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" Global companies look at China and see a  
huge and growing consumer market. Income  
is rising, as is demand for better-quality goods 
and services. 

Companies also see in China a business 
environment that fosters growth, with mature 
industrial clusters that are moving up the value 
chain.

However, if global companies wish to succeed 
in trading with China, they must understand that 
sustainability is less of an environmental factor 
and more of a business consideration for their 
Chinese counterparts. 

Opportunity favours those that can meet –  
even raise – China’s sustainability standards."

Stuart Tait

Regional Head of Commercial Banking, Asia-Pacific 
HSBC 
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What is Trading with China? 

Nearly one-quarter (23%) of these companies expect 
sales to grow by at least 15% in the next five years

China’s growing consumption and the partnership 
opportunities the market offers are the top reasons 
companies are trading with China

Companies in the services sector are  
most sharply eyeing the Chinese market

Chinese companies face intense sustainability-related 
pressure, so if companies wish to succeed in trading 
with China, they must reduce this 'sustainability 
mismatch' 

HSBC Navigator: Trading with China is a 
survey of 1,758 business decision-makers from  
34 markets who took part in the main HSBC 
Navigator survey conducted between August  
and September 2019. 

Trading with China is the 
follow-up to the 2018 Made 
for China report, in which we 
examined among other things: 

The impact of China’s rising 
affluence, particularly among 
millennials

China’s high demand for high-
tech products and services

Made for China concluded 
that to succeed in the future, 
international businesses need a 
new playbook – 'made in China' 
is no longer enough; they need 
to be 'Made for China'.  

These 1,758 decision-makers represent companies that are currently trading 
with China (comprising 1,173 companies and representing two-thirds of  
the sample) or that intend to start trading with China in the next 3-5 years  
(585 companies; one-third of the sample). 

Our Trading with China report shows:

HSBC Navigator: Trading with China
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Consumerama
China’s transition to a consumption-driven and services-led economy is well 
underway, though it remains years away from reaching the level of the US. 
Regardless, consumption growth will continue – and this is what companies 
looking to expand in, and into, China are betting on.

Why are companies 
Trading with China? 

The top reason, by far, is proven customer demand. 

Next year Next 5 years

Expect sales to grow in the next year

Expect sales to grow

77%

30%

75%
83%

18%
23%

1%
1%

8%

US$18,210

US$62,641

US$25.3 trillion

US$20.5 trillion7%

16%
9%

31%

17%

80%

32%

31%

17%

Sales to stay the same

Sales to shrink

Sales to shrink

Grow by 5% or less

Grow by 6-14%

Grow by 15% or more

Grow by 15% or more

Expectations for future business growth

In the next year In the next five years
Sales to grow 75% 83%
- -Growth of 15% or more 18% 23%
Sales to stay the same 8% 7%
Sales to shrink 16% 9%
Don’t know 1% 1%

GDP

GDP per capita

US

China

Consumption, % of GDP Services, % of GDP

US

100

20,000 40,000 60,000 80,0000

20 30

China

53.3% 82.4%

China US China US*

77.4%

30%

Access to
new partners

52.2%

China’s consumption 
growth is driven by a 
number of factors: 

Wages continue to rise

Non-wage income, such as 
returns from equity and property 
investments, is also increasing

The middle class is spending 
more on better-quality goods 
and services 

E-commerce is fuelling growth 
by enabling goods to reach 
wider regions, unleashing the 
potential in rural areas

These trends have been 
supporting China’s economic 
rebalance towards consumption. 
In fact, consumption accounted 
for 70% of GDP growth in 2018, 
according to HSBC Global 
Research.
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Source: The World Bank, as of 2018 
* 2017 
GDP and GDP per capita measured in purchasing power parity

42% 31% 30%

Proven
customer
demand

Favourable
partnership

opportunities
Access to

new partners

Top three reasons for trading with China

HSBC Navigator: Trading with China
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Partnership opportunities
Another reason companies are trading with China is the partnership 
opportunities. 

These opportunities include those linked to the industrial clusters that have 
emerged from China’s leadership in key industries and sectors. For example, 
according to the National Bureau of Statistics of China, China’s output of 
over 100 light industry products ranks first in the world. 

Such clusters are nigh impossible to re-create elsewhere – just as Hollywood 
has remained the moviemaking capital of the world for more than a century 
and London has held a similar position in banking and finance since the  
Big Bang. 

These well-developed business clusters are a major part of China’s appeal – 
or 'stickiness' – as a place of doing business. Even though certain emerging 
markets have become more competitive because of lower labour costs, 
labour cost arbitrage is no longer the primary determinant of where to 
do business. Factors such as productivity and infrastructure have gained 
importance, and China has significant advantages in these areas. 

A second prominent area relates to China’s private business sector, which 
accounts for a lion’s share of economic activity and is therefore China’s 
growth engine. The private sector continues to invest in research and 
development in order to upgrade their technologies and stay competitive. 

The impact has been evident as China expands its high-tech sectors, 
develops its advanced manufacturing base, and moves up league tables 
such as the Global Innovation Index*. The World Intellectual Property 
Organization ranks China as the most competitive economy in the upper-
middle income group. 

Innovation is one of the five key themes in China’s 13th Five-Year Plan and 
will be an important component of moving China up the value chain. In 
particular the Chinese government has set out to support a number of 
strategic emerging industries such as new energy vehicles, next-generation 
information technology, and biotechnology. 

Belt and Road 
Initiative

While favourable partnership 
opportunities and access to new 
partners have many areas of 
overlap, on the latter it is worth 
mentioning China’s Belt and 
Road Initiative. Strengthened 
connectivity between China 
and Belt-and-Road markets has 
started to accelerate the flow of 
goods, people, and capital. 

Take ASEAN, which has 
overtaken the US to become 
China’s second-largest trading 
partner. The deepening linkages 
between China and emerging 
markets such as ASEAN offer 
companies currently trading 
with China or intending to start 
access to new partners. 

China has been repositioning its 
export competitiveness and as 
Chinese companies move up the 
value chain, they are winning a 
large chunk of market share in 
emerging markets. 

For example, Chinese 
smartphone makers’ market 
share of India, one of the fastest-
growing consumer markets in 
the world, reached 66% in the 
first quarter of 2019 according to 
HSBC Global Research.

HSBC Navigator: Trading with China

*The Global Innovation Index 2019 is a ranking of world economies’ innovation capabilities and results
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Two sides of the same yuan
With strong customer demand and a bounty of partnership opportunities, 
it is easy to understand the optimism companies have when it comes to 
trading with China. 

Among companies that are currently trading with China or that intend to 
start in the next 3-5 years, three-quarters (75%) expect sales to grow in the 
next year – and nearly one-fifth (18%) expect sales to grow by 15% or more. 
In the next five years, more than four-fifths (83%) expect sales growth – and 
nearly one-quarter (23%) expect sales growth of 15% or more.

Expectation for sales growth

In the next year In the next 5 years

Expect sales to grow in the next year

Sales to grow

77%

30%

75%
83%

18%
23%

1%
1%

8%
7%

16%
9%

31%

17%

9%

26%

13%

80%

32%

31%

17%

8%

24%

11%

Grow by 5% or less or stay the same

Expect sales to shrink in the next year

Stay the same

Sales to stay the same

Sales to shrink

Don’t know

Grow by 5% or less

Grow by 6-14%

Grow by 15% or more

Sales to grow by 15% or more

In the next year In the next 5 years

Expectations for future business growth

Expectation for sales growth

In the next year In the next five years
Sales to grow 75% 83%
- -Growth of 15% or more 18% 23%
Sales to stay the same 8% 7%
Sales to shrink 16% 9%
Don’t know 1% 1%

Where there is fast 
growth, there is also 
fierce competition.

Among companies 
trading with 
China, 'increased 
competition' is the 
most cited concern, 
followed by 'new or 
increased tariffs'. 

Companies are signalling that 
protectionism may lead to 
slower business growth – even 
shrinkage – but it is important 
to note that, tariffs on US goods 
aside, China’s average tariff 
rate on the rest of the world 
has been in decline, according 
to the Peterson Institute for 
International Economics. 

In other words, while China has 
increased tariffs on the US, it 
has also removed trade barriers 
with the rest of the world. 

HSBC Navigator: Trading with China
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When Trading with China, 
what should be top of mind? 

One word: sustainability.

As educational and income levels 
increase and living standards 
improve, Chinese consumers’ 
environmental awareness and 
demand for green products 
are on the rise. The change in 
attitude is also a reaction to the 
environmental pollution and food 
safety issues previously plaguing 
China. According to a Hong 
Kong Trade Development Council 
survey, mainland Chinese 
consumption of all kinds of eco-
friendly products is growing.

Chinese companies are facing 
pressure upstream (governments 
and regulators) as well as 
downstream (customers) to 
become more sustainable. More 
importantly, peer pressure is 
intense as companies look to 
steal a march on one another. 
Being less sustainable is putting 
oneself at a disadvantage. 

The importance of being sustainable
Against this backdrop, it is perhaps unsurprising that the 2019 HSBC 
Navigator report finds China to be one of only four markets to cite 
'essential to long-term viability' as the primary motivation for implementing 
sustainable practices. The others are Switzerland, Thailand and Vietnam. At 
30%, companies in China score nine percentage points higher than global 
companies on average and six percentage points higher than companies 
across Asia.   

Motivations for implementing sustainable practices

Top three groups exerting 
sustainability pressure

China Global Asia

Essential to long-term viability 30% 21% 24%

To gain reputational advantage 27% 21% 22%

To improve operational efficiency 27% 26% 28%

To improve transparency and traceability 27% 21% 24%

China

Competitors 49%

Customers 42%

Regulators 34%

Global

Competitors 36%

Customers 34%

Governments 32%

Asia

Competitors 41%

Customers 37%

Governments 32%

China’s green credentials
Coal powered China quickly rose to become the world’s largest 
manufacturer and biggest exporter of goods. Today things have changed. 
Policy direction from the Chinese government is clear and China is among 
the major global economies cleaning up its act. 

China’s 13th Five-Year Plan is its most environmentally-focused economic 
and social development plan to date: green growth is one of its five themes, 
and 10 of the 25 targets are related to the environment. 

At a national level, China is already the world’s largest electric car market 
and has the largest electric bus fleet in the world. At a municipal level, 
Shenzhen became the first city in the world to electrify its entire bus fleet 
and aims to do the same to its entire taxi fleet by 2020.

 

HSBC Navigator: Trading with China

Demand for green
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However, among companies that are currently trading with China or that 
intend to start in the next 3-5 years, 'essential to long-term viability' is only 
the sixth-most cited motivation for implementing sustainable practices. If 
these companies wish to succeed in trading with China, this 'sustainability 
mismatch' will need to be reduced. 

Opportunities and challenges in becoming 
more sustainable
When asked how they would raise their sustainability standards, companies 
in China are keen to invest in technology that can improve production 
and better monitor supply chains. They are also keen to improve energy 
efficiency and the sourcing of clean energy and eco-friendly raw materials. 
These are all signs that policy direction from the government is being felt.

However, Chinese companies’ biggest challenge to raising their 
sustainability standards is by far the extra finance involved. This is followed 
by the extra effort involved as well as the lack of consistent measurement 
and reporting framework. These challenges are similarly identified by 
companies around the world. 

Harking back to the 2018 HSBC Navigator: Made for China report, 
the top three challenges companies found in selling to China were 
understanding the local business culture; customising to meet local market 
needs; and complying with local regulations. 

If companies are to succeed in trading with China, they must fully 
appreciate the sustainability-related demands placed on, and faced, by 
Chinese companies. Otherwise, this 'sustainability mismatch' will hinder 
companies from realising their full potential in China.

If global companies 
wish to succeed 
in trading with 
China, they must 
understand that 
sustainability is less 
of an environmental 
concern and more 
of a business 
consideration for their 
Chinese counterparts. 

Opportunity favours 
companies that can 
meet – even raise – 
China’s sustainability 
standards."

HSBC Navigator: Trading with China
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Goods versus services
It should come as no surprise that, among companies that are currently 
trading with China, those trading in goods account for two-thirds. Since 
2013, China has been the world’s largest trading nation in goods. 

However, among companies that intend to start trading with China in the 
next 3-5 years the split between traders in goods and traders in services is 
closer to 50-50. This speaks to the untapped potential of China’s services 
sector: measured as a percentage of GDP it is smaller than those of more 
developed economies. 

As household income rises, consumption – especially of services – will 
grow. Moreover, as laid out in the 13th Five-Year Plan, sustainable economic 
growth will come from domestic consumption and higher-value-added 
manufacturing. 

It is also important to note that the services sector enhances China’s 
manufacturing competitiveness. According to the OECD, roughly 30% of 
China’s manufacturing exports reflect value-add from the services sector. 
At the inaugural China International Import Expo held in November 2018, 
President Xi Jinping spoke of importing services exceeding US$10 trillion 
over the next 15 years.

Who is Trading with China 
– and what is being traded? 

Asia: Where the growth is

At a regional level, Asia accounts 
for the greatest share of 
companies that are currently 
trading with China as well as 
those that intend to start in the 
next 3-5 years. 

These findings reinforce that 
China is at the heart of intra-
Asian trade. According to HSBC 
Global Research, the share 
of intra-regional trade among 
emerging markets in Asia has 
risen from 43% in 1997 to 53% 
in 2017. At the same time, 
because Asia (including China) 
remains where the growth is, 
it would not be surprising if 
companies from across the 
world increase their weightings 
on Asia.  

Shifting to services

Companies currently trading  
with China or intending to start, 
by region

Services, % of GDP

Goods Services

Currently trading with China 67% 33%

Intend to start in the next 3-5 years 53% 47%

Mainland China 52.2%

US* 77.4%

Japan* 69.1%

Germany 61.5%

South Korea 53.6%

Singapore 69.4%

Hong Kong SAR* 88.6%

Source: The World Bank, as of 2018
* 2017

In the next year In the next 5 years

Expect sales to grow in the next year

77%

30%

55%
51%

25%
27%

13%
15%

5%
6%

31%

17%

9%

26%

13%

80%

32%

31%

17%

8%

24%

11%

Grow by 5% or less or stay the same

Expect sales to shrink in the next year

Stay the same

Grow by 5% or less

Grow by 6-14%

Grow by 15% or more

Asia

North America

Middle East and North Africa

Europe

Currently trading with China
Intend to start in the next 3-5 years

Expectations for future business growth

 
next 3-5 years

Asia 51%

Europe 27%

North America 15%

6%

Currently trading 
with China

Intend to start in  
next 3-5 years

Asia 55% 51%

Europe 25% 27%

North America 13% 15%

Middle East and North Africa 5% 6%

HSBC Navigator: Trading with China
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China’s trade liberalisation efforts  
Among companies that are currently trading with mainland China or that 
intend to start in the next 3-5 years, six markets (Hong Kong SAR, the  
US, Japan, Germany, South Korea, and Singapore) account for more 
than half. All six markets are among mainland China’s most important 
trade partners and they in turn count mainland China as their largest 
merchandise trade partner.  

The fact of the matter is: trade tensions may have escalated; the 
geopolitical landscape may be shifting; but the appeal and importance of 
trading with China remains unchanged, with China’s move up the value 
chain and rising consumer demand creating new business opportunities. 
Our survey indicates that companies from the other side of the Pacific 
Ocean as well as those caught in the trans-Pacific tit-for-tat continue to 
expand both in, and into, China. 

As this report explores, while China has imposed retaliatory tariffs on the 
US, it has also removed trade barriers with the rest of the world.

What it takes to get ready for trading with China  
China as a consumer economy has ample growth potential. As income 
increases, the level of consumption will rise – and this is what companies 
looking to expand in, and into, China are betting on. 

Companies are also increasingly doing business in China because of 
the partnership opportunities it offers. Well-developed business clusters 
have long been a major part of China’s appeal, and this appeal is growing 
as China expands its high-tech sectors and develops its advanced 
manufacturing base. 

As such it is easy to understand the optimism companies have when it 
comes to trading with China. 

But these companies must remember that their Chinese counterparts face 
great sustainability pressure – from governments and regulators, from 
customers, and, most importantly, from competitors. 

Companies that are ready and able to meet – even raise – their Chinese 
counterparts’ sustainability standards will find plenty of opportunities. 
Those that are not may find themselves struggling. 

 

When trading 
with China, 
sustainability 
should be  
top of mind.

HSBC Navigator: Trading with China

Is your  
business  
ready?  
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Appendix

About HSBC Navigator: Trading with China

HSBC Navigator: Trading with China analysed insights from 1,758 
companies that either are trading with China or intend to start in the next 
3-5 years. These companies are part of the 9,131 respondents to the 2019 
HSBC Navigator report. Trading with China explores the opportunities and 
challenges identified by those businesses.

Interviews for the HSBC Navigator: Trading with China survey were 
conducted in Argentina, Australia, Bangladesh, Belgium, Brazil, Canada, 
Egypt, France, Germany, Greece, Hong Kong SAR, India, Indonesia, Ireland, 
Italy, Japan, Malaysia, Mexico, the Netherlands, Poland, Russia, Saudi Arabia, 
Singapore, South Africa, South Korea, Spain, Sweden, Switzerland, Thailand, 
Turkey, the UAE, the UK, the US and Vietnam.

HSBC Navigator: Trading with China
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