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RETAIL SOURCING REPORT
CBX Software’s Retail Sourcing Report provides research and analysis
aimed at informing global sourcing and buying decisions for retailers, brands
and other sourcing and supply chain professionals. Each issue includes a
snapshot of key information and trends impacting global sourcing, such as
economic conditions in sourcing countries, container shipping trends,
currency exchange and commodity rates. We also cover hot topics ourselves
and include insight from analysts and other experts.

If you like this content, please share:
LinkedIn, Twitter

Americas +1.858.264.1133
Asia +852.2378.6300
EMEA +49.89.9040.5110
www.cbxsoftware.com

Statement of Indemnity: CBX Software recommends that any information provided in this report be
weighed against other sources and experts on the individual topics covered. As such, CBX Software
bears no legal or fiscal responsibility for any potential harm or outcome which may result directly or
indirectly from information provided in this report.
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Manufacturing Outlook (PMI)
To help understand industry and economic conditions in a country, the Purchasing Manager’s Index (PMI)
tracks variables such as output, new orders, stock levels, employment, and prices across private companies
in the manufacturing, construction, retail, and service sectors. A reading below 50 indicates contraction from
the previous month, while a reading above 50 indicates growth. While over 40 countries and economic
regions participate in various PMI surveys, this update looks at a short-list of emerging economies and key
sourcing countries to provide indicative trends. (Data Source: IHS Markit)
Q2 2021 Summary: While most manufacturing economies continued to show solid signs of recovery through
Q1 and into Q2, supply chain issues continued to impact availability of raw materials and components,
delaying production. Input costs also increased, which were mostly passed on down the supply chain.
Shipping capacity constraints also resulted in higher transport costs and delays in order fulfillment. Ongoing
Covid outbreaks impacted some countries such as India and Mexico more severely. While a mood of
pandemic recovery prevailed, ongoing supply chain issues continue to create instability.

Jan
2021

Feb
2021

Mar
2021

Summary of Indicators

Brazil

56.5

58.4

52.8

Brazil’s manufacturing recovery softened in March with a spike in Covid cases
resulting in lockdowns and reduced production, yet optimism prevailed for a recovery.

China

51.5

50.9

50.6

Chinese manufacturing continued to expand through Q1/Q2, with growth in new
orders and employment, however inflation and supply issues pushed prices higher.

Columbia

53.3

50.2

52.4

Manufacturing in Columbia continued to recover through Q1, with optimism of Covid
containment, but supply chain disruptions caused delays and increases in input costs.

Czech
Republic

57.0

56.5

58.0

Operating conditions in the Czech manufacturing sector improved markedly through
Q1 with exports rising alongside supply chain disruptions and higher input costs.

India

57.7

57.5

55.4

While Indian manufacturing was in recovery through Q1, a resurgence in Covid cases
put a damper on Q2, with rising input prices and a softening in general output.

Indonesia

52.2

50.9

53.2

Indonesia saw robust growth in new orders and output through Q1 despite higher
input costs and supply chain issues, with finished goods prices increasing.

Malaysia

48.9

47.7

49.9

Malaysia’s manufacturing showed signs of recovery late in Q1, with some growth in
orders, production, and employment despite supply chain disruptions.

Mexico

43.0

44.2

45.6

Business conditions in Mexico continued to suffer in March as ongoing Covid
outbreaks hampered production and supply chain issues pushed input prices higher.

Myanmar

47.8

27.7

27.5

Myanmar’s manufacturing remained virtually shut down following a military coup and
ongoing protests and uncertainty which will limit any recovery in the near term.

Poland

51.9

53.4

54.3

Through Q1 and into Q2, Poland saw record growth in exports alongside high inflation
and supply chain disruptions resulting in ongoing production and delivery delays.

Russia

50.9

51.5

51.1

Despite marginal recovery through Q1, with growth in output, demand and higher
selling prices, supply shortages led to higher input costs and a fall in purchasing.

South
Africa

50.8

50.2

50.3

While business output continued to expand through Q1, supply chain issues and rising
input costs continued to impact production and delivery times in South Africa.

South
Korea

53.2

55.3

55.3

Operating conditions in South Korea’s manufacturing sector continued to improve
through Q1 as output and new orders grew despite supply issues and rising costs.

Turkey

54.4

51.7

52.6

Turkey saw sustained growth in output and employment through Q1 even as the
manufacturing sector battled inflation and raw material shortages, hampering delivery.

Vietnam

51.3

51.6

53.6

Vietnamese manufacturing expanded strongly through Q1 and into Q2 with growth in
export demand and output limited only by higher input prices and supply issues.

Country
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Low-Cost Country Sourcing (LCCS) Highlights
This section looks at selected issues impacting sourcing from key LCCS destinations based on data available
at the time of printing the report, alongside official import/export numbers highlighting global sourcing trends.
Q2 2021 Summary: While signs of recovery continued into Q2, with vaccinations ramping up and export
orders in increasing, not all countries fared as well. India, the Philippines, and others faced renewed Covid
outbreaks, Employment levels were generally down, with large numbers of unemployed factory workers
struggling to survive. While we are seeing a resurgence of manufacturing activity, it has come with higher
costs and supply chain challenges. Only Vietnam and China came through Covid relatively unscathed.

South-East Asia
Cambodia – Cambodia faces renewed challenges due to Covid in Q1/Q2 as strict government lockdowns
impacted lower income groups suffering from lack of access to food, prompting criticism of government
policies. Most affected are those working in construction, garment factories and informal work.
Indonesia – Indonesia’s economy contracted at a lower-than-expected rate in Q1, with higher consumer
spending, stimulus and investment fueling the recovery. While a contraction of less than 1% is expected for
Q1, the economy is expected to grow by 7% year-on-year in April-June. The Asian Development Bank
expects the Indonesian economy to grow in the range of 4% for 2021
Philippines – The Philippine economy is expected to be one of the hardest hit in the Asia Pacific region,
with Covid cases approaching 1 million and deaths at over 16,000 and only one percent of the population
vaccinated by late April. Inflation is expected to be in the range of 4%, with GDP growth in the range of 8%.
The World Bank has given over US $900 million in loans to support Covid recovery efforts.
Thailand – Thailand’s economy shrank by 6.1% in 2020, the worst showing since the Asian Financial Crisis,
as exports and tourism were hit by the pandemic. With a third wave of Covid outbreaks through Q1/Q2
limiting the opening of the economy, GDP growth for 2021 was downgraded to below 3%. Recovery hinges
on government stimulus and trade with Thailand’s largest partner, China
Vietnam – Exports from Vietnam surged by 22% in Q1 to $77.34 billion. Free Trade agreements with the
EU, the regional RCEP and the CPTPP are expected to boost trade in the coming years. The US was
Vietnam’s largest export destination, accounting for almost a quarter of exports, while China accounted for
over 30% of Vietnamese imports. Vietnam remained an attractive destination for supply chain diversification,
growing strongly in the technology space.
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South and West Asia
Bangladesh – The Bangladesh economy showed strong signs of recovery through Q1 and into the first half
of 2021 as exports expanded, factories opened, and stimulus measures took effect. The Asian Development
Bank predicted that GDP growth should be close to 6% for 2020. The apparel industry still faces challenges
of unpredictable demand, smaller orders, and price pressures.
India – India had a tough start to 2021with a resurgence in Covid bringing India’s total case count to over
20 million and over 400,000 cases per day in April. India’s economy which was hit hard in 2020 is now facing
renewed shutdowns and lockdowns which will likely result in contraction for at least the first half of the year.
Pakistan – Pakistan continued to recovery through Q1, until the current wave of Covid which brought more
economic uncertainty. New lockdowns took effect, closing non-essential business and transport through the
Eid-al-Fitr Muslim festival. The economy which contracted in 2020 is expected to post 1.5% growth for 2021.
Turkey – Facing subsequent waves of Covid, Turkey implemented a new stricter lockdown of non-essential
business ahead of coming tourist season. With inflation at double digits and limited government support
many businesses are struggling to survive. Despite the lockdowns and high inflation, the Turkish economy
grew by almost 2% in 2020 and is expected to grow in the range of 4.8% through 2021.
Sri Lanka – Sri Lanka’s economy shrank by 3.6% in 2020, the worst performance in 73 years. Hopes for a
rebound in 2021 are dimmed by renewed Covid outbreaks. Sri Lanka has borrowed heavily from China in to
finance infrastructure and other projects, which has given China increasing influence. After failing to service
a $1.4 billion loan, Sri Lanka had to hand over its strategic Hambantota port to China in 2017.

© 1995-2021 Copyright by CBX Software. All rights reserved.
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China Minimum Wage Trends
Q2 2021 News & Analysis: In 2020, most regions postponed minimum wage increases due to Covid,
except for Fujian, Qinghai, and Guangxi. While Covid is in China’s rear-view mirror, factories are now
struggling to meet demand, facing raw material and component shortages as well as labor shortages.
An ageing population and fewer migrant workers has also pushed wages higher.
According to China’s National Bureau of Statistics, the number of Chinese migrant workers dropped by
1.8% in 2020 to 285.6 million, a decline of over 5 million and the first such decline since 2008. Migrant
worker wages increased marginally by 2.8 percent from a year earlier to 4,072 yuan (US$628). China will
need a steady influx of workers to maintain growth. For the first quarter of 2021, China reported growth of
18.1%. Some companies, such electronics giant Midea are looking to automation or “smart manufacturing;
to address the potential labor shortage We are likely to see more of this trend as China looks to make
productivity gains in it’s push to higher value economic activity.
Note: These are official wage guidelines mandated by each province or region based on
information publicly available as of Oct 1, 2020. As such these numbers serve as an indicator.
Actual wages may include benefits, food, housing etc. Minimum wage is typically 40-60% of
average total wage.020 Minimum Wage Updates (official)

Anhui

Monthly Min Avg Wage
(RMB)
1,550

Beijing

2,200

3.8%

Jul 1, 2019

Fujian

1,800

7.4%

Jan 1, 2020

Chongqing

1,800

20.0%

Jan 1, 2019

Gansu

1,620

10.2%

Jun 1, 2019

Guangxi

1,810

7.7%

Mar 1, 2020

Guangdong

2,200

12.3%

Jul 1, 2019

Guizhou

1,790

6.6%

Dec 1, 2019

Hainan

1,670

12.6%

Feb 1, 2019

Heilongjiang

1,860

10.7%

Apr 1, 2021

Henan

1,900

8.2%

Oct 1, 2018

Hebei

1,900

14.8%

Nov 1, 2019

Hubei

1,750

13.1%

Nov 1, 2019

Hunan

1,700

13.6%

Oct 1, 2019

Inner Mongolia

1,760

8.0%

Aug 1, 2019

Jiangsu

2,020

8.1%

Aug 1, 2018

Jiangxi

1,850

10.1%

Apr 1, 2021

Jilin

1,780

22.5%

Oct 1, 2019

Liaoning

1,810

7.6%

Nov 1, 2019

Ningxia

1,660

12.4%

Jan 1, 2019

Qinghai

1,700

15.2%

Jan 1, 2020

Shaanxi

1,950

8.3%

May 1, 2021

Shandong

1,910

6.7%

Jun 1, 2018

Shanghai

2,480

2.5%

Apr 1, 2019

Shenzhen

2,200

4.9%

Jul 1, 2018

Sichuan

1,780

7.1%

Jul 1, 2019

Tianjin

2,050

5.1%

Jul 1, 2019

Tibet

1,650

17.8%

Jan 1, 2019

Xinjiang Uyghur

1,820

12.9%

Jan 1, 2019

Yunnan

1,670

10.6%

May 1, 2019

Zhejiang

2,010

8.4%

Jan 1, 2019

City/Region/Province

Increase %

Official Update

20.6%

Nov 1, 2019
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Low-Cost Country Sourcing Wage Trends
Below is a snapshot of minimum wages in selected Asian sourcing locations, with the addition of Egypt,
Ethiopia, and Turkey to give a comparative view. Wages vary by region or province and indicate either an
estimated or actual/official rate. In cases with a distinct variance, we provide an average. Currency
fluctuations mean that these figures are approximate at the time of finalizing this report.
Q2 2021 News & Analysis: Most low-cost sourcing countries are still holding off on wage increases with
the current economic uncertainty. Many garment workers laid off during the pandemic were not paid
severance by factories operating on tight margins which begs the question, to what extent are retailers and
brands responsible for their outsourced supply chains. Retailers such as Amazon and Walmart made record
profits through the pandemic, while many workers who produce the goods these retailers sold went hungry.
Note: Figures are provided in USD/month based on currency exchange as of April 1, 2021. Minimum wage
policies are updated as per data available at the time of finalizing this report and are based primarily on
unskilled wages. Consult sources such as Fair Wage Guide or Wageindicator.org to assess and calculate
benchmarks for wages in particular countries and regions not covered here.

BANGLADESH

CAMBODIA

CHINA

EGYPT

ETHIOPIA

$95 (Sep 2020)

$192 (Jan 1, 2021)

$163-$359 (Jan 2020)

$116 (April 2019)

$26 (Jan 2015)

As of September 2020,
the Bangladesh
Ministry of Labor and
Employment approved
a 94% minimum wage
increase for leather
goods and footwear
workers from 3,652
taka (2013) to 7,100
takas (US $85).

Cambodia announced
an increase to their
minimum wage from
US$190 to $192,
effective January 1,
2021. The minimum
wage only applies to
workers in the textile,
garment, and footwear
industries.

Minimum wages in
China are set by local
governments and have
varying wage formulas
(with housing, food,
overtime etc.)
Actual 2020 wages for
manufacturing jobs in
China are much higher
at US$870/month

Egypt raised their
minimum age to 2000
Egyptian pounds ($116)
from 1200 pounds,
applying to all workers,
with higher increases
going to the private
sector. This increase
came ahead of a June
30, 3029 target date.

Ethiopia is still working
on a system to
determine a minimum
wage for the private
sector. Entry level
wages in the textile
sector range from $35
to $40. The base
minimum wage is
officially $18/month.

INDIA

INDONESIA

LAO PDR

MALAYSIA

MYANMAR

$94-$236 (Oct 2020)

$120-$298 (Oct 2020)

$124 (May 2018)

$270-$295 (Jan 2019)

$80 (Mar 2018)

The Indian Parliament
is in the process of
reforming labor
policies. By September
of 2020 3 of 4 labor
bills passed through
and await final
approval from the
Indian President.

As of Q4 2020,
Indonesia is working to
finalize a controversial
Omnibus Bill focused
on creating jobs in
labor heavy industries,
to create jobs and
incentivize foreign
investors.

The Lao Government
approved an increase
in minimum wage from
Kip 900,000 (US$107)
to Kip 1,100,000
(US$142)) in key
provinces which took
effect in May 2018.

Malaysia implemented a
nationwide minimum
wage of RM 1,100 as of
January 2019. Wages
vary by region and are
supposed to be
reviewed every 2 years.
The new directive is
being enforced widely.

Myanmar revised its
minimum wage from
K600 ($2.70) per day
to K4,800 (3.60) or
K600/ hour for an
eight-hour workday in
2018. This is increase
of 33%, mostly affects
garment workers.

PHILLIPPINES

SRI LANKA

THAILAND

TURKEY

VIETNAM

$132-$190 (Jan 18)

$67 (Mar 2016)

$248-$265 (Apr 1/18)

$482 (Jan 2020)

$132-190 (Jan 1/19)

Wages in the
Philippines vary by
region, skill level and
wage classification.
Negotiations are still
underway, but Manila
for example saw a 21
Peso ($0.42) increase
in their daily wage to
491 Pesos ($9.82) in
Q4 2017.

Sri Lanka adopted two
laws on minimum
wages as of early
2016, mandating a
minimum wage of Rs
10,000 (+/- $67) and
an increase of Rs
2,500 (+/-f$17) for
workers earning less
than Rs 40,000 per
month (+/- $270)

Thailand is in the
process of updating
their minimum wage
from a current
minimum of 308 – 330
Baht per day to a
proposed 400 Baht per
day. Most businesses
are opposed to this
higher wage as being
too high.

To combat inflation of
close to 12%, Turkey
announced a minimum
wage increase of 15%,
effective Jan 1, 2020 to
2,324 liras/month
(US$381) net. This
brings the gross
minimum wage (before
deductions) to 2,943
liras/month (US$482).

Vietnam announced
they will increase their
minimum wage by
5.3% in 2019. This
increase was lower
than the 2018
increase of 6.5%.
Wages range from
$125-$180 / month
across 4 key regions
in Vietnam.

© 1995-2021 Copyright by CBX Software. All rights reserved.
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Container Freight Rates & Trends
Q2 2021 News and Analysis: Rates on most trade rates have continued to reach new highs as demand
increased and capacity remains constricted. Continued supply chain disruptions, port congestion and
capacity constraints suggest that rates will remain strong at least until late 2022, given that many shippers
have locked into long-term contracts. Carriers which struggled prior to the pandemic have reported record
profits, including Cosco which reported a net profit of $2.39 billion in Q1. Demand for containers remains
strong as backlogs are reported at ports, with surcharges for prioritizing container loading. While additional
capacity in both containers and ships may be added, this is a longer-term solution, which may not make
sense given demand is likely to fall off in the coming years.
Asia - North-Europe Trade Lanes
Spot rates for Asia-Europe bound
cargo were up by almost 400% in April,
with rates on Asia-Mediterranean
routes up over 300%. While rates were
expected to fall-off in Q4 or when
Covid lockdowns end, this has yet to
happen.
The cost of shipping a 40-foot
container from Asia to Europe has
risen from around $2,200 to around
$8,000 in Q2. Shippers have reported
that import volumes are beginning to
moderate following heavy restocking
in Q4 2020 and Q1 of this year.

Asia – North America Trade Lanes
Rates on trans-Pacific container routes
from Asia to the US reached
unsustainable highs in Q1 and into Q2,
but are expected to lower moderately
toward the second half of 2021.
During contract negotiation, some
carriers are offering shippers multi-year
contracts at deep discounts, indicating
they expect prices to drop. In late April,
Asia-West Coast rates (per 40 foot
container) went above $5,000 (an)
increas of over 130%) while East-Coast
rates when above $6,200 (an increase
of over 150%).
Sources: IHS Markit, Joc.com, Alphaliner, SeaIntel
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Trading Currency Rates & Trends
Following are exchange rates and indicators for major currencies commonly factored into global sourcing
costing estimations. Volatility in the US dollar should continue through 2021 as uncertainty over Covid, the
US economy and the increase in US money supply is likely to weaken the USD. Many analysts are bullish
on European recovery, with the Euro expected to continue appreciating against the US dollar, assuming
European recovery from Covid continues. With the Chinese economy performing strongly, the Chinese Yuan
appreciation trend continued into 2021, reaching a three year high, with some concern of exports becoming
more expensive. The Chinese currency is expected to trade in the range of 6.40 to the USD through 2021.
EUR / USD (April 2020 - May 2021)
Through Q1 and into Q2, the Euro has continued a trend of appreciation against the USD that we saw in
2020. Covid lockdowns in many European countries are expected to end in the coming months as
vaccinations ramp up and European countries have reported better than expected economic results, which
should push the Euro higher against the dollar through Q2.

EUR/USD

Low

High

2 year
1 year
1 month

1.06
1.08
1.19

1.23
1.23
1.21

EUR / CNY (April 2020 - May 2021)
The euro and Chinese Yuan have remained flat against each other, while the Euro had gained around 10%
against the Dollar. Through 2021, the Euro to Yuan dynamic is expected to remain unchanged, however by
late 2021 the Yuan is likely to appreciate further.

EUR/CNY

Low

High

2 year
1 year
1 month

6.55
7.68
7.76

8.31
8.31
7.86

D
USD / CNY (April 2020 - May 2021)
The Chinese yuan continued to gain against the USD into Q2 as new trillion-dollar stimulus measures in the
US were announced and China’s economic forecast for the near term looked strong. The dollar downturn is
expected to continue through Q2 depending on how the US handles rising inflation and unemployment.

Sources: XE.com, News/Analyst Reports
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Low

High

2 year
1 year
1 month

6.41
6.41
6.41

7.17
7.16
6.52
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Global Commodity Rates & Trends
Q2 2021 News & Analysis: Commodity prices reached their highest point in ten years in Q2 after hitting a
four-year low in March 2020. Prices are expected to exceed current levels through 2021 based on the
economic rebound as vaccines are rolled out and demand for raw materials remains high. Energy prices will
likely increase by a third this year, with oil trading in the $60 plus range and metals expected to rise by at
least 30%. The only downside risks are renewed outbreaks of Covid strains and withdrawal of government
stimulus measures driving infrastructure projects in the US and elsewhere. China is one of the biggest
demand drivers, consuming commodities both for export consumption and for infrastructure projects.

Crude Oil
Oil US$ per barrel

70
65
60
55
50
45
40
35
30
25
20
15
10

Dated
Brent,light
blend 38
API
Dubai,medi
um, fob
Dubai
Fateh 32
API
West
Texas
Intermedia
40 API,
Midland
Texas

Rubber

Oil prices continued to
increase on optimism over
economic
growth
and
ongoing stimulus measures.
Prices also surged after a
cyberattack in early May
shut down the largest US oil
pipeline, halting oil supply,
Of note, China is in advance
talks with Saudi Arabia to
purchase a 1% share in
Saudi Aramco, which will
secure
China
strategic
influence in the Middle East.

Natural rubber is in short
supply due to Covid shutdowns, China stockpiling
and supply chain issues. The
auto sector, already facing
material shortages, was hit
extra hard, the shortage is
partly due to limited capacity
as historically low prices
gave low incentive for farmer
to plant rubber trees. Floods
and plant disease have also
taken a toll, along with more
rubber being used in PPE.

Rubber, No. 3 Smoked Sheet (RSS3), Singapore Exchange
Price in US cents per kilogram
2.6
2.4
2.2
2.0
1.8
1.6
1.4
1.2
1.0

Metals
Metals US$ per metric ton
28000
26000
24000
22000
20000
18000
16000
14000
12000
10000
8000
6000
4000
2000
0

3000
2792

2000
1948

1000
168

0

Tin
Zinc

Aluminum
Lead

Copper
Iron

Metal prices are expected to
increase by at least 30%
over 2021, continuing a trend
from 2020. Demand is still
strong among consumers
and
for
infrastructure
projects
as
economies
recover from Covid. Some
metals such as tin, used in
electronics have soared by
almost 50%. Booming still
prices have pushed capacity
to maximum levels.

Nickel
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Cotton
US cotton exports to China increased by 276% year-on-year as of April 2021, which despite reduced
demand from other markers, drove overall increases in US cotton shipments. With IMF predictions that the
global economy should expand by 6% in 2021, demand from other markets will also increase, which
should lift prices. While demand and prices fell during the early months of Covid, overall prices have
increased year-on-year in line with a pick-up in global demand. Political issues around US and European
restrictions on cotton from Xinjiang over human rights issues, add some uncertainty to the market.

Source: Cotton Inc, News Reports

Plastics and Synthetic Fibers
Q2 2021 News:
With high freight rates and lower demand for synthetic fibers, prices are expecting to decline in the
near term. For example, polyester yarn prices moved up through Q1, then declined into Q2. A
growing preference for natural fibers is also impacting synthetic fiber demand.

1.0

Plastics & Fibers, Regrind/ Flakes (Euros/kg)

0.9
0.8

Nylon

0.7
0.6

Polyester

0.5

ABS

0.4

PVC

0.3

PP

0.2

PS

0.1

Sources: IMF data, Plasticker, ICIS
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Quality Control Indicators
This report frequently covers quality control and quality assurance issues. Audit and inspection data,
provided by QIMA, which tend to mirror sourcing activity, provide an indicator of activity and trends
in various sourcing regions.
Indicators showed a strong rebound in sourcing and corresponding inspections, with China, Vietnam, India,
and Turkey all showing sustained levels of growth. The data also shows an increase in compliance violations
as suppliers scramble to ramp up production in a climate of raw material shortages and supply chain issues.
Vietnam is one country seeing strong growth as a buying destination for both US and other global buyers.
While India is currently suffering under a resurgence of the pandemic, it is also another favored sourcing
destination, with data showing a 72% year-on-year spike in inspection demand and audits in Q1. China has
experienced a strong recovery, but volumes are still down relative to the pre-pandemic period, especially in
textiles, which is indicative of the shift to alternate sourcing destinations.
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Focus Topics
China-US Relations – Where are they headed?
China recently released their 14th Five Year Plan and the renewed focus on “Made in China” policies, a bone
of contention with the US, suggests that China/US trade and political tension will continue. The plan has
more of an internal focus on strengthening the domestic economy and cutting the reliance on foreign
technology and imported resources. The long-term goal is to turn China into a self-sufficient advanced
economy and a leader in important emerging industries. Unlike other five-year plans, there are no specific
GDP growth targets.
It looks like the big buzzword which will define US/China relations in the next few years is “dual circulation”,
referring to China’s policy of reorienting their economy toward internal consumption without closing off from
the rest of the world. This policy is not new but has been reiterated repeatedly by Beijing this year. For China
to join the ranks of
“advanced economies,” it
will need to step up
private
consumption,
which currently stands in
the region of 40%, far
lower than the 60% seen
in developed economies
such as the US.
One of the questions in
US/China relations going
forward is what stance
Biden
will
take.
Expectations are that the
Biden administration will
roll back some of the
tariffs and restrictions on Chinese enterprises implemented by Trump. Encouragingly, the US recently lifted
a ban on Chinese smartphone maker Xiaomi and have shown other signs of moderation. Certainly we can
expect a more civilized dialogue between the two, however given the long term implications, it’s unlikely the
US will back off entirely on protection of intellectual property and other issues that will help China compete
globally.
Starting with Trump, the US suspended or exited many international trade agreements, a trend which Biden
has not yet reversed. At the same time China has been busy forging international trade partnerships such
has the RCEP and the CPTPP and building out their Belt and Road initiative which is securing their influence
across Asia, Africa and wherever else they can extend it. Critics of the Biden administration argue that a lack
of international trade strategy is a weakness. Aside from China’s strategic external investment moves, as of
2019 China surpassed the US as the largest recipient of foreign direct investment. Meantime, many US
companies are finding it harder to operate in China where they face restrictions on foreign enterprises, the
need to have a local partner and lack of intellectual property protection.
Biden’s strategy so far has been to forge stronger ties with Japan and European countries to counter China.
Part of the problem is the underlying belief by both Republicans and Democrats that globalization has worked
against American jobs and interests. So while China looks internationally to support their internal growth, the
US continues to try to protect against foreign competition to secure American jobs and other interests. History
will tell, but this inward focus and defensive strategy might give China the edge it needs.
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Post Pandemic Recovery Predictions
As global economies shift from survival to recovery, the good news is that economies are generally
rebounding at a good pace. In a recent McKinsey Global Survey, 69% of respondents believe that global
economic conditions will improve in the next 6 months. The UN recently raised its global economic
forecast to 5.4% growth for 2021. The unwelcome news is there is still a lot of uncertainty over Covid as
both input prices and finished goods prices are going up, while wages are not.
Looking at advanced economies, Europe and the US are expected to regain their pre-pandemic levels of
output by the end of this year. There are differences in outlook though, with Europeans generally less
optimistic over employment prospects that Americans. Many analysts believe that post-Covid economic
recovery will be uneven, with emerging economies in South Asia, Africa, and the Caribbean faring worse.

Inflation was not much of an issue in advanced economies in recent years, but this looks to be changing as
the pandemic winds down. In May, the US government announced that the consumer price index was
4.2% higher year on year, the fastest increase since the 2008 downturn. American consumers are seeing
higher prices for food, fuel, and housing. This makes sense when we look at raw material and commodity
prices which have all soared over the past year. Shipping rates from Asia to Europe and the US have more
than doubled, oil prices have reached multiyear highs and lumber prices have tripled. At least in the near
term we will be hearing about supply chains as capacity constraints and material shortages cause delays
in order and prices keep increasing.
The way people work, behave, and spend has all shifted during the pandemic and some of these changes
may be longer term. Consumers are by necessity behaving differently which has implications for the types
of businesses that will do well and those that will fail post-Covid. Covid saw the rise of digital shoppers and
the adoption by many businesses of new ways to interact with their customers. Nesting is likely to continue
to be a trend. With a focus on productivity, increasingly automation and robots are being used, which
obviously poses a threat to employment.
The IMF and the World Bank predict longer term scars post-Covid. Most economies are experiencing a vshaped recovery, with contraction following the initial upswing. The big concern in the Covid recovery
period is inflation and how economies will fare once stimulus measures end and market forces set in again.
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