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CHINA 2021 PROFITABILITY. 

The high frequency data for all the main elements of the Chinese economy, covering the calendar year 

2021, are now in. They show in all cases, that it was a year of two halves. Rapid growth in the first half, 

deteriorating growth in the second half. This can be seen by the GDP track. Although average annual GDP 

growth rate reached 8.1%, by the final quarter that had halved to just 4%. 

Graph 1. 

 

Due to the strength of exports the annual rate of turnover picked up slightly but is still 45% down on its 

peak 10 years ago. Measured in days, the average circulation of capital has risen from 36 days to 66, an 

astonishing increase of 30 days requiring more capital and providing fewer profits when measured 

annually. This will be reflected in Graph 4 which looks at the Complex Rate of Return (measure of profits). 

Graph 2. 
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The improvement in turnover did not derive from faster retail sales. Although they were up 12.5% year 

on year, most of that was concentrated in the first half of the year. By December the annual growth in 

sales had fallen to 1.7%  or 3% when motor vehicle sales were excluded. After factoring in price rises, 

there was no real growth by year end. Despite faltering sales, China’s 2021 retail market at CHY44,082.3 

billion or $6.835 trillion (at an exchange rate of 6.45), was still 4% bigger than US retail at $6.597 trillion.  

Graph 3. 

 
http://www.stats.gov.cn/enGliSH/PressRelease/202201/t20220118_1826503.html  
 

China benefited significantly from exports at inflated prices. The trade surplus surged to $676.4 billion, 

the highest ever annual country surplus. This was up 60% on 2019 adding 2.5% to GDP. This helped boost 

the complex rate of return in China from 5.1% to 6.2%, still down by one third from its peak ten years ago. 

Graph 4. 
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To remind the reader, the term complex rate of return is used deliberately. The Statistical Bureau in China 

does not separate out financial assets from produced assets when it provides ‘total assets’. Thus ‘total 

assets’, which includes inventory, is larger than fixed assets and consequently the complex rate of return 

is lower than the rate of return when measured in the West. Thus not directly comparable. 

Predictably declining profitability has led to a decline in the rate of investment. At 4.9% for the year the 

annual rate was no higher than pre-pandemic. This indicates that industrialists in China correctly viewed 

the riches flowing in during the year from the Covid Funds uplift, to be a temporary phenomenon.  

Graph 5. 

 

However, as the following two graphs show, R&D spending remained strong. China has the second highest 

country spend at $567 billion, compared to the US at $613 billion, with the gap closing. 

Graph 6. 
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Graph 7. 
 

 
http://www.stats.gov.cn/enGliSH/PressRelease/202201/t20220127_1827065.html 
 

I have included R&D to introduce a topic which could still be a driver for the Chinese economy, where 

Chinese industry increasingly replaces capital goods sourced from other countries such as Germany. This 

is particularly relevant for the electronics industry. The Dutch CEO of ASML, the world’s sole provider of 

EUV lithography machines capable of etching below 7 nm predicted that China would become proficient 

at producing its own chip making equipment at every level within 3 to 15 years (that was a year ago). Two 

recent advances in China - a more powerful UV light source and lens coatings - suggests it is going to be 

closer to 3 years. “It is estimated that China will be able to achieve a key breakthrough in the development 

of deep ultraviolet (DUV) lithography systems in less than three years, and in EUV in less than five years.” 
https://www.globaltimes.cn/page/202107/1228983.shtml#:~:text=From%20an%20industrial%20perspective%2C%

20when%20the%20market%20drive,and%20in%20EUV%20in%20less%20than%20five%20years.  

Having closely monitored Chinese technological developments latterly, particularly its proficiency at 

producing an indigenous chip industry and its ability to produce a comparable jet engine (the most 

complex piece of engineering alongside lithography machines) I am of the opinion that China has reduced 

it technological gap in strategic areas to three years. And it is closing rapidly. How rapidly, depends on its 

ability to harness its Military-Civil Fusion (MCF; 军民融合) Development Strategy. 

This was the same strategy which the Pentagon inspired in the late 1980s, and which gave birth to the 

information age underpinning the renaissance of the US economy. This at a time when US industry was 

being outcompeted in all other sectors. 

Ukraine is all about China. 

In order to focus on China and encircle that country, the Pentagon and US State Department have to first 

neutralize Russia with its formidable and advanced military capacity. I always refer to the State 

Department, which matured during World War 2, as the world’s first global government.  A secretive 

unelected government which was a threat to the entire planet. I prefer the designation of the axis formed 

http://www.stats.gov.cn/enGliSH/PressRelease/202201/t20220127_1827065.html
https://www.globaltimes.cn/page/202107/1228983.shtml#:~:text=From%20an%20industrial%20perspective%2C%20when%20the%20market%20drive,and%20in%20EUV%20in%20less%20than%20five%20years
https://www.globaltimes.cn/page/202107/1228983.shtml#:~:text=From%20an%20industrial%20perspective%2C%20when%20the%20market%20drive,and%20in%20EUV%20in%20less%20than%20five%20years
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by the Pentagon and the State Department to that of the Industrial-Military Complex. This is where real 

power lies and given the modern State Department emerged in order to dominate and police the world, 

it is not about to give this role up now. 

Secondly, by sucking Europe into this confrontation, the US both strengthens its hold on Europe while 

weakening it. This is a traditional imperialist ploy which unfortunately the EU has fallen for. Once again, 

the Baltic States including Poland have shown themselves to be the Trojan Horse for US and British 

Imperialism. They have helped the US economically while harming the EU, which can be seen for example 

in the case of gas shortages and elevated prices relative to the US economy, primarily due to these 

countries leading the opposition to Nord Stream 2. And they have done so despite the impact this 

opposition has had on the standards of living of their own people. The US does not have one rival, China, 

it has two, with the EU being the second. The US seeks to ensure that Europe does not benefit nor take 

advantage from any confrontation with China, just as in World War 2, when the US engineered the 

bankruptcy of its ally Britain, even while it fought Germany and Japan. 

The US will not give up on its Russian strategy. It will keep piling on the pressure, baiting Putin, and upping 

the ante. This is how wars start, one step too far. 

Conclusion. 

It is unlikely that the flurry of monetary easements  announced by the People’s Bank of China will improve 

the sagging economy. It is unlikely that these easements will even offset the tightening of international 

monetary conditions by the FED, the B.E. and the ECB, which so concerns Xi. It is likely that the weakening 

of conditions seen in the second half of the year will become more entrenched and intractable.  

The US and China are two boxers with glass jaws fighting in a ring formed by the law of value whose ropes 

are closing in on them. As the fictitious stuffing comes out of their gloves, so each blow jars their 

economies all the more. Both economies are in crisis and living off borrowed time. In the case of China, it 

is the property market, and in the case of the USA it is the stock markets. 

Workers internationally remain mere spectators. However, they need to elevate themselves and fulfil the 

tasks history has set them. To jump into the ring and dominate it, to prevent their bosses forcing them to 

choose sides, thereby preventing these two bruised boxers pulling the roof down an all our heads.  

Nor are both administrations secure. As investment and profitability ebbs in China so too does the ability 

of the CCP to support living standards. In the cities, the urban youth are growing more resentful and 

disaffected, especially over the absence of affordable housing and better paid jobs. Xi may think that he 

is president for life, but he only thinks that, the law of value which the CCP has unleashed and sought to 

tame, may have a different opinion. 

 

Brian Green, 3rd January 2022. 
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