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Highlights
n  China led the world as the first nation to emerge from the 

COVID-19 recession and was the only major economy to 
see economic growth in 2020.

n  New China is driven by consumption from an expanding 
and wealthier middle class population. 

n   The Covid-19 pandemic further accelerated the shift in 
China’s economy from “Old China” which appears to be 
slowing down to “New China” which is experiencing 
resilient and has even shown robust growth.

n  The Chinese consumer market is expected to account for 
40% of global consumption by 2025.

n  China’s e-commerce boom is creating investment opportu-
nities among internet companies.  

n   Mirae Asset’s active and bottom-up investment approach 
can help investors identify the companies best positioned 
to potentially succeed in New China.

New China: 
Impact of the Chinese Consumer

Impact of the Chinese Consumer
The transition of the Chinese economy from a manufactur-
ing-led growth model to a consumer services-led growth 
model is widely anticipated to continue to create secular 
growth investing opportunities. However, the transition, thus 
far, has not been easy or straightforward. Even as China’s 
growth slows down as the government makes reforms to 
shift the economy towards consumer spending, investors 
remain focused on China’s stock market. Yet, China’s stock 
market, representing less than a fifth of household financial 
assets, has only a small impact on Chinese households and 
therefore, the Chinese economy1. China boasts a bank 
deposit/GDP ratio of almost 200%, but only a fifth of house-
hold assets are allocated to financial products, and only 6% 
of those financial products are allocated directly to equities.2 
Investors need to keep an eye on the bigger picture.

The COVID-19 Recovery
A few days before the 2020 Lunar New Year celebrations began, Wuhan, China went into lockdown. The COVID-19 outbreak 

first hit China and quickly spread worldwide, turning everyone’s lives upside down. In May 2020, China abandoned its 

annual economic growth targets for the first time in history, having experienced the worst contraction in three decades 

during the first quarter of 2020. However, as the year progressed, China led the world as the first nation to emerge from the 

COVID-19 recession and was the only major economy to see economic growth in 2020, up 2.3% for the full year of 2020. 

Past performance does not guarantee future results. There can be no guarantee that any strategy (risk management or otherwise) will be successful. 
All investing involves risk, including potential loss of principal.
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CHART 1: MANUFACTURING VS SERVICES

Source: National Bureau of Statistics.

Two Chinas
China’s economy is moving in two different directions. “Old 
China”, which is dominated by state-owned and heavy 
industries such as manufacturing and construction, is 
slowing down. “New China”, on the other hand, with its 
innovative companies and focus on middle-class consump-
tion, has experienced resilient and has even shown robust 
growth, despite slower growth in gross domestic product 
(GDP) and stock market volatility. The COVID-19 pandemic 
further accentuated this shift from Old China to New China. 
Lockdown measures to combat the spread of the virus 
resulted in more demand for online-related businesses such 
as e-learning, gaming, online health care, e-commerce, food 
delivery and the cloud industry.

NEW CHINA OLD CHINA

Internet/E-Commerce Heavy Machinery
Clean Energy Energy (Coal)

Beauty/Personal Care Textiles and Apparel 

Healthcare Steel/ Metals

Education Chemical Materials

Travel & Tourism Railways, Shipping and 
other Transportation

Financial Services/Insurance Rubber and Plastics

*A representative sample of industries, not a full list.

NEW CHINA VS. OLD CHINA*

In 2010, Old China, as represented predominantly by the 
manufacturing industry, constituted 46.5% of China’s GDP. 
Today, the manufacturing industry has contracted to 37.8% 
of the country’s GDP. Meanwhile, New China, as represented 
by the service industries, has been rising steadily. In 2020, 
the service industries accounted for more than half of China’s 
GDP, rising to 54.5%, up from 44.1% a decade ago.3

Lockdown measures to combat the spread of the virus resulted in more demand for online-related 

businesses such as e-learning, gaming, online health care, e-commerce, food delivery and the 

cloud industry.

The shift from the manufacturing sector to the services 
sector indicates China’s progress in transitioning towards 
greater domestic consumption. As Old China may be 
stalling, New China is becoming an essential engine of 
economic growth, especially as it pertains to job creation 
and middle-class expansion. New China currently employs 
an estimated 47% of Chinese workers.4
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New China’s Growth Engine — 
the Consumer 
An expanding and wealthier middle-class population is the 
key driver of New China. The middle-class in China now 
makes up nearly 50% of China’s population, up from 27% in 
2010. In absolute terms, the size of the Chinese middle-class 
is even more impressive at roughly 707 million. To put that 
figure into perspective, the income group is approximately 
double the entire US population. By 2027, it is estimated that 
1.2 billion Chinese will be in the middle class, making up 
one-quarter of the world total.5

The Rise of the Asian Middle Class
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CHART 2: THE RISE OF THE ASIAN MIDDLE CLASS

CHART 3: AVERAGE REAL WAGE GROWTH 
China vs Global (ex-China)

Supporting the growth of the middle class is rising income. 
Income is one of the most critical determinants of middle-
class consumers’ spending decisions. In China, real wages 
have more than doubled from 2009 to 2019.6 This upward 
wage trend should continue as the economy shifts from 
low-wage manufacturing industries to better-paying service 
and high-tech industries.7 And as wealth increases, con-
sumption is likely to follow. 

Consumer spending, underpinned by income growth, has 
remained steady and robust even if the Chinese economy is 
not growing as fast as it once was. According to global 
research firm Boston Consulting Group (BCG), even if 
China’s economy declines below its official target of 6.5% for 
the next five years, consumption is still projected to grow 9% 
annually during the same period. China’s share of global 
consumption growth rose from 9% in the 2000-2005 period 
to 23% in 2013-2018. McKinsey expects the Chinese 
consumer market to account for 40% of global consumption 
by 2025.8 Even with the uncertainty of a post-COVID-19 
world, it is clear that China will likely continue to be the 
engine that powers global consumption growth in the 
coming decades.

Source: Brookings Institution, 2017

Note: Middle class = household with incomes between $11-$110 per person/day 
(PPP) in 2011.

Source: ILO, Global Wage Report 2020-21.

The upward wage trend in China should 

continue as the economy shifts from 

low-wage manufacturing industries to better-

paying service and high-tech industries
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The Chinese Millennial
The Millennial generation is the largest consumer group in 
China and will likely be another growth engine for New 
China. There are six times as many millennials in Asia than in 
the US and Europe combined.9 As of 2019, China had about 
400 million millennials and account for 65% of total con-
sumption growth.10 This age group is spearheading the 
transition to cashless mobile payments and driving demand 
for luxury goods and consumer electronics.
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The Chinese Millennial is more tech-savvy and more edu-
cated than previous generations, with 25% holding a 
bachelor’s degree or higher and 90% of them owning 
smartphones.11 This generation spends an average of 160 
hours per month on mobile internet.12 During the COVID-19 
pandemic, Chinese Millennials quickly embraced the 
stay-at-home economy as both a lifestyle and a trend. 

The COVID-19 pandemic severely disrupted the economy 
and triggered changes in consumer behavior, especially for 
the younger generation who had never experienced a 
domestic economic downturn before. A survey by Mckinsey 
from November 2020 found that 42% of young consumers 
in China intend to save more due to the virus, and 41% said 
they planned to increase sources of income through wealth 
management, investments and mutual funds. The pandemic 
has resulted in the maturation of this significant population’s 
spending attitudes and patterns. From the end of March 
2020 to the end of June 2020, the growth rate of new 
brokerage accounts reached 19.2% among Chinese millen-
nials. Millennials in China have become a sophisticated 
spending group driving consumption growth in a post- 
COVID-19 world.

Source: National Bureau of Statistics in China, 2019.

Data as of October 13, 2020. Asia includes China, India, Japan, Hong Kong, Korea, and 
ASEAN (Indonesia, Malaysia, Philippines, Thailand, Singapore, and Vietnam). Working 
age = 15-64. Source: United Nations World Population Prospects, Haver Analytics.

The Chinese Millennial is more tech-savvy and 

more educated than previous generations, 

with 25% holding a bachelor’s degree or 

higher and 90% of them owning smartphones.
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Investing for Success in New China
The Chinese consumer is evolving and their spending 
patterns are fueling a consumption boom in specific sectors 
and industries. In the last 20 years, consumers in China have 
moved their purchasing beyond daily necessities such as 
food and are allocating more of their spending to discretion-
ary items such as technology, education, and healthcare. 
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CHART 6: CHINESE HOUSEHOLD ANNUAL CONSUMPTION 
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CHART 7: SERVICES CHINESE CONSUMERS USED FOR THE FIRST 
TIME IN THE COVID-19 PANDEMIC

Though discretionary spending pulled back in 2020, due to 
the COVID-19 pandemic, the country’s successful public 
health response inspired an unparalleled rebound in con-
sumer confidence heading into 2021. McKinsey’s consumer 
sentiment survey in January 2021 showed that net optimism 
over the recovery of the economy in China had hovered 
around 50%, compared with about 22% in the US. 

During the COVID-19 lockdowns, New China consumers 
doubled down on the ongoing trend of digitization. Demand 
for online-related businesses like gaming, online healthcare, 
e-commerce, food delivery and the cloud industry has gained 
significant momentum. According to McKinsey, there was a 
36% increase in telemedicine users during the pandemic and 
229% user growth for online remote learning.13 

Source: McKinsey & National Bureau of Statistics of China, January 2021.

Source: Daxue Consulting (June 2020).

E-commerce
E-commerce is a prime example of an industry that has 
embraced and benefitted from New China. Boston Consult-
ing Group refers to the growth in e-commerce as one of 
the most revolutionary changes in the Chinese consumer 
economy. Before COVID-19, China was already the world’s 
largest e-commerce market accounting for over 45% of 
global e-commerce sales at the start of 2020.14 During the 
pandemic, consumers doubled down on digitization. In 2020, 
online sales of consumer goods rose at a relatively rapid pace 
of 14.8%.15 E-commerce sales totaled $2,296.95 billion in 
2020, nearly twice the US, UK, Japan and Germany com-
bined sales. China will continue to cement its number-one 
position in the near future. Markets forecast e-commerce 
sales to grow to 52.1% of the country’s total retail sales 
in 2021.

Past performance does not guarantee future results. There can be no guarantee that any strategy (risk management or otherwise) will be successful. 
All investing involves risk, including potential loss of principal.
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Alibaba’s Single’s Day on November 11th, 2020 drove a 
record-breaking $74 billion in sales, up from $58 billion the 
year prior. Singles Day has become the largest single 
shopping day globally, more than Black Friday and Cyber 
Monday sales combined. 

The e-commerce boom in China is creating historic opportu-
nities to invest in local internet companies. The top Chinese 
e-commerce companies who dominate this space a content-
rich online platform with user-friendly websites and mobile 
applications and a fast, reliable delivery service. Strategic 
partnerships may also provide a competitive advantage. One 
of China’s largest e-commerce companies has been able to 
respond to customers’ mobile shopping preference and 
boost their mobile orders by partnering with one of the 
country’s most popular instant messaging applications to 
access and grow their base of active users.

Top companies in this space tend to have first leader 
advantage in business-to-consumer (B2C) strategy and are 
at the forefront of innovation in mobile payment solutions. In 
a market where there is a proliferation of counterfeit goods, 
the most successful companies have been able to earn and 
keep the trust of their customers by offering high-quality, 
authentic products at competitive prices. These leading 
e-commerce companies are focused on cultivating brand 
loyalty through customer satisfaction, building large-scale 
fulfillment centers and investing in a comprehensive and 
dependable logistics network with their merchants and 
delivery partners. As a result, successful Chinese e-com-
merce companies in New China have garnered investor 
confidence by increasing their base of active buyers, growing 
mobile revenue and improving their monetization rates. 

Alibaba remains the dominant industry leader; however, the 
landscape has become much more competitive over the last 
few years. 
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CHART 8: GLOBAL RETAIL E-COMMERCE SALES 
(in billions)

Source: eMarketer, December 2020.
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CHART 9: RETAIL E-COMMERCE SALES IN CHINA 
2019-2024

Source: eMarketer, December 2020.

One of China’s largest e-commerce companies has been able to respond to customers’ mobile 

shopping preference and boost their mobile orders by partnering with one of the country’s most 

popular instant messaging applications to access and grow their base of active users.
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Investing in New China
As China continues to rebalance its economy from manufac-
turing to services and consumption, from Old China to New 
China, service-based industries will increasingly drive and 
potentially become the primary source of economic growth. 
We believe that the emergence of the New China consumer 
fundamentally impacts global economic prospects, offering 
long-term investment opportunity, and dominating economic 
themes for the next several decades. Although the path may 
be bumpy, Mirae Asset believes this transition will continue to 
evolve into new investment opportunities. 

Mirae Asset’s proprietary research indicates that New China 
represents a multi-decade investment theme. Moreover, we 
believe that the best way to access opportunities in the New 
China is through active management strategies rooted in 
fundamental, bottom-up research. Our high-conviction 
investment approach can help investors tap into the long-
term growth opportunities of the New China.

At Mirae Asset, we believe growing Chinese consumption 
continues to present investment opportunities even though 
investors must now be more selective. Economic growth is 
no longer what it had once been, the rising tide lifting all 
industries. Recent currency volatility and the slower rate of 
wage growth may dampen household consumption some-
what as consumers become more discerning about where 
and how they spend over the short term. To an active 
manager, this change means only that the need for identify-
ing the best companies has become even greater, since not 
all services companies in New China will succeed. Through 
active management, however, we believe that an investor can 
identify the companies best positioned—whether through 
brand strength, management acumen or technical innova-
tion—in aiming to win in New China. 

Until Pingduoduo (PDD) emerged, China’s e-commerce 
market seemed to be a firm duopoly market. Few could 
imagine any new entrant that could gain scale to compete 
with Alibaba and JD.com. With PDD gaining more than 10% 
of market share in just three years, we anticipate seeing 
more prominent companies like Bytedance, Tencent, and 
Kuaishou create meaningful competition through social 
commerce in the coming years. We believe this may further 
accelerate the shift from offline to online consumption and 
the fast-changing competitive dynamics in China’s e-com-
merce industry. 
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CHART 10: CHINA E-COMMERCE MARKET SHARE

Source: Company Filings, NBS, Bernstein estimates and analysis, 2020.

To learn more about Mirae Asset’s range of actively-managed emerging market funds, please visit us at 

investments.miraeasset.us
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The company provides travel, tourism services and operates duty-free shops (DFS) 
in China. The outlook remains positive for the company on the back of government 
policy support for relaxation of duty-free measures to benefit their Hainan DFS 
business. We believe there is substantial upside in attracting overseas luxury 
consumption back to domestic shores especially with current travel restrictions in 
place due to the Covid-19 pandemic. The expansion of Haitang Bay projects to 
build a central upmarket tourist attraction should promote the company’s expan-
sion in its DFS business. We believe that the firm will likely continue to dominate in 
market share and hold its leading position given its competitive edge in procure-
ment and store locations.

Telemedicine is another concept that has reached newfound demand with the 
outbreak of COVID-19. The pandemic was the perfect storm to shift offline con-
sumer behavior to an online platform; we believe Ping An Healthcare and 
Technology is well-positioned to capture this transition. The company is one of 
China’s leading online healthcare platforms, offering services from online medical 
consultation and prescriptions for the patients, offline medical care referrals, 
pharmacy services and health check-ups, beauty care, and fitness services. 
Considering that health expenditure in emerging Asia is significantly lower than in 
other countries, the market is still considerably underpenetrated..

Tencent is China’s leading game company in both PC and mobile gaming, with  
roughly 50% market share. WeChat has approx. One billion active users become 
the gateway of traffic for its mobile games, advertising, payments, and more. We 
anticipate the company to enter a new decade of commercialization development 
with its WeChat ecosystem supporting brands and merchants through multiple 
channels of capabilities (mini-programs, Weixin pay, Mini Games, Weixin Search, 
etc.). The focus on platform strategy with strategic investments in many vertical 
businesses to grow fast and build strong relationships with affiliate companies 
remains a competitive edge for Tencent.

Top 10 holdings % of the Mirae Asset Emerging Markets Great Consumer Fund, as of date 12/31/2020: Tencent Holdings Ltd. (4.98%), Pinduoduo, Inc. Sponsored ADR (3.68%), 
Shanghai International Airport Co., Ltd. (3.61%), Li Ning Company Limited (3.45%), Hindustan Unilever Limited (3.43%), HDFC Bank Limited (3.37%), Ping An Insurance (Group) 
Company of China, Ltd. (3.33%), NAVER Corp. (3.26%), JD.com, Inc. (3.23%), Samsung Electronics Co., Ltd. (2.95%). Fund holdings are subject to change and should not be 
considered a recommendation to buy or sell any security.

Winning in New China
The New China is presenting companies with incredible investment opportunities. Here are examples of companies 

that have benefited from consumer spending in the rising service-based industries. 

CHINA TOURISM GROUP DUTY 

FREE CORPORATION LIMITED 

Consumer Discretionary

PING AN HEALTHCARE 

AND TECHNOLOGY 

Telemedicine

TENCENT HOLDINGS 

Fintech



About Mirae Asset Global Investments

Mirae Asset Global Investments manages investment strategies for clients 

across the globe. With over $194 billion in total assets under management, and 

over 700 employees, including 208 dedicated investment professionals,* Mirae 

Asset offers a breadth of emerging markets expertise. Mirae Asset’s offices are 

located in Australia, Brazil, Canada, China, Colombia, Hong Kong, India, Japan, 

Korea, the U.K., the United States and Vietnam.

We focus on actively managed emerging market-focused portfolios through a 

bottom-up investment process rooted in on-the-ground research. Mirae Asset 

Global Investments is recognized as one of the world’s largest emerg ing market 

equity investment managers** and has one of the largest teams of investment 

professionals dedicated to emerging markets. Our worldwide team of portfolio 

managers, analysts and strategists maintains proximity to the investment oppor-

tunities that we research, allowing a deep understand ing of companies and the 

cultures in which they operate.

investments.miraeasset.us

  *As of December 31, 2020.

**Investments and Pensions Europe, 2020.
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Definitions and Important Information
The views and information discussed in this paper are subject to change and may not reflect the current 
views of the writer. The views expressed represent an assessment of market conditions at a specific 
point in time, are opinions only and should not be relied upon as investment advice regarding a particular 
investment or markets in general. Such information does not constitute a recommendation to buy or sell 
specific securities or investment vehicles. It should not be assumed that any investment will be profitable 
or will equal the performance of the portfolios or any securities or any sectors mentioned herein. The sub-
ject matter contained herein has been derived from several sources believed to be reliable and accurate at 
the time of compilation.
Compound Annual Growth Rate (CAGR) is the mean annual growth rate of an investment over a 
specified period of time longer than one year.
Financial Technology (FinTech) describes a business that aims at providing financial services by mak-
ing use of software and modern technology.
Gross Domestic Product (GDP) is the monetary value of all the finished goods and services produced 
within a country’s borders in a specific time period.
Purchasing Power Parity (PPP) is a theoretical exchange rate that allows you to buy the same amount 
of goods and services in every country.

Past performance is no guarantee of future results. 

Investment Risk — There can be no guarantee that any investment strategy (risk management or oth-
erwise) will be successful. All investing involves risk, including the potential of loss of principal. Emerging 
Markets Risk — The risks of foreign investments are typically greater in less developed countries, which 
are sometimes referred to as emerging markets. For example, legal, political and economic structures in 
these countries may be changing rapidly, which can cause instability and greater risk of loss. These coun-
tries are also more likely to experience higher levels of inflation, deflation or currency devaluation, which 
could hurt their economies and securities markets. For these and other reasons, investments in emerging 
markets are often considered speculative. Similarly, investors are also subject to foreign securities risks 
including, but not limited to, the fact that foreign investments may be subject to different and in some 
circumstances less stringent regulatory and disclosure standards than US investments. 

An investor should consider the Fund’s investment objectives, risks, charges and 
expenses carefully before investing. This and other important information about the 
investment company can be found in the Fund’s prospectus. To obtain a prospectus, 
please contact your financial advisor or call (888) 335-3417. Please read the prospectus 
carefully before investing. 

Mirae Asset Discovery Funds are distributed by Funds Distributor, LLC.
Copyright © 2021 by Mirae Asset Global Investments. All rights reserved.
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