a positive two-year average of 9.9%, making 

it the main driver of investment growth. Infrastructure 

investment rose by 25.3% year-on-year and 4.1% from 

the same period in 2019, bringing it back near its pre-

pandemic level. Finally, real estate investment showed 

stable growth as home sales continued rising.
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China’s foreign trade amounted to US$ 463.1 billion in 

January, US$ 372 billion in February and US$ 468.5 billion 

in March, with year-on-year growth rates of 25.7%, 67% 

and 34.2% respectively. Exports expanded year-on-year 

by 24.8% in January, 154.9% in February and 30.6% in 

March, reaching US$ 264 billion, US$ 204.9 billion and 

US$ 241.1 billion respectively. Imports, on the other 

hand, grew year-on-year by 26.9% in January, 17.4% in 

February and 38.1% in March, totalling US$ 199.1 billion, 

US$ 167.1 billion and US$ 227.4 billion respectively. These 

dramatic trade figures are primarily due to the post-

pandemic recovery and low base effect caused by the 

trade devastation in the first quarter of 2020. In the first 

three months of 2021, ASEAN (Association of Southeast 

Asian Nations) continued to be the leading trade partner 

of China, followed by the EU (European Union) and the 

United States. Additionally, China’s trade with BRI (Belt 

and Road Initiative) and RCEP (Regional Comprehensive 

Economic Partnership) countries experienced remarkable 

growth, with year-on-year increases of 21.4% and 22.9%, 

respectively. Furthermore, it is worth noting that private 

enterprise has been the major driver of trade expansion, 

with a higher year-on-year increase than aggregate trade. 

Home appliances, computers, medical equipment and 

medicines exported by private enterprises all increased 

by over 70% year-on-year.

Figure, 5 China’s trade 

Data source: NBS, China

IFDI (Inward Foreign Direct Investment) was US$ 44.9 

billion in the first quarter, growing 43.8% year-on-year. 

China’s IFDI reached its highest quarterly record of 

US$ 19.3 billion. This expansion of IFDI suggests that 

foreign investor confidence in China’s economy has 

increased due to China’s pandemic management and 

its positive growth in 2020. The service sector saw the 

greatest influx of investment with a year-on-year growth 

of 51.5%. High-tech service sectors also outperformed, 

attracting 43.9% more foreign investment compared to 

the first quarter of 2020. BRI and ASEAN countries drove 

investment growth in China, increasing year-on-year by 

58.2% and 60% respectively.
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China’s OFDI (Outward Foreign Direct Investment) 

increased year-on-year by 12.6% in the first quarter of 

2021, amounting to US$ 31.8 billion. Non-financial OFDI 

was US$ 24.8 billion with a year-on-year increase rate 

of 2.4%. China’s non-financial OFDI into BRI countries 

increased more rapidly compared to other regions with 

a year-on-year increase of 5.2%, reaching US$ 4.4 billion 

and accounting for 17.8% of the total non-financial OFDI. 

Singapore, Vietnam, Indonesia, and Malaysia were the 

top destinations for Chinese investment.

China’s urban surveyed unemployment rate increased 

in January and February compared to December 2020 

(5.2%), reaching 5.4% and 5.5% respectively. The increase 

in unemployment may be attributed to two factors. First, 

the second wave of the pandemic, emerging at the end of 

2020, created restrictions on production. Second, January 

and February comprise the traditional Chinese New Year 

holiday season, so production was not operating at full 

capacity. Unemployment decreased to 5.3% in March as 

production resumed. However, rural migrants and young 

workers between 16 and 24 years of age experienced a 

higher unemployment rate compared to February. The 

unemployment rate of rural migrants increased by 0.1% 

to 5.4%, and that of young workers between 16 and 24 

years of age increased by 0.5% to 13.6%, more than two 

times higher than the aggregate unemployment rate. 

Furthermore, it is expected that 9 million college students 

will graduate this coming June, 350,000 more than last 

year, which will put more pressure on the job market. 

Figure 6: China’s unemployment rate

Data source: NBS, China
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China’s CPI (Consumer Price Index) decreased year-

on-year by 0.3% in January and 0.2% in February, but 

increased year-on-year by 0.4% in March. The year-on-

year CPI decrease in January can be mainly attributed to 

the fact that, in 2020, Chinese New Year was in January, 

which drove up the prices of consumer goods. The year-

on-year decrease of core CPI (CPI excluding prices of 

food and energy) in January was 0.3%. The year-on-year 

CPI decrease in February was caused by the falling price 

of pork, which saw a year-on-year decrease of 14.9%. In 

February, core CPI did not change year-on-year. In March, 

the price of pork continued falling but at a faster rate of 

18.4%, while gasoline and diesel oil prices increased year-

on-year by 11.9% and 12.8%, resulting in a year-on-year 

increase of 0.7% in food excluded prices, compared to a 

year-on-year decrease of 0.2% in February. Furthermore, 

service prices increased year-on-year by 0.2% in March 

compared to a year-on-year decrease of 0.1% in February. 

The year-on-year increase of food excluded and service 

prices in March are largely responsible for the overall CPI 

year-on-year increase. The year-on-year increase of core 

CPI was 0.3%. As a whole, CPI and core CPI in the first 

quarter did not change year-on-year.

China’s PPI (Producer Price Index) increased year-on-

year by 0.3% in January, 1.7% in February and 4.4% in 

March. The year-on-year PPI increase in January 2021 

was the first year-on-year increase since February 2020. 

The year-on-year PPI increase in January was mainly 

caused by price increases of intermediate products, which 

saw a year-on-year increase of 0.5% while the producer 

price of consumer goods decreased year-on-year by 

0.2%. The year-on-year increase of the producer price 

of intermediate products was also the major cause of 

the year-on-year PPI increase in February. The producer 

price of intermediate products increased year-on-year by 

2.3% in February while that of consumer goods decreased 

year-on-year by 0.2%. In addition to intermediate 

products’ leading role in promoting the year-on-year PPI 

increase in March, the producer price of consumer goods 

increased year-on-year by 0.2%, compared to year-on-

year decreases in January and February. The producer 

price of intermediate products increased year-on-year 

by 5.8%, accounting for 98% of the total year-on-year 

increase of PPI.

Figure 7: China’s PPI 

Data source: NBS, China
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China’s comprehensive PMI (Purchasing Managers’ 

Index) remained above the cut-off point1 in the first 

quarter of 2021, indicating that China’s economy is still 

on a positive growth track. The comprehensive PMI in 

January and February 2021 decreased compared to last 

December though, falling to 52.8% in January and 51.6% 

in February from 55.1% in December 2020. The PMI 

decrease in the first two months of 2021 was the result of 

the Chinese New Year and pandemic related production 

slowdown. As production resumed when the holiday 

season ended and the second wave of the pandemic 

was under control, the comprehensive PMI rebounded 

to 55.3% in March, recovering to its average level over 

the fourth quarter of 2020. The manufacturing PMI was 

51.3% in January, 50.6% in February and 51.9% in March, 

while the non-manufacturing business activity index 

was 52.4% in January, 51.4% in February and 56.3% in 

March. The fact that the non-manufacturing business 

activity index was larger than the manufacturing PMI 

indicates that the non-manufacturing sector (mainly the 

service sector) led overall growth. Accordingly, service 

sectors including transportation, communication service, 

internet and information service, financial service and 

insurance, and environmental protection reported the 

best business activity index figures.

Figure 8: China’s PMI

Data source: NBS, China

1  A PMI value of 50% is regarded as the prosperity versus depression cut-off point of economic performance. The economy is on a growth track 
if PMI exceeds 50%, while otherwise, the economy is in recession.
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In the first quarter of 2021, the core of China’s monetary 

policy continued to prioritize stability and flexibility. 

China’s central bank, the PBOC, said that the increase in 

liquidity and loans was in line with the economic growth 

over the first quarter.  By the end of March 2021, the 

“total social financing,” a broad measurement of liquidity 

and credit in the economy, grew by 12.3% year on year, 

versus 13.3% at the end of February. The broad money 

supply, or M2, increased by 9.4% year-on-year, compared 

with 10.1% by the end of February and 10.7% by the end 

of January. Outstanding loans at the end of March rose 

by 12.3% from the same period last year, slower than 

February’s 12.6%. Overall, liquidity growth appeared to 

be slowing but still on track, at least compared to the 

last three quarters of 2020. New bank loans in the first 

quarter increased by RMB 7.67 trillion, a considerable 

portion of which flowed to high-tech, small and medium-

sized, and green-concept enterprises.

Overall, performance in the first quarter of 2021 provides 

a positive outlook for economic growth in 2021, thanks in 

part to the stable policy environment aimed at persistent 

and sustainable development. Although the low base 

effect was a major reason for the dizzying economic 

indicators unveiled in the first quarter, China’s economy 

largely did maintain its positive momentum over the 

first quarter of 2021. Consumption’s role in driving the 

economic upturn grew over the first three months of 

2021 as reflected by the accelerated recovery of consumer 

spending on goods and catering services. Steady growth 

in individual’s income is also an essential cause of the 

fast-recovering consumer spending. Exports also led GDP 

growth in the first quarter, jumping 38.7% from 2020 as 

China continued to benefit from decreased competition 

in manufacturing due to the struggle of other countries to 

manage the pandemic.

The “Two Sessions” meeting, China’s most important 

political gathering where high-profile economic and 

social development plans are unveiled, announced the 

GDP target for 2021 was 6%. This growth rate was 

lower than estimates from the world’s economists but 

reflected China’s intention to de-prioritize scale growth 

and instead pursue steady, sustainable, and high-quality 

growth in 2021 and the coming years. China’s political 

leaders also vowed not to make an abrupt policy turn; 

one could, thus, speculate that the monetary and 

fiscal policies may remain stable in 2021, although not 

unchanged from 2020. Instead of deleveraging, stabilizing 

leverage is a more likely priority of China’s macro-

economic policies in 2021.  On the other hand, Chinese 

financial regulators may consider tightening monetary 

policies and raising interest rates in the coming months 

of 2021 to balance economic growth and risk mitigation. 

At the end of January and in early February, China’s stock 

market saw increased volatility as China’s central bank 

drained money from the financial system in the midst of 

market concerns regarding a liquidity squeeze.

Although China’s first-quarter data displays positive 

momentum underpinning China’s economic recovery, 

it is worth noting that some areas of the Chinese 

economy appeared to slow down in March. First off, 

industrial activity slowed in March compared to January 

and February. Furthermore, the two-year average of 

manufacturing investment showed a year-on-year 

contraction of 2.0%, partially due to increasing input 

prices pushed by soaring international commodities 

prices. Second, China’s exports grew 15.3% year on year 

in January and February combined, but fell to 10.1% in 

March. Export-led growth may further wane as other 

countries continue to promote vaccination and enhance 

economic recoveries. Conversely, rising trade tensions 

and geopolitical disputes remain threats to China’s 

export-driven economic recovery. Thus, the question 

for China is whether accelerating consumption will be 

enough to offset the country’s waning ability to rely on 

industrial and export activity for growth. 


