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Why Chinese are saving
money?

Vlewed from afar, China is an export juggernaut whose

growth is destined to motor steadily forward in perpe-
tuity. But inside China, the view is much more fentative
despite booming activity. While a recent door-to-door sur-
vey of 6,000 Chinese households revealed a strong near-
term appetite for consumer goods, it also suggested a con-
siderable wariness that could influence the behavior of shop-
pers. Just 37 percent of those surveyed, for example, agreed
or strongly agreed with the statemnent “I feel confident about
my financial future.” The respondents also confirmed that
they saved a quarter of their family income—vastly more
than people in Europe and the United States do.

The survey results support the view that China’s savings rate
is high because the country’s social safety net is thin and
most Chinese must pay for health care and pensions out of
their own pockets. Asked to give the main reasons for sav-
ing, 50 percent of the respondents mentioned the need to
put money aside in case family members were to fall ill, and

43 percent cited retirement. For most consumers, creating a
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cash cushion is clearly the number-one priority. Among the
one-third of respondents whose income had increased dur-
ing the past year, nearly half saved all or most of the extra
money; just 9 percent said that they spent most of it. Fewer

than one in five respondents intended to spend more in
2005 than in 2004.

Although such caution about the future does restrain spend-
ing, as long as the Chinese economy continues to hum a-
long at high growth rates, there will be ample disposable in-
come for buying consumer goods. Indeed, when consumers
were asked about the big-ticket items they intended to buy
over the next 12 months, they revealed ambitious shopping
lists that included new cars, appliances, and the latest con-
sumer electronics. Some 8 percent of these consumers said
that their next major purchase would be a flat-screen televi-
sion. If a fraction of those who planned to buy one actually
did, about four million flat-screen TVs would be sold in the
next 12 months. ‘

The other item at the top of many Chinese consumers’
shopping lists is a new apartment or house, which nearly 10
percent of the respondents said they were likely to purchase
during the next 12 months. Typically, home purchases gen-
erate significant sales of appliances and other items, since a

majority of new apartments are sold as shells that must be
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outfitted with everything from appliances and fixtures to
floor coverings and lighting. Nearly three-quarters of the
respondents reported that they would upgrade their furniture
and home appliances when they moved into a new
apartment. After scrimping for years to save enough to buy
" a dream home, Chinese consumers tend to splurge on high-
quality fixtures.

Some 43 percent of the respondents agreed or strongly
agreed that “having a private car is my biggest dream,” and
a little more than 2 percent claimed that they planned to
_purchase a car in the next 12 months. The penetration of
passenger cars in China, at 8 per 1,000 inhabitants, remains
quite low compared with the worldwide average of 104 cars
per 1,000. The survey results suggest that the market’s long-
term potential remains strong despite recent volatility in

demand.

What’s more, the survey reveals the rapid growth of
consumerism in towns and smaller urban areas. Some
products are actually on more shopping lists in the
countryside and midsize cities than in the largest ones,
where the market is becoming saturated. For instance, 20
percent of respondents in rural county seats plan to buy
mobile phones over the next year, compared with just 10

percent in top-tier cities and 15 percent in second-tier cities,



TEANtaEE |

ZHIALL, (EMA TEAFTER 2 EHE AR
S, BEFEOHETHE %R, BT
F%E, thETH 3 A TR AR TR #E
ELRARRFNRE .

XS R 2945 43% ) N RIE > 2 H
“WHE IR EREREANER, "HBET2%
AR RAEA T RITE— A%, 5HEATHR
1000 AT 1045 EARLL, R E4E1000 AIHA 8
B, S BRI, HESRER,
PRI N T RIEEAE, (Em R n
R,

PN, T TR TR e 2R £, Ak
FETERM TP ST AR, FHAEIHE
Riftimiipeiatofn, i, £2 N, BT
KR A 20%09 AT RIS NIEE FAL, fifEk
SR FUA 0%, TEE R B TR R SR
A4 15%,

scrimping: & T
%
splurge: # E ;
%R

penetration: #
#;E AR
volatility: 1% #
R

consumerism: 7

%
saturated: 1 #n
#y



§ J|_KIE M AR ST
d

such as Wuhan and Xiamen.

Similarly, 12 percent of respondents in small towns indicated
that they were likely to purchase washing machines in the
next year, compared with 5 percent in top-tier cities. The
survey’s discovery of such strong demand in China’s up-
and-coming urban areas underlines the importance of this
new battleground for both multinationals and their local

competitors.




