
1. Investing in the Chinese Consumer  

If you’ve picked up this book, it’s likely you’ve been wondering to yourself: should I consider 

investing in China? It’s no secret that China has experienced exponential growth over the past 

few decades. It is now the world’s second-largest economy, and its current transition to 

consumerism is one of the great economic events of our time. The implications of Chinese 

consumer growth are profound. To put it bluntly, individual investors will likely see significant 

returns. 

But maybe, in spite of your interest in China, you can’t help but feel reluctant. Reports of 

corporate fraud, a lack of transparency, language and culture barriers, and an authoritarian 

political system are all reasons you might give yourself to stay away. After all, wouldn’t it be 

safer to stick with U.S. investments? As an individual investor, you should always be cautious, 

but before jumping to any definitive conclusions, it is important to remember two basic 

principles. The first is that in order to achieve above-average investment returns, you will need to 

think a bit differently. The second is that money is blind. It pays no heed to race, politics, 

philosophy, or religion. It merely seeks the highest return. In the short term, political and cultural 

biases can harpoon capitalist laws and hinder investment flows. But over the long term, the 

maxim of seeking the highest return has been proven true over and over again. 

Establishing trust in Asian markets will take time. But that’s OK, because international 

equities, and China in particular, are part of a long-term investment portfolio. Asian equities 

have documented historical returns, good management, and considerable market opportunity. 

Maybe you’ve already heard of some of the stars. There’s Baidu, the Google of China. And 

Taiwan Semiconductor, also known as the Intel of Asia. And most famously, Alibaba, the 



Amazon of China. All are interesting examples of Asian corporate excellence and all offer 

significant investment opportunities. 

In China, studies show that the rich are getting richer, the poor are getting richer, and, 

most of all, the middle class is getting richer. What do people do when they have more money? 

They spend it—on housing, food, education, healthcare, clothing, leisure activities, and so on. 

This is basic human nature; consumption is the by-product of a better standard of living. When I 

first visited Wangfujing Street in Beijing in 1981, there was almost nothing to buy. A decade 

later, shopping malls had begun to spring up. Today, it’s lined with boutiques specializing in 

luxury jewelry, high-end fashion, technology, and art, providing anything that Chinese 

consumers might want. 

Three major themes should be taken away from this book: first, Chinese consumer 

growth is significant and investible; second, there is a simple way to think about the growth in 

Chinese consumption, which I call Mrs. Wang’s purse; and third, there are many vehicles that 

allow the average investor to access this economic growth.. 

I will not only outline the reasons why you should invest in the Chinese consumer, I will 

also help you explore how to go about doing so, in a way that feels comfortable to you. Maybe 

you want to invest in a portfolio of American companies that have significant exposure in China. 

Or perhaps you want to invest in one of the Chinese tech companies listed on the New York 

Stock Exchange. Or maybe you want to consider a mutual fund that consists of listings on the 

Hong Kong stock exchange. We’ll get into these different strategies later. First, let’s explore 

skyrocketing Chinese consumer growth and the impact this is having on the global economy. 



Mrs. Wang’s Purse  

Mrs. Wang is an avatar for the Chinese consumer. The new Chinese consumer has a career and a 

steadily increasing income. In 2019 Chinese household incomes grew 7%. From 2008 to 2018 

real per capita income grew 120% in China. In the United States, it grew 15%. This kind of 

broad income growth is fueling disposable income at the consumer level. As many consumers 

are now secure in their employment and see solid income growth, they are not afraid to spend on 

luxuries or stretch for that new car or family vacation.  

But before we examine the details of Mrs. Wang’s lifestyle, let’s take a look at the model 

for this behavior. In 1943, American psychologist Abraham Maslow put forth a theory of 

behavioral motivation known as Maslow’s hierarchy of needs: in order for an individual to care 

about things such as social acceptance, prestige, and personal fulfillment, he or she must first feel 

secure on a physiological level—the foundational layers in a human being’s psyche, so to speak. 

This includes such basic things as water, food, shelter, and emotional and financial security.  
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Although this theory was originally used to describe the stages of growth in an 

individual, it can also be applied to economics. When the basics are cared for and there is a 

social and healthcare safety net in place, consumers will spend more on a better lifestyle. As an 

example, look no further than the post–World War II economy, when the growth of the U.S. 

consumer was at its most dramatic. This was advent of the American dream, and consumerism 

was the manifestation of a solid American middle class. 

Back to Mrs. Wang. The typical Chinese consumer today is no different from her 

American counterparts. She also wants the three Cs (a big car, a prestigious college, and a 

castle), but with Chinese characteristics. Let’s learn more about her. 

 



Mrs. Wang 

The fictional Mrs. Wang works for a bank in Shanghai. She graduated from Fudan University in 

the 1990s with a degree in economics and began as a low-level clerk in one of China’s big four 

banks. She is now a senior manager with a good salary and bonuses, including full healthcare 

coverage and a pension. 

Mrs. Wang is a savvy shopper. Through technology, globalization, and her growing 

income she is able to consume more and in an increasingly efficient and informed manner. Think 

about Mrs. Wang twenty years ago. When she bought clothes and went to a retail store (at the 

time there were comparably few in Shanghai), she only shopped for available brands and styles. 

She had limited choices and had to pay full price. No wonder consumption was relatively lower. 

Today, Mrs. Wang has access to all the global brands when shopping in Shanghai, and online she 

can price compare and get the best deal—just like shoppers do in the United States. Brands have 

built up a traditional retail presence in addition to expanding their online footprint. Consumption 

is no longer limited because of location.  

As such, Mrs. Wang doesn’t just consume goods that are made in China, she also loves 

international brands. She goes to Starbucks a few times a week, and her family owns many 

American products, like Nike sportswear, jewelry from Tiffany, and a Tesla Model S. Her son 

eats at McDonalds and spends his free time playing video games developed by companies like 

Blizzard. 

 


