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The e-commerce growth in China and the nation’s significant shortage 

of modern logistics facilities present attractive investment 

opportunities. With the expertise of strong local partners, investors can 

benefit from this supply-demand imbalance. 

 

’

China’s economy ended a tough 2020 in remarkably good shape, firmly poised to expand in 2021. According to 

China’s National Bureau of Statistics, Q4 2020 GDP grew much faster than expected at 6.5%. Following strict virus 

containment measures and policy stimulus, the economy has recovered steadily from a steep 6.8% slump in Q1 2020  

at the outbreak of the pandemic. Domestic travel has almost returned to pre-pandemic levels while hotel occupancy 

has improved through the year. Moreover, Chinese exports grew faster than expected in December as coronavirus 

disruptions around the world fuelled demand for Chinese goods despite a more expensive Chinese currency. 

 

With GDP growth of 2.3% in 2020, China was the only major economy to avoid a contraction as the world struggled 

to contain the pandemic.  
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Although e-commerce penetration of retail sales in China surpassed mature economies like the United States over 

five years ago, local online sales profited enormously from the COVID-19 pandemic. Singles’ Day, the Chinese 

shopping holiday that takes place annually on November 11th, has become the largest online and offline shopping day 

in the world. The pandemic has accelerated the shift towards online sales, especially for basic household goods and 

groceries. In last year’s occasion, online retail giant Alibaba sold goods at a mind-blowing worth of $74.1 billion, up 

93% from $38.4 billion in 2019, and JD.com’s sales rose by 33% year-on-year to $41.2 billion.  

 

The following chart compares Singles’ Day sales in China to Black Friday sales of $9 billion in the top 80 online stores 

in the US (including Amazon) last year. 

 

 

 

 

With 128 cities and an average population of 4 million in each, urbanization has advanced significantly in China 

over the last decade, and continues to expand. The middle-class population has tripled since 2011 to around 222 

million as disposable income per capita grew 170% from $2,285 in 2009 to $6,189 in 2019.  

 

This rising purchasing power propels China’s e-commerce to outperform the rest of the world consistently. The share 

of online retail increased 94 times from 0.3% in 2009 to 28.2% in 2019 and is projected to reach 39% by 2023. China’s 

online retail market is projected to double to $1.3 trillion, exceeding that of the US, the UK, and Japan combined. 
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E-commerce disruptions have driven significant changes in supply chain management around the world. Online 

retail businesses need modern fulfillment and distribution centers near urban areas, expressways and airports. The 

facilities require exacting specifications for sufficient space, high ceilings, low density, loading platforms for cross-

docking, etc. Online retailers, therefore, need three times more logistics space than traditional retailers. 
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China’s logistics sector continues to benefit from a structural shift towards online retail but costs remain higher 

compared to other major economies. The cost of logistics is 8% of GDP in the US but 14.5% of GDP in China, due 

mainly to underdeveloped infrastructure and lower participation from third-party logistics players (3PL). The 

average stock turnover in modern warehouses is 9 days, compared to 60 days in substandard facilities. China’s 

estimated logistics space per capita of 0.7 square meters is less than 20% that of the US, approximately where the US 

was in 1967. Modern logistics facilities comprise just 4% of China’s warehouse stock (96% are substandard) while 

the US has 20 times this capacity. 

 

 

 

 

The Chinese government has launched strategic initiatives to expand modern logistics facilities across the country. 

All major domestic banks are supportive and willing to fund this nationwide development with less restrictive terms 

(e.g.: interest rates, lending ratios, loan book size, etc.). 

 

 

The accelerating e-commerce growth and shortage of modern facilities in China create promising investment 

opportunities. The Chinese government considers modern logistics facilities as essential infrastructure, and controls 

access to the land and the land listing process. Petiole has already invested in logistics real estate in China with 

reliable local partners, and is conducting due diligence to expand a modern logistics platform to about 30 assets across 

China. 
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This article was issued by Petiole Asset Management AG (“PAM”) on February 2, 2021 and is provided to you for informational and marketing 

purposes only, and contains proprietary information that may not be reproduced, distributed to, or used by, any third parties without PAM’s 

prior written consent. Although all information and opinions expressed in this article were obtained from sources believed to be reliable and in 

good faith, no representation or warranty, express or implied, is made as to their accuracy or completeness.  

 

The information contained herein is not a substitute for a thorough due diligence investigation. Past performance is not indicative of and does 

not guarantee future performance. Exit timelines, prices and related projections are estimates only, and exits could happen sooner or later than 

expected, or at a higher or lower valuation than expected, and are conditional, among other things, on certain assumptions and future 

performance relating to the financial and operational health of each business and macroeconomic conditions. 

 

PAM makes no representation or warranty, express or implied, with respect to any statistics or historical or current financial data, whether 

created by PAM through its own research or quoted from other sources. With respect to any such statistics or data delivered or made available 

by or on behalf of PAM, it is acknowledged that (a) the investor takes full responsibility for making its own evaluation of the materiality of the 

information and the integrity of the quoted source and (b) the investor has no claim against PAM.  

 

To the extent this article contains any forecasts, projections, goals, plans and other forward-looking statements, such forward-looking 

statements are inherently subject to various parameters, most of which are difficult to predict and many of which are beyond PAM’s control 

and may cause actual performance, financial results and other projections in the future to differ materially from any projections of future 

performance, results or achievements expressed or implied by such forward-looking statements. Investors should not place undue reliance on 

these forward-looking statements. PAM undertakes no obligation to update any forward-looking statements to conform to actual results or 

changes in PAM’s expectations, unless required by applicable law. 
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