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As we look for compelling investment opportunities in China, it’s important to pay close attention to the country’s
shift from an industrial economy to one that’s driven by consumer spending—and analyze the trends shaping
consumption among China’s emerging middle class.
China is home to a dynamic and massive consumer market. Individuals are no longer saving as much as they used
to, and this has driven growth in consumer spending.
It’s worth noting that some investors wonder how much longer increased consumer borrowing can fuel
consumption increases. But for now, the growth persists.
Much of China’s consumption habits are geared toward luxury goods and travel. Not surprisingly, Chinese
millennials are the driving force behind many of these spending patterns. But these trends are playing out in older
generations as well.
Sizable, Well-Connected Market
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There are 415 million millennials in China. This is more than the combined workforce, of all ages, in the United
States and Western Europe. Chinese millennials now make up 17.8% of their age group worldwide, behind only
India, home to 454 million millennials.

Broadly speaking, China’s millennials are confident, modern, and well educated. They like high-quality, beautiful
items, and they don’t feel guilty about owning luxurious things and enjoying life.
They’re also connected to the world. They’re enthusiastic smartphone users and comfortable with big data in ways
that consumers in other countries aren’t. Chinese consumers show far lower sensitivity to data privacy than those
in the Western world or Japan.
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Spending Across Borders and Generations
The Chinese are now the world’s largest overseas tourism spenders. According to the World Tourism Organization
(UNWTO), Chinese tourists spend $260 billion, more than double what Americans spend.
Luxury items are a high priority for Chinese consumers, whether traveling abroad or at home. According to
McKinsey, Chinese consumers accounted for 32% of global spending on personal luxury goods in 2016, a figured
that is expected to increase to 44% by 2025.
Moreover, Chinese spending on luxury goods is growing at 9% a year, three times greater than luxury spending by
all other consumers globally. It’s estimated that by 2025, 7.5 million wealthy Chinese households will spend about
1 trillion renminbi in luxury goods.

4

It’s not only Chinese millennials who love to travel the world and spend. Consumption growth among older
Chinese is particularly notable because it doesn’t fit the typical life stage spending patterns seen in the Western
world.
This is largely a result of the fact that per-capita consumption among older Chinese was very low to start with.
Now that their incomes are rising, they have a lot of catching up to do from a spending perspective—even at a
stage in life when consumption by Westerners typically slows. This growth from a low base is partly why we believe
that this Chinese cohort has tremendous consumption power.
It’s also an example of why investors need to closely analyze spending habits in China to fully understand growth
opportunities related to the country’s increasingly consumption-driven economy.

To access more insights about how William Blair is reaching beyond traditional investment analysis to think about the
white space between asset classes, sectors, geographic regions, and investment teams, we invite you to explore other
posts about sessions at our 2018 CONNECTIVITY conference.
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Vivian Lin Thurston, CFA, partner, is a portfolio manager and research analyst on William Blair’s Global Equity team.
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Disclosure:
Please carefully consider the Funds’ investment objectives, risks, charges, and expenses before investing. This
and other information is contained in the Funds’ prospectus and summary prospectus, which you may obtain
by calling +1 800 742 7272. Read the prospectus and summary prospectus carefully before investing. Investing
includes the risk of loss.
Any statements or opinions expressed are those of the author as of the date of publication, are subject to change
without notice as economic and markets conditions dictate, and may not reflect the opinions of other investment
teams within William Blair Investment Management, LLC or the Investment Management Division of William Blair &
Company, L.L.C.
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after
careful consideration of an investor’s objectives, guidelines, and restrictions.
Factual information has been taken from sources we believe to be reliable, but its accuracy, completeness or
interpretation cannot be guaranteed. Investments are subject to market risk. Forecasts, estimates, and certain
information contained herein are based upon proprietary research and should not be interpreted as investment
advice, as an offer or solicitation, nor as the purchase or sale of any financial instrument. Statements concerning
financial market trends are based on current market conditions, which will fluctuate.
William Blair does not provide legal or tax advice. Please consult your tax and/or legal counsel for specific tax
questions and concerns.
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