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China’s economy continues to grow at a robust pace. Even in the face-to-face service industry,
which is slow to recover in other countries, catering sales in May exceeded their 2019 level
before the pandemic for the third consecutive month and the service sector as a whole is
returning to its former growth trajectory (Chart 1). It is generally thought that China will maintain
this robust growth for the time being; for example, the World Bank revised its most recent
forecast for China’s real GDP growth rate upwards to 8.5% YoY for 2021 and 5.4% YoY for
2022 from its previous forecast in January.

Based on the above, China has been quick to recover from the pandemic, yet there has been
an increased interest in its population demographics in recent years in terms of economic
growth in the medium- and long-term future. According to the National Population Census
published in May, China’s population hit 1.41 billion in 2020 and increased 0.1% YoY, thereby
maintaining an upward trend by a small amount. However, this growth was the lowest since
current records began, with the exception of 1960 and 1961, when the population decreased
for two straight years after the Great Leap Forward (Chart 2). The main reason for this is the
decline in the number of births which, ironically, has been accelerating since the “One Child
Policy” was relaxed and later abolished during the latter half of the 2010s. A couple of the
economic reasons for this are said to be the financial burden of mortgages, caused by a rise in
house prices, and an increase in the cost of raising children. Given this situation, the
government said it would “work to achieve an appropriate birth rate by developing the systems
for public-interest childcare” in its 14" Five-Year Plan announced in March. At a meeting of the
Political Bureau of the Communist Party of China Central Committee in May, the government
launched a specific policy which “allows all married couples to have up to three children”.
Nevertheless, it is difficult to predict if the government will be successful or not considering the
issues with the structure of the population of those in their 20s and 30s; this cohort has already
been decreasing in the first place as a result of past demographics and they are unfamiliar with
families that have siblings due to the “One Child Policy” that was in place for many years.

The United Nations’ 2019 population statistics indicate 2032 as a medium variant (total fertility
rate of 1.70 between 2020 and 2025) and 2025 as a low variant (total fertility rate of 1.45
between 2020 and 2025) for when the total population will start to fall. However, according to
the most recent Population Census, the total fertility rate in 2020 was only 1.3 and it is likely
that the impact of the pandemic on the number of births will materialise during this year for the
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most part. Taking this into account, it will be important to keep an eye on if the decrease in the
total population occurs earlier and any impact this will have on the potential growth rate.
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Chart 2: China's Total Population and Number of Births
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