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Introduction
 
Whereas executives, strategists and 
investors were previously excited 
about the short- and long-term 
growth opportunities of the Chinese 
market, it is fair to say that some now 
feel a sense of disenchantment.

The economic impact and uncertainty 
caused by the zero-Covid policy, 
alongside continued geopolitical 
tensions, mean the challenges of 
operating in the market are that much 

greater at present. But if you look 
at the development and innovation 
that will be needed over the coming 
decade to address China’s needs and 
challenges, China will remain a unique 
market opportunity for many foreign 
companies. We believe that, despite 
the current challenges, they should 
not lose sight of the future prize.

Indeed, China has many sectors that 
will grow extraordinarily in terms of 

acceleration and size by 2030. In this 
paper, based on our own extensive 
research over recent months, we set 
out a compendium of 25 sectors, 
industries and product categories 
that could see fantastic growth over 
the decade ahead with CAGR of 15% 
and upwards. Some markets coming 
from a small base (i.e. below US$1bn 
market value currently) could witness 
exponential growth.
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Super drivers

We believe these opportunities are 
driven by four super drivers as we 
term them:

Self-sufficiency: China is in a race to 
make strategically important sectors 
self-sustaining and independent from 
foreign sources and technology.

Decarbonisation: China needs to 
pass its carbon emissions peak by 
2030 and approach net zero by 2060. 
Chinese authorities and policy makers 
understand that this is the only way 
to maintain stability and common 
prosperity.

Demographic shifts: Over the 
next decade China’s Generation Z, 
those born after 1995, are going to 
start spending serious money. Their 
specific, sophisticated needs will need 
to be met. 

Smart services: China is on an 
upwards trajectory in terms of 
automation. It is already the world’s 
largest robot maker and with its fast-
advancing competency in digital tech 
many exciting fields are opening up.

Vector companies

Several years ago we developed 
the concept of ‘vectors’, emerging 
companies which spawn entirely new 
sectors and pull swathes of suppliers 
in the value chain behind them. 

The extraordinary characteristic 
of these vector companies is that 
they often appear out of nowhere, 
yet within a few years are listed 
on the stock market and enjoy a 
growth trajectory akin to a hockey 
stick curve. Examples include 
Alibaba (e-commerce), DJI (drones), 
SenseTime (face recognition), and 
CATL (batteries), to name but a few.

Many new local vector companies 
will emerge in the sectors that 
are affected by the four super 
drivers. Indeed, as the chart below 
shows, several industries and 
product categories will be affected 
simultaneously by all four drivers, 
adding to their appeal.

It is also worth stressing here that this 
list is by no means exhaustive. Indeed, 
there are potentially many other 
sectors and product categories we 
could have added which are driven 
by the various super drivers. 

How to read this white paper 

We have organized this white paper 
according to these four super drivers, 
exploring a set of exciting markets 
related to each one, and the products 
and services that will benefit. We 
conclude with considerations for 
international companies operating 
in China: the need for real in-market 
innovation; the role of Chinese 
partnerships in providing market 
access; and the potential to use local 
financing to support future growth.
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Super driver 1: 
Self-sufficiency
 
China is in a race to make strategically 
important sectors self-sustaining and 
independent from foreign sources 
and technology. The trend, articulated 
in the ‘Made in China 2025’ policy 
and subsequent policy goals for the 
country to be technologically self-
sufficient by 2035, has only been 
further amplified by the pandemic.

Over the coming decade we are 
going to witness the effects and 
benefits of China’s efforts to establish 
and strengthen its local competences. 
The grand vision of social and 
economic development alongside 
“common prosperity” is deeply 

engrained among policy makers, and 
China believes that enterprises and 
value-chains which are not vertically 
integrated are weak and exposed.

Companies within these value chains 
are also concerned about not being 
able to source the equipment, 
systems or spare parts necessary to 
stay competitive. As such it is little 
surprise that the last six years of 
global trade disputes and sanctions 
have fuelled the efforts of entire 
sectors to become self-sufficient. 

In this section, we highlight eight 
sectors that will experience massive 
investments to strengthen the 
economic autonomy. Foreign 
companies should consider how to 
participate. Some will face constraints 

due to the national security concerns 
of their home governments, while 
others may face new market access 
barriers or requirements imposed 
in China.  In many sectors, foreign 
companies will need to establish 
local production and supply chains, 
and possibly also joint venture 
partnerships with local companies. 
Market access rights may be murkier 
in other sectors, as in the case of 
the telecom sector, where foreign 
suppliers face (unofficial) quotas. 
And then there will be some sectors 
with explicit but highly sensitive 
requirements, such as the need for 
operators of ‘Critical Information 
Infrastructure’ to store within China 
all data collected or generated from 
local operations.
 

Food: GMO crops to grow 5,000 fold

China’s remarkable social and economic development 
over recent decades has led to a large increase in demand 
for food and feed, and subsequent reliance on imported 
meat, dairy and grains including soybeans from the US. 
In the face of rising external uncertainties, and the risk of 
disruption to the agricultural supply chain, Beijing has been 
ramping up efforts to safeguard food security for its 1.4 
billion people, with an added emphasis on the importance 
of self-sufficiency.

But China faces significant constraints in terms of water 
resources and arable land. Intensification has contributed 
the dominant share of increased output over the past 
20 years, boosting demand for agricultural chemicals, 

farming equipment and concentrated feed, but coming at 
the cost of significant air and water pollution. Meanwhile, 
concerns about food security have been exacerbated by 
the proliferation of disease epidemics and natural disasters 
that have weakened outputs.

As the limits of intensification have been reached, China 
will now need to turn to innovation to drive up yields, and 
crop yields in particular. With the issuance of national level 
certification standards earlier this year, we believe that the 
use of GMO crops, with their higher yields and greater 
resilience, are going to soar over the coming decade in 
China. The market for GM corn and soybeans may reach 
US$5bn by 2030, approaching a similar penetration rate 
as the US back in 2010 (80% of crops being GMO). This will 
benefit suppliers of GMO seeds and associated products.
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Pharmaceutical supplies: Local production capacities 
will grow three to five times 

The Covid pandemic has made it painfully clear that China 
requires more local capacity in its pharma sector. For 
instance, whereas western governments were able to re-
shore vaccine and medical supply production capacities 
back in 2020, China is still dependent on factories outside 
of the country. Although China is building up massive in-
country production capacities (the total domestic market 
size is set to triple by 2030), some 65% of its US$65bn 
biopharma market was still imported in 2021.

At the same time China’s biopharma sector has 
traditionally been rather vertically integrated and it has not 
separated the drug producer from the seller or distributor. 
So, the same company that runs a drug factory is also in 
charge of marketing it.

Market opportunity

The pharma R&D outsourcing market, including 
outsourcing services for CMO (Contract Manufacturing 
Organisations) and CDMO (Contract Development and 
Manufacturing) and clinical research studies, is expected 
to grow from US$12bn in 2021 to US$83bn by 2030, 
approaching 30% of global value.

Driving this growth China will build many new pharma 
plants this decade. This opens up opportunities for players 
linked to clean rooms and production process equipment 
and technologies such as bioreactors, bio-freezers, 
sterilization equipment, dryers, centrifugal concentrators 
and biomedical analysers, as well as testing and packaging 
equipment.

Foreign companies tend to be global leaders in such 
technologies but they have been facing an increasing 

China’s biopharma industry 
size

in USD bn

65

199

2021 2030E

x3 

Source: Frost & Sullivan, Huajing
Industry Research Institute. 

China’s pharma R&D 
outsourcing market

in USD bn

15

83

2021 2030E

x5.5 

Source: Frost & Sullivan, Wuxi 
AppTech, InterChina analysis.
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challenge from local players over the last five years or 
so, boosted by local governmental goals to foster the 
biopharma sector within their own provinces.

For instance, Guangdong wants its biopharma revenue 
to reach RMB 1tn by 2025, with the city of Shenzhen 
aiming for a RMB 200bn market alone. Other provinces 
are equally ambitious. For instance, Wuhan wants its 
biopharma revenue to reach RMB 500bn by 2030 
and Wuxi has set a goal to be home to at least 1,500 
biopharma companies with an accumulated industry value 
of RMB 200 bn.

Product delivery

Other opportunities arise around product delivery. China’s 
healthcare cold chain (to cool vaccines and pharma 
products) lacks coverage and requires more capacity, and 
we forecast that the sector will triple in value by 2030.

Equipment and device makers which help keep drugs and 
tests in controlled temperatures on the way to patients 
may be the ultimate beneficiaries. Driven by the need for 
more effective coverage for vaccination, light refrigeration 
equipment sales to the medical sector grew over 60% in 
2021 compared to 2020.

Sales of refrigerated vehicles, temperature recorders, 
power-off refrigeration, visual verification systems, and 
thermal insulation materials will also soar. And with 
the streamlining of supply chains and new investment, 
the Manufacturing Execution Systems (MES) market is 
expected to grow nine-fold by the end of this decade.

China’s industrial software 
(MES) market In USD bn

6.60

2030E2020

61

x9.2

Source: Statista, Dadong Times,
InterChina analysis.
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Aerospace: China will operate 10 times more satellites

China aims to have 2,300 additional passenger and cargo 
planes in service by 2030, and to help achieve its goal it will 
pin much hope on the C919, produced by COMAC, which 
went into service earlier this year. The C919 has many foreign 
parts makers in its value chain, although many were forced 
to form joint ventures with local parties in order to realise the 
orders. 

However, the real growth story lies in higher altitudes where 
China is making big strides in the space rocket and satellite 
sector which is forecast to triple in value between 2020 to 
2025. The proponents won’t just be currently dominating 
state-owned groups, CATG and CASIC, but increasingly also 
private players. As of today, China already counts 160 private 
and commercial aerospace companies.

As of 2020, China already registered 39 annual rocket 
launches, but many more are required this decade to 
populate the sky with navigation, communication, and 
remote sensing satellites as China’s need for 5G and IoT 
(Internet of Things) grows fast.

Whereas last year China had about 500 satellites in orbit, 
more than 4,000 will be shot into space by the end of this 
decade. It means that every third space satellite orbiting the 
globe is going to be a Chinese satellite.

China is realising its own, independent 5G infrastructure in 
the skies to provide location services and support its critical 
infrastructure. In 2020 China completed its own global 
navigation satellite system (GNSS) with BeiDou-3, China’s 
answer to the American GPS and the European Galileo, 
which encompasses 35 satellites and is going to support 
and control not only smart phone users, but also self-driving 
cars and other IoT applications in China as well as other 
countries.

China’s satellites in service
In number of satellites

493

4,800

2021 2030E

x10

Global satellites in service
In number of satellites

4,8004,359

10,917 RoW

4,852

493
2030E2021

China

15,717

Source: Federal Aviation 
Administration, Euroconsult

China’s commercial 
aerospace market In USD bn

Incl. Carrier rockets, 
satellites, space 
station, deep space 
exploration, manned 
space crafts.

179

859

2020 2030E

x5 

Source: CNSA, CASC, InterChina 
analysis
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Semiconductors: In-country production capacities 
will grow six fold

The semicon industry has become a real Achilles heel for 
China, both in terms of smartphone chips and PC chips.
Although China is seeking to lower its dependency on 
American technologies, at present less than 20% of the 
US$231 bn chip market is being supplied from factories 
located within mainland China. Yet at the same time, the 
domestic market will nearly triple in value by 2030, hence 
China is under huge pressure to increase its self-sufficiency.

This will be no easy task, given that global semicon 
supply chains mostly lead back to Taiwan’s TMSC. China’s 
self-proclaimed goal is to reach 80% self-sufficiency by 
2030, but most analysts think 40% is a more realistic 
target. Nevertheless, this still means that the production 
value output in mainland China will grow six-fold this 
decade, and will require a massive build-up of production 
equipment along the value chain. A large portion of local 
manufacturing capacity build-up will come from foreign 
players such as SK Hynix, Samsung, TSMC, and UMC. 
Local players such as SMIC are cut off from accessing 
ASML's equipment, so its focus remains on automotive, 
connectivity, and IoT customer sectors. 

The main beneficiaries will be suppliers linked to clean 
room environment technology, and various production, 
printing and testing equipment and materials needed in 
the process, such as photomasks, and electronic special 
gases. For instance, manufacturers of semicon photoresist 
are expected to see their market grow 11-fold by 2030. This 
will all boost local production capacities from 359 billion 
chips made in 2021 to 2 trillion chips output by 2030. 
Although a ‘buy local’ policy is being widely adopted, 
buyers cannot yet fully rely on local supplier offerings. 
That said, they are strategically positioning them as future 
suppliers, giving them leeway in product development and 
generous testing periods.

China’s chip consumption, 
incl. imports

In USD bn

231

624

2030E2021

x2.7

Source: IBS.

China’s in-country semicon
production value

In USD bn

40

250

2030E2021

x6 

Source: IBS.

China’s semicon production 
equ. market

in USD bn

30

122

2021 2030E

x4 

Source: SEMI, AMR, InterChina analysis.

China’s semicon photoresist 
market

In USD bn

3.2

2021 2030E

37

x11.5

Source: SEMI, 安信证券, InterChina 
analysis,

China’s semicon photo-
mask market

In USD bn

6.0

2021 2030E

17

x3 

Source: SEMI, 安信证券, InterChina 
analysis,

China’s semicon electronic 
special gas market

In USD bn

13.8

2021

61

2030E

x4.4

Source: SEMI, 安信证券, InterChina 
analysis,
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5G and IoT: China will be the leading user 

China’s ambitious introduction and build-out of the 5G 
networks is still catching up on 4G, but this will soon 
change.

In 2021 six million 4G base stations were operative, 
compared to only 1.4 million for 5G. However, we predict 
that seven times more 5G base stations could be installed 
by 2030, resulting in 10 million base stations, which will 
drive demand for RF components, optic fibre, and optical 
transceivers.

At its peak in around 2023, China will spend close to 
US$30bn per annum in CAPEX on building the 5G network 
and this will also have a huge impact in terms of taking 
the IoT industry to the next level. According to GSMA, 
the number of licensed cellular IoT connections will triple 
between 2020 and 2025, reaching 2.3 billion connections. 

Exponential growth

The current output of 5G module sets in China is still within 
the single digits, but this will rise to up to 360 million sets 
by 2030, growing at an exponential rate.

China is already strong in producing such modules with 
local players such as Quectel and Fibocom assuming 
the majority of the market, and foreign players will be 
challenged. However foreign chip suppliers will still have a 
role to play.

With increased volumes, unit prices will drop and this will 
drive the adoption of 5G IoT even further. The flourishing 
of smart devices in China will open up a multitude of 
applications and revenue streams, including industrial 
cameras within factories, remote controlled equipment 
in mines, automated driving and connected cars, smart 
homes, and equipment as a service.

China’s 5G base
stations installed

In million base stations

1.43

2021 2030E

11

x7.6

Source: CAICT, CMBIS, CCID.

China’s 5G IoT module 
production output

In million sets

1

360

2021 2030E

x360

Source: Counterpoint, InterChina.
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Minerals: Lowering dependence, increasing green 
standards

Some 80% of China’s iron ore is currently imported (mostly 
from Australia), and its own iron ore is low-grade and also 
expensive to process. 

Meanwhile, although China is producing half of the world’s 
crude steel, as well as nearly half of the world’s refined 
copper, it lacks the control over upstream mineral resources. 
As such it has concerns over the sourcing of minerals such 
as iron ore, manganese, and chrome. 

China is working on new technologies for the refraction of 
iron ore, with the hope of exploiting ten times more than it 
currently imports, while another area of focus is rare earth 
metals which are important for the production of electric 
vehicles, wind turbines, and defence equipment.

Meanwhile, as China builds up its competences in mining 
and minerals, the steel sector will also be heavily impacted 
by the drive to meet China’s decarbonisation goals. 

New materials: Local production capacities will 
quintuple 

One of the priorities of Made In China 2025 is to make 
progress in advanced material innovations, and we expect 
production to increase five-fold by 2030. China’s advanced 
materials market will grow much faster than the world 
average, driven by super alloys (for high temperatures), 
carbon fibre composites, and polymers (nylon, aramid, 
PPS, PSF, PEEK, PVDF, and POM). So much so that 
eventually China will assume 30% of the world’s advanced 
material output. 

This creates opportunities for makers of raw materials, 
chemicals, additives, and process technology license 
holders, as well as for testing equipment and smart factory 
device makers. 

China’s production value of 
advanced materials  USD bn

10.76

2021 2030E

51

x4.7

Incl. superalloys 
(for high 
temperatures), 
carbon fiber 
composites, 
polymers (nylon, 
aramod, PPS< 
PSF, PEEK, PVDF, 
POM), ceramics, 
glasses.

Source: Verified Market Research, 
Transparency Market Research, Stratistics



© 2022  InterChina. All Rights Reserved
Page 12

Energy: Boosting installed electric generation 
capacity

China is already the world’s largest energy producer and 
consumer even though its per capita electricity energy use 
is only one third of that of the US.

Hence China’s hunger for energy will only grow further.

However local suppliers cannot keep up with demand. 
By the end of this decade, China will consume 29% more 
terawatt hours than in 2021, yet by 2030 its net electricity 
generation will be up by only 23% compared to 2020. 

Shortfall

Hence China is boosting its installed electric generation 
capacity 43% by the end of this decade, and most of that 
installation will be driven by solar, gas, wind and nuclear.

China has committed to raising its non-fossil fuel share of 
primary energy to 20% by 2025 and 25% by 2030, and to 
increasing the total installed capacity of solar and wind to 
1200 GW by 2030. 

Overall, China also knows that it has to have a relatively 
high energy sufficiency rate (exceeding 80% in 2021) due 
to increased domestic oil and gas production in recent 
years. However, China still imported nearly 73% of the 
oil consumed domestically in 2021, and 46% of gas. Last 
year’s power shortages - a painful memory for many 
producing factories - are a further impetus for China to 
increase its energy self-sufficiency. 

Against this backdrop we believe there are continued 
opportunities for makers of equipment and devices used 
in offshore oil rigs, as well as devices used for increasing 
power transmission efficiencies, such as UPS (Uninterrupted 
Power Supply). 
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Super driver 2: 
Decarbonisation
 
Chinese authorities and policy makers 
are taking a long-term view. They 
fully understand that the only way 
to maintain stability and common 
prosperity within the country in this 
century is to to be carbon neutral 
and eliminate pollution within a 
few decades from now. The 2060 
carbon neutral goal is trailing 10 
– 15 years behind the majority of 
countries which have signed the 

Paris Agreement, but it does not lack 
ambition nor determination. 

Furthermore, carbon emission quotas 
are emerging as a strategic asset and 
one that China will want to secure as 
a geopolitical bargaining chip when 
dealing with other countries.

Hence the drive towards a carbon-
neutral future by 2060 is already 
strong, and many sectors and 
industries will benefit from it. For local 
renewable energy technology players, 
their home market is already the 

largest market in the world, and they 
are utilising their scale and position 
to drive internationalisation forward. 
And in many cases Chinese players 
already have a full and extensive 
value chain and ecosystem at their 
disposal, such as in the solar industry. 

The big winners are obviously 
renewable energies and related 
technologies, such as wind, solar, 
hydrogen, and new energy vehicles. 
At the same time, big things are 
happening in nuclear power as well 
as desalination.
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Solar: Tripling current capacity

We are seeing increasing commitment from authorities 
and industry towards solar investments. In fact, it is the 
renewable category where China is going to build up the 
most gigawatts by 2030, tripling current capacity.

Apart from building solar farms, governmental subsidies at 
the local level also help to push distributed PV applications 
such as rooftop solar panels. Electrical and smart device 
players will also find opportunities in this market such as 
those supplying DC power distribution boxes, controllers, 
energy storage and batteries.

Electric vehicles

An increasingly popular concept is the idea of charging 
electric vehicles (EVs) via solar panels placed in commercial 
and industrial buildings. By 2030, China will produce four 
times the current output of EVs and with it the demand 
for chargers that are efficient and allow for smart energy 
management will soar.

As such there will be growth opportunities for suppliers 
of components for chargers and EV systems, as well as 
for suppliers of inverters, network and charge controllers, 
cables, and software. 

China’s solar installed 
capacity in GW

307

1,025

2021 2030E

x3.3

Global Energy Interconnection Dev’t & 
Coop. Org., China Electricity Council

China’s NEV market
in million units sold p.a.

3.52

2021

13

2030E

x3.6 

Source: State Council, CAAM.

China’s NEV charger 
installed base In m of units

2.60

2030E2021

23

x9 

Source: EVCIPA, Ministry of Public 
Security, InterChina analysis.
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Carbon Capture, Utilisation and Storage: A $9bn 
industry by 2030

CCUS refers to the concept of capturing carbon and then 
using and storing it. CO2 is captured by separating it 
from other gases produced by power plants, steel mills, 
refineries, and other large-scale producers. The farmed 
CO2 is then converted into synthetic hydrocarbon fuel, or 
polymers, or used as a growth stimulant for algae (which in 
turn can be used to create biofuels, plastics, and graphite). 

The technical challenge here is in the ‘capture’ and 
less in the utilisation and storage. Companies such as 
ABB Lummus, Mitsubishi and Daniel have patented 
technologies for the chemical process, whilst Chinese 
businesses are investing in R&D in this area too.

The benefits for industry spread widely. For instance, 
players in large air separation equipment, compressors, 
valves, heat pumps, and absorption solvents, as well as 
CEMS (CO2 continuous mission monitoring systems) will 
find a market here too. 

China will need an effective CCUS industry to hit its net 
zero goals because simply reducing carbon emissions in 
their own right won’t be enough. We therefore believe that 
the CCUS market will grow by a factor of seven and create 
a US$9bn industry this decade.

China’s CCUS (Carbon 
Capture, Utilization, and 

Storage) market In USD bn

1.23

2021 2030E

9

x7.5 
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Hydrogen transportation infrastructure: Continued 
growth in fuel stations

We don’t think this is the decade for hydrogen and 
electric vehicles. The mass adoption inflection point will 
not happen before 2030 because battery-driven vehicles 
will continue to lead the way as the hydrogen fuel cell 
technology is developed further. 

That said, China is already building up a hydrogen fuel 
station infrastructure to cater towards hydrogen-driven 
public buses and trucks. There are around 270 hydrogen 
fuel stations in operation currently, but that number is 
expected to hit 2,000 by the end of this decade. We 
believe that this creates a total investment of around 
US$2.5bn between now and 2030, and this will drive the 
need for hydrogen dispensers and cooling systems. 

Nuclear power: 150 more reactors over the next ten 
to 20 years

China has been building up its nuclear power capacities 
in recent times and currently there are 53 reactors in 
operation with plans to invest US$ 440bn on building 150 
more reactors over the next ten to 20 years – a number 
more than the rest of the world has built over the last 35 
years. 

We expect the total number to amount to 105 reactors 
in service by 2030. To offset the reduction in coal-fired 
power, the share of nuclear power in Chin’s energy mix 
will grow to around 19% by 2060, compared to just 3% 
today. This will provide attractive opportunities for heavy 
equipment makers, pressure vessels, steam generators, 
high-end engineering solution companies, and process 
instrumentation makers. 

China’s hydrogen stations
In no. of H2 stations in service

194

2,000

2021 2030E

x10 

Source: National Energy 
Administration, China Orange Group

China’s nuclear installed 
capacity In GW

53

108

2021 2030E

x2

China Nuclear Development Center, 
State Grid Energy Research Institute
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Desalination plants: A doubling in volume by 2030

Some nuclear plants use waste heat to generate cooling 
water and operate seawater desalination plants. Yet, 
China's need for water is a bigger issue, and water scarcity 
in coastal regions has led to a new push to build up much 
more desalination capacity on a yearly basis given that 
current desalination plants in operation only contribute to 
3% of China’s domestic water supply. 

By 2030 China aims to double its desalination volumes, 
amounting to 1,500 million tonnes per annum. This will 
drive demand for makers of desalination films, pumps, and 
water treatment chemicals.

IGBT: Market to quadruple by 2030

There are some product categories that will profit from 
multiple applications. For instance, IGBTs (Insulated Gate 
Bipolar Transistors) are a semiconductor device primarily 
used as an electronic switch. They are often found in 
inverters and the market will be driven by the rapid 
growth of EVs, wind and solar units produced in China. We 
estimate the IGBT market will quadruple by 2030. 

China’s IGBT market size
In USD bn

2.52

2021

10

2030E

x4 

Source: Yole, InterChina analysis.

China’s desalination volume
In million tons / year

694

2021 2030E

1.515

x2.2

Source: NDRC, InterChina analysis.
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China’s demography is evolving 
significantly and this will have 
profound implications for 
government, society and business 
over the coming years. As the chart 
above shows, the trend is towards 
an aging population, making for a 
striking resemblance with Japan’s 
experience a generation ago. The key 
difference is that China’s population is 
ten times larger.

The cause is China’s declining 

birth rate and 25 years of its one-
child policy. However, the recent 
shift in government policy towards 
encouraging families to have two 
or three children is facing significant 
headwinds.

Firstly, women increasingly seek career 
advancement rather than raising 
multiple children. Secondly, there 
are the high financial implications of 
raising a child in China (especially in 
terms of property costs). And thirdly, 

the infertility rate in China is high due 
to later marriages and pregnancies.

Over the coming decade this 
evolution in China’s demographic 
structure has three main implications:

Pursuit of productivity: The size of 
China’s workforce peaked in 2013 
and is now decreasing by four to 
five million each year . This shifts the 
onus more heavily on productivity 
and China will need to accelerate its 

Super driver 3: 
Demographic shift

Chart #3

Source: UN World Population Prospects (2019), InterChina Analysis.
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drive towards technology, innovation, 
automation and up-skilling.

Retiree rocket, baby bust: China’s 
old-age dependency ratio is going 
to increase markedly. This presents 
a market for an increasingly wealthy 
retiree population but also places 
strain on the working age population 
to provide for them. With the 
contraction in new births per annum, 
the baby and child market is going 
to come under pressure and become 

more contested too.

The might of the millennials: It is not 
just China’s demographic structure 
that is changing, but the consumer 
archetypes with each generation. 
China’s economic development has 
been so rapid, occurring over such 
a short period of time, that no other 
major economy has such profound 
contrasts between the generational 
strata. China’s millennials are the 
current force driving consumer trends, 

given their number and purchasing 
power, their insatiable appetite for 
novelty, and their needs for pleasure, 
convenience and technology. 

In short, the coming decade will be 
the time when Chinese born after 
1995 are going to start spending 
serious money. Below we outline 
just seven markets that are set to be 
transformed by the new needs of 
Generation Z, but there are countless 
others we could have included too.

Pet care: Market to grow up to three to four times

Since 2015 China has seen a doubling in the number of cats and dogs owned by 
households, reaching 100 million animals today. Some 60% of owners are living 
in China’s 30 largest cities, and as younger people marry later and postpone 
pregnancies, pets are in high demand. However, that still means that less than 
20% of households own a pet, compared to the US where the figure is 35-40%.

At the moment dogs are still slightly more popular in China, but the next wave 
of ownership will favour cats. In response we believe that the pet care market 
(including food, medicine, consumables, and services) will grow three- to four-
fold by the end of the decade, driven by both higher ownership penetration and 
increased spending per pet. 

International brands such as Mars Royal Canin currently dominate the market, but 
we expect local brands to be much more successful in at least the mid- to low-
end market in the future with foreign brands pushed out to the tip of the market 
segment pyramid. Protein ingredient and flavour makers, packaging businesses, 
and specialised personal care products makers will all benefit from this trend. 

Other beneficiaries include pet care centre operators which can offer a wide range 
of pet health services and pet training facilities.

China’s pet care market
(Pet food, healthcare, supplies, grooming, 

foster care, training for dogs & cats)
In USD bn

30.8

2021 2030E

100

x3.3 

Source: Euromonitor, 
InterChina analysis.
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Ready meals: Sector will quintuple by 2030

The trend for ready meals in China started in around 2014 
when restaurant home delivery services started to take 
off and the dishes gradually simplified and standardised. 
Unsurprisingly the market has been given a huge boost by 
the pandemic, causing a surge in demand for good quality 
food to be consumed at home.

There are currently more than 68,000 companies operating 
in the sector with leading names including Weizhixiang, 
Xiamen Lujin, and Anjing Foods. Significantly, consumers 
have a higher trust in the quality of ready meals compared 
to take-out food from restaurants (which is also slightly 
more expensive) amid concerns about issues such as the 
re-use of frying oils.

Gen Z consumers are very health-conscious and are 
looking for quality ingredients and healthy seasoning, and 
so ready meals are not only considered to be a bit tastier 
than original restaurant foods but also much safer and 
healthier.

The ready meals sector is already a US$24bn business in 
China and will nearly quintuple by the end of this decade. 
China’s current per capita ready meal consumption is still 
only half of that in the US, and dollar spent per capita is 
over six times less.

Meanwhile digital technologies will help to further 
streamline processes and standards and further tailor the 
ready meal needs of more sophisticated consumers. Other 
beneficiaries will be seasoning and ingredient makers, as 
well as packaging players.

China’s ready-meal market
in USD bn

24.7

2030E2021

113

x4.7 

Source: China Catering Association, China 
Cuisine Association, AskCI, InterChina. 
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Central kitchens: Number to double by 2030

As retail space in cities has become very expensive, 
restaurant chains are aiming to reduce their lease 
footprints and reduce store sizes by sharing one joint 
kitchen that cooks food for several outlets simultaneously. 
Some chains have been able to reduce labour costs by up 
to 70% and distribution costs by 30% as a result. Central 
kitchens also help to increase standardisation and ensure 
higher quality controls.

We believe there are currently between 1,000 and 1,500 
central kitchens in operation across China and this 
number may easily double by 2030. There is a big market 
opportunity here for kitchen equipment makers as central 
kitchens need better, bigger, and smarter equipment. We 
believe the current market for central kitchen equipment 
of nearly US $3bn will more than double by the end of the 
decade.

China’s central kitchen equ. 
market value In USD bn

2.9

2021 2030E

7

x2.4 

Source: China hospitality association, 
CCSFA, InterChina analysis,
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Retail bakeries and coffee shops: Nearly a quarter 
million coffee shops by end of decade

Gen Z is also demanding more sophisticated bakery 
and coffee products, while also seeking more varieties of 
tastes and experiences. However, while China’s consumed 
bakery products sector has increased over the last decade, 
consumption per capita remains three times lower than 
that of Japan.

We predict the value of the bakery retail market in China 
to double this decade. Meanwhile, at nearly every corner 
in larger cities in China you will find a coffee shop (there 
are more than 115,000 of them) and by the end of the 
decade this will rise in number to 230,000. For instance, in 
2021 Starbucks operated more than 5,500 stores in China 
(equating to one sixth of its global store footprint) and 
plans to add another 600 stores year on year.

We believe that China’s coffee shop retail value will triple 
by 2030. Both bakeries and coffee shops offer tremendous 
opportunities for kitchen equipment makers (including 
coffee machines), ingredient and food suppliers, and 
packaging players. 

China’s retail bakery
retail value In USD bn

28.9

2030E2021

58

x2 

Source: CCSFA, China 
Renaissance. 

China’s chained and 
independent coffee shop

retail value In USD bn

11.8

2021 2030E

37

x3 

(excl. 
convenience 
stores, self-help 
coffee machines)

Source: Meituan.
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Green burgers: All the rage among younger 
consumers

Plant-based meats are all the rage in China among health-
conscious young consumers. Demand for plant-based 
meat in China (and Thailand) is expected to grow by 200% 
over the next five years (2020-2025), according to a study 
by DuPont Nutrition & Biosciences. We believe that the 
retail value in China could grow three to four times by the 
end of the decade, and make for around 18% of the global 
plant-based meat market.

In the long run this harks back to our self-sufficiency super 
driver. The OECD predicts that China’s supply gap of meat 
products will reach more than 37 million tonnes between 
2020 and 2029, and to reduce carbon emissions catering 
companies are also embracing plant meats. The growing 
market also provides opportunities for high water content 
extruder equipment makers, process equipment makers 
and ingredient makers. 

China’s alternative protein 
(plant-based meat) market  

In USD bn

1.4

2021 2030E

5

x3 

Source: Foresight Industry Research 
Institute, InterChina analysis.
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Processed cheese: Market to grow six-fold

Another fast-growing category is cheese. Younger 
consumers are discovering cheese as a nutrition-rich food, 
high in protein and calcium, and it is the fastest growing 
dairy category. Yet it is a market with much growth 
potential. For instance, China currently consumes ten times 
less kilograms of cheese per capita than Japan.

Half of China’s cheese market goes through retail (both 
online and offline), while the other half is via food services 
and restaurants. We expect the retail sector to drive 
future growth, especially as young mothers are choosing 
processed cheese snacks for their children. The cheese 
snacking concept has a much higher frequency of 
consumption and is much more convenient (ready to eat, 
no cooking), than using cheese as an ingredient for meals.

The potential of the market has been seen in some 
huge M&A transactions, such as Chinese diary giant 
Mengniu’s acquisition of processed cheese brand Shanghai 
Milkground. Localisation in offering is key here, for instance 
Milkground offers cod-flavoured processed cheese 
sticks for children. And the market leader, the German 
company Milkana, was one of the first players to develop a 
diversified cheese portfolio for retail.

We expect China’s cheese market size to grow six-fold 
by 2030 and the main beneficiaries will be innovative 
ingredients makers, cold chain logistics-related players, 
and packaging (design) companies. 

China’s cheese market
In USD bn

3.0

2021

19

2030E

x6

Source: Euromonitor, 
InterChina analysis.
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Theme parks: More than 100 new parks on the cards

Before the pandemic China was home to around 100 
larger-sized theme parks with the biggest - Shanghai 
Disneyland - welcoming more than 11 million visitors in 
2019. Not taking into account unexpected external shocks, 
China’s theme park sector may grow three to four times by 
the end of this decade as its 300 million plus middle class 
population seeks a fun experience.

As in many other categories, the penetration rate per 
capita is 10x smaller compared to the US or Japan. The 
Hollywood studio Paramount is planning to open a 
US$8bn theme park in Kunming in 2024, the same year 
that Lego is supposed to open its doors to its Legoland 
Resorts Shanghai. The operator of the Legoland theme 
parks, Merlin Entertainment, is also planning other 
Legoland resorts in four other provinces.

In total a huge 114 theme park applications have been 
assessed by authorities over the last two years and the 
industry will bring opportunities for restaurant chains, 
building and construction sector players. specialist material 
makers, and various digital technology providers, including 
smart devices and security systems.

China’s theme park
industry value In USD bn

15.8

2021 2030E

48

x3 

Source: Frost & Sullivan, Zhihu
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Renovation of building assets: Market six times 
bigger by 2030

While there will be continued construction activity, China’s 
net floor space will actually slightly decrease, from 3.8 
billion square meters in 2020, to 3.6 billion square meters 
in 2025, and remain rather flat after that. However, as 
the existing building stock ages there will be a need 
to renovate or upgrade assets by refurbishing existing 
installed technologies.

This will make equipment suppliers like elevator 
manufacturers and HVAC makers switch priorities towards 
upgrading the value of existing assets. We estimate this 
market to be worth about US$4bn currently (including the 
replacement of elevators, HVACs, building materials such 
as exterior wall coating, and digitalisation), but the same 
market will be six times bigger by 2030.

Building owners are also looking to make their buildings 
more sustainable, energy efficient and smarter, such 
as through LED lighting and rooftop solar panels. 
Furthermore, in line with our decarbonisation super driver, 
more real estate will be subject to government emissions 
controls. 

Super driver 4: 
Smart services
China is already the world’s largest 
robot maker, and industrial robots 
in factories, warehouses and other 
applications are becoming more 
common. Yet with China’s fast 

advancing competency in digital 
technologies, even more exciting 
fields are opening up.

In many equipment-driven sectors, 
the game is not about selling the 
next machine anymore, but about 
capitalising on the already installed 
base via smart services. There will be 

significantly less new factories built in 
China compared to the last 20 years, 
and also the real estate footprint 
has reached its peak. The game has 
shifted from CAPEX to data, in order 
to automate not the goods but the 
data flow. This is partly driven by 
the need to replace labour, but also 
enabled by the latest technology. 

China’s old building asset 
renovation  In USD bn

4

23

2021 2030E

x6 

Source: Guangfa Securities, 
InterChina analysis.
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XaaS (anything as a service): Will reach $219bn by 
2030

It’s not just software that is sold as a service, but also 
platforms, analytics, infrastructure, and equipment. 
The current XaaS market is estimated to be worth over 
US$27bn, but will reach US$219bn by 2030.

This will be driven mainly by services related to cloud 
computing and remote access and B2B organisations 
will thrive on this. Apart from software, companies will 
increasingly offer products and equipment as a service, 
charging the customer by the hour, by performance, or 
by output, and reduce the CAPEX requirements of users 
significantly. It will require a local server solution (global 
servers will not be allowed) and trial-and-error approaches 
by the vendors to find the right business model and 
commercial terms that work for both customer and 
supplier. 

China’s “X as a service” 
market size In USD bn

27.40

2030E2021

291

x8 

Source: IDC, InterChina analysis.
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AI imaging: Market to grow more than 100 times

Medical diagnostics devices help to show data about 
patients, but it’s up to the doctor to guide on interpretation 
and diagnosis. This is a problem as Chinese doctors tend 
to see much more patients a day than their colleagues in 
western countries.

The good news is that a large country such as China 
provides a wealth of patient data (more than 300 million 
people used health check services in China per year), 
and that data can be harnessed by AI to help formulate 
diagnosis much faster. 

AI imaging is a service attached to conventional 
diagnostics tools (such as x-ray machines and neurological 
imaging) and companies such as Infervision Medical, 
United Imaging, Airdoc Medical, We Doctor, and Shukun 
have already registered AI imaging products in areas 
such as lung and cardiovascular screening. We predict 
this market will grow more than 100 times to more than 
US$14bn by 2030, accounting for around 30% of the 
global AI imaging market. 

China’s AI imaging market
In USD bn

0.13

2021 2030E

14

x113

Source: iResearch, Qianzhan, Frost & 
Sullivan, Nova One, InterChina.
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Digital CROs: Market to grow five-fold

AI has extensive applications in drug discovery and 
development by generating hypothetical drugs via 
large amounts of data and quickly selecting the right 
compounds that point towards a high efficacy.

CROs (Contract Research Organisations) are companies 
that provide clinical trial services for pharma and medical 
device companies, usually focusing on the first two 
phases of medicine innovation - drug discovery and drug 
development. This market will grow five-fold this decade, 
reaching around US$50bn by 2030. This will be further 
amplified by the use of AI, as it will help to accelerate the 
clinical trial process, shorten the drug R&D cycle, and 
reduce R&D costs.

Business models

Two business models are emerging. Firstly, one in which 
companies that provide digital platform-based products 
begin to digitise the drug trial process. And secondly, one 

that provides digital clinical research services (both pre-
clinical and clinical trial) where companies will use AI to do 
the discovery work for them.

Since last year pharma companies in China have raised 
vast amounts of money to push drugs discovered by AI 
into clinical trials and approval processes (reportedly over 
US$1bn last year). Many local AI discovery companies 
are growing fast, working also with multinational pharma 
companies.

For example, Eli Lilly announced in December 2021 
that it would pay US$50m upfront and up to US$1.5bn 
in milestone payments to AI discovery firm Regor 
Therapeutics Group, based in Shanghai, to uncover new 
drug targets for metabolic disorders.

In February this year another AI-discovery company, 
Insilico Medicine, entered the world’s first Phase-1 clinical 
trial with a drug developed by AI from scratch. It will be 
the first of many to follow.
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Messages for 
multinationals
There are three key areas for 
multinationals to consider as they set 
their eyes on these huge prizes: 

One: Real local innovation is key

If your product category or sector 
is affected by our super drivers then 
it will be important to prioritise the 
China subsidiary’s R&D activities to 
localise innovation competences and 
develop ‘local for local’ solutions.

For many of the markets we have 
highlighted above, China is or will be 
the largest market in the world, and 
is going to set the pace in market 
needs, standards and purchasing 
decisions across the globe.

Where national security is not 
a consideration, we still see too 
many multinationals preserving the 
crown jewels of future technology 
development firmly at HQ because 
of IP concerns and internal politics, 
when in fact they really need to 
be deployed in China now to 
help develop what local buyers 
actually need and want. It will be 
the responsibility of current foreign 
market leaders to lead in product 
development with new, exciting, 
localised and competitive offerings to 
assure future relevance in the Chinese 
market.

Two: Restricted markets

Many of these booming markets may 
only be accessible via partnerships 
with local players as the government 
is regulating vendors and may 
discriminate against foreign or 
multinational suppliers.

Worry about future access to 
imported or foreign products and 
technologies is becoming widespread 
among Chinese customers. 
Thus, they have begun supporting 
local suppliers build up competences 
so that they can serve as fronts for 
high-end foreign suppliers. Identifying 
such local partners early on and 
finding a win-win will be key.

Three: Financing

Future growth will, of course, need to 
be financed and companies will face 
tough decisions in the coming years: 
How to satisfy the need for high 
investments whilst hedging the high 
exposure in China? Should all eggs 
be put into one basket? 

Foresight and early planning, 
including laying the ground with  
internal key decision makers at 
HQ, will be the top priority for any 
China General Manager. This is not 
particularly new, but it is certainly a 
more challenging environment than 
five years ago.

Furthermore, partnering with 
local investment banks and other 
institutions could also be the right 
way to not just secure financing, but 
also secure strong connections and 
goodwill. An increasing number of 
multinationals are considering listing 
businesses on local Chinese markets, 
and such a prospect becomes much 
more realistic with the help of a local 
financier.
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