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Abstract 
This paper proposes a referencable pattern of the recovery of the consump-
tion sector, a new dimension to observe and evaluate the intrinsic value of the 
consumption sector, and proposes the concept of sensory-based consumption 
and the ranking of the weights of different categories; creates the concept of 
digital consumption index, coupled with digital RMB index and China-style 
digital economy index. Finally, we explain the internal logic of digital con-
sumption as a consumption upgrade tool and a higher valuation target in the 
context of China’s economic performance in 2022 and the Chinese govern-
ment’s policy in 2023, leading to the investment strategy of roller conduction 
effect. 
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1. Introduction 

Based on the development experience of countries and regions where the epi-
demic was released earlier, this article pointes out a recovery path of the con-
sumer sector in the post-pandemic era from Fund Managers’ Vision, hoping to 
help China’s economy achieve a faster recovery and avoid potential risks. 

It defines somatosensory consumption and refines the valuation rules for 
consumer companies. It explains the internal logic of digital consumption as a 
consumption upgrade tool and a higher valuation target in the context of Chi-
na’s economic performance in 2022 and the Chinese government’s policy in 
2023, leading to the investment strategy of roller conduction effect. 

From the perspective of investors, it affirmed the contribution of the digital 
economy, raised higher expectations for the digital renminbi. This article is lack 
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of econometric models and empirical research on the drum effect, and the au-
thor’s follow-up research will deepen this. 

The article is organized as follows:  
It first displays the concept of somatosensory consumption, points out the 

differences in the valuation of different types of consumption, then explains the 
importance logic of China’s consumption recovery, comments and predicts the 
policies to stimulate the economy, and finally summarizes the views from the 
perspective of investors, and puts forward the roller effects and countermea-
sures. 

2. Definition 

According to the experience of Singapore, Hong Kong and other places after the 
release of pandemic policy, the conduction and rhythm of the recovery of the 
consumer sector shows a certain temporal and spatial pattern, generally from 
high consumption to low consumption, cross-border consumption to local con-
sumption, current consumption to future consumption. Among them, high-end 
hotel and tourism consumption rose earlier, followed by high-end food and wine 
consumption, again cross-border service consumption, gradually turning to lo-
cal consumption sectors, such as the restaurant industry, film industry, etc. 
(Prasad, 2021). 

Normally, the fund manager’s investment sequence will be able to follow this 
approach to arrange the movement of funds, and the industry routine research 
are also carried out from this spatio-temporal logic. However, this alone from 
the perspective of spatio-temporal experience, will ignore many different seg-
ments of the industry sector valuation differences, combined with the A-share 
and Hong Kong stock markets in the same sector of different kinds of stock 
price trends, this paper research team proposed to a more refined classification 
dimension, that is, the concept of sensory- and gesture-based consumption clas-
sification. 

People’s utility of products and services in consumption can be classified ac-
cording to sensory, because as human beings with various sensory tubes, all util-
ity will be implemented to the satisfaction of one or several senses. The marginal 
utility of the five human senses of sight, sound, smell, touch and taste is differ-
ent, which also provides a logical basis for the focus of different sensory con-
sumption. That is, the valuation rules of different sensory consumption of the 
sector will be different, in the high valuation sector is more likely to share price 
anomalies. In the field of investment research, it is necessary to understand and 
master this valuation habit to facilitate more informed decisions by investors. 

According to the dimension of sensory-based consumption is divided into six 
categories (purely based on the authors’ own observations), which are: 

1) Tasting: Fast-moving consumer goods (FMCG) products of beverage and al-
coholic beverages, necessary food and spices, food for special populations (milk 
powder, dairy products and nutritional products, etc.), essential medical and 
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pharmaceutical products, etc. 
2) Seeing: film and television dramas, events and tournaments, film and tele-

vision equipment, ARVR products, etc. 
3) Hearing: music, concerts, headphones, speaker equipment, etc. 
4) Touching: durable goods, household equipment, massage products, some 

FMCG products, must-type clothing, birth control products, toys and games 
products, etc. 

5) Smelling: perfume, luxury goods, some FMCG products, etc. 
6) Mixture Sense: digital consumption (related to digital products or digital 

channels such as cell phones and computers and other comprehensive digital 
category), travel, home purchase and rental (and other accommodation needs 
category), decoration and furnishing category, transportation category, high-end 
functional clothing, clothing and luggage, medical beauty and make-up health 
category, health care products and health care equipment, professional sports 
equipment, education and training category, etc. 

According to the experience of valuation weights and stock price anomalies, 
from large to small should be: 

Seeing > Hearing > Smelling > Touching > Tasting  

Comprehensive service sense depends on the specific combination of which 
senses to superimpose the weighting sort. For example, cell phone digital prod-
ucts, superimposed on the sense of sight, hearing, touch multi-sensory, so the 
valuation weight will be much larger, but also more likely to produce valuation 
anomalies. 

The specific quantification of weights has not been fully conclusive, but it has 
to be said that the results of such quantification usually change dynamically 
from year to year, and we can currently achieve qualitative and categorical stu-
dies of sector and stock valuations in order of weighting. 

Through the study of consumption in developed countries, we found that the 
influence of digital consumption is huge in the overall consumption sector. This 
research team recommends a separate index for digital consumption. 

{ [
]

× ×

Digital Consumption Index

= total digital consumption number of digital products purchased per capita

(weighted by : Seeing > Hearing > Smelling > Touching > Tasting

number of daily active per capita active time pe

}×

r capita

total number of active people ln total active time

 

total digital consumptionDegree of Digital Consumption =
total consumption

 

According to our team’s previous research on digital RMB index and Chi-
na-style digital economy index (Su et al., 2022), it is suggested that the ratio D1 
(digital consumption index/digital economy index) and ratio D2 (digital RMB in-
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dex/digital consumption index), both of which can be coupled to assess the weight 
and stage of digital consumption in promoting the development of digital econo-
my (Ding et al., 2022), and also to quantify (Meaning et al., 2018) the effect of dig-
ital RMB development on promoting digital consumption (Minesso et al., 2020). 

3. Logics 

Through the above concepts, we explore the logic of consumer recovery. 
We find that Consumer Confidence Index (CCI) in China plummeted in 2022 

(see Figure 1), while deposits increased by 24.26 trillion. We briefly divide con-
sumer groups into three major categories: the higher class (with a small propor-
tion), the middle class and the new middle class (with a gradually increasing 
proportion, but less than 300 million people overall), and the lower class (with a 
decreasing proportion year by year, but still the largest proportion group). Its 
higher production group, the rich group, is mainly composed of business people; 
the middle class and new middle class are mainly intellectuals, white-collar 
people and other middle and high position groups, as well as civil servants and 
career staff; the lower class is mainly composed of the vast number of farmers 
and people without stable occupation and no basic income. 

According to McKinsey, during the pandemic, the marginal spending desire 
of low-income earners in overall consumption decreased, while the total con-
sumption of FMCG products of middle and high-income earners increased rather 
than decreased (focusing on beverages and makeup and beauty, etc.); the propor-
tion of stockpiling behavior of low-income earners increased, and e-commerce 
platforms, especially cheap goods platforms, benefited more. Low-income earn-
ers are more inclined to save, and during the pandemic period when the overall 
proportion of social investment and financing is reduced, the counter-intuitive 
increase in savings undoubtedly increases the overall operating costs of the social 
and financial system (e.g., increased difficulty in financing the national debt and 
local debt and increased pressure on debt servicing), which is not conducive to 
economic recovery. 
 

 
Figure 1. Consumer Confidence Index (CCI) (created by authors). 
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Before the pandemic policy was released in 2022, China’s monetary base M2 
continued to break new highs in recent years, with the M2 balance at the end of 
November at 264.7 trillion yuan, up 12.4% year-on-year, breaking the highest 
value since April 2016 (see Figure 2). It is very worthwhile to explain the pecu-
liarity of the benchmark comparison year of 2016, because the impact of the 
sharp pullback in the A-share stock market in 2015, China’s monetary and fiscal 
policies were very accommodative in 2016, and as a result, the whole society ex-
perienced a round of house price and food price increases that have been rela-
tively rare since the reform and opening up, so the breakthrough of M2 data at 
the end of 2022 to a high since April 2016 is an event that deserves high atten-
tion. In contrast, not only did social finance and social consumption not rise in 
the same proportion during the same period, but both even declined, and me-
dium- and long-term loans rose to a limited extent, well below the expectations 
of the top designers (Kuckertz et al., 2020). These macro indicators have shown 
that although China’s monetary policy has continued to ease in order to stimu-
late the economy through the trough of the pandemic (Agur et al., 2019), the 
newly added money has clearly occurred in the financial sector idle phenome-
non (Boateng et al., 2022), this monetary trap, if not broken in time, will only 
increase the overall social CPI, intensify the gap between the rich and poor, fur-
ther damage the real economy, and fall into a vicious circle (Prasad, 2021). So 
our government in 2022 with unprecedented strength and tools to curb the rate 
of CPI rise, the latest CPI data is 1.6% (see Figure 3) (the CPI of major countries 
in Europe and the United States in the same period are above 5% (Hall et al., 
2023), and even some months touched 10%) (Calinescu et al., 2023), the most  

 

 
Figure 2. The growth rate of M2 (created by authors). 
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Figure 3. China’s CPI. (created by authors). 
 

typical is the price of pork occurred in a roller coaster of ups and downs, the 
pork cycle and debt cycle have occurred more obvious deformation leveling. 
These joint efforts of the official and society as a whole are aimed at providing 
the necessary prerequisites and pavement for a more accommodative monetary 
and fiscal policy in 2023 (Cai & Zhang, 2022). The latest announcement of Chi-
na’s GDP growth of 3% for the year and 2.9% for the fourth quarter of 2022 (see 
Figure 4), although somewhat different from the GDP growth rate intuitively 
felt by the public (subjective feelings are often easily amplified in the darkest pe-
riods of the economy) (Castro et al., 2022), is a base figure is quite conducive to 
the implementation of a economic strategy to use the recovery in consumption 
to boost GDP in 2023 (Langdana, 2022). 

Our government’s national GDP target for 2023 is around 5%, with Hainan 
Province even proposing a target of 9.5%. In anticipation of a generally bearish 
overseas market and declining net export indicators in 2023 (Son et al., 2022), if 
we want to achieve such a high target, the government should not only make 
further efforts in macro policies to promote consumption (Liu & Liu, 2022), but 
also make more innovations in actual consumption scenarios and consumer 
groups and even sources of consumption funds (Su et al., 2022), so that macro 
policies can be fully implemented and overall operating costs of society can be re-
duced, and the supply and demand sides can be synchronized to achieve greater 
(Lyu & Chen, 2023). It can be said that 2023 is a promising year to test the go-
verning ability and economic development ability of local governments (both in 
southeastern coastal provinces and inland provinces) (Nicola et al., 2020). 

There are more and more signs that in 2023, the Chinese government may 
make big moves to eliminate the disparity between the rich and the poor in spe-
cific areas, in other words, in the new year, the high-income group may have to 
pay more social responsibility, while the middle and low-income group will be 
guided and supported in the consumption upgrade (Pieterse, 2002). 
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Figure 4. The GDP growth rate. (created by authors). 

 
The consumption upgrade and guidance of the higher and middle class is not a 

difficult task that needs special discussion (tax reform is a necessary means to 
achieve a more reasonable redistribution of wealth and to guide the reasonable flow 
of capital), but the most difficult is the consumption upgrade of the vast proportion 
of the lower income group, especially the farmer group (Qiang & Hu, 2022). 

The current domestic mainstream fund managers are positioning the main 
force of consumption on the new middle class group, but the team in this paper 
does not fully agree. First of all, the main group of consumption before the pan-
demic was mainly the middle and higher class in the amount of 100 - 300 million 
(Zhou et al., 2022), geographically skewed to the southeast coastal cities and the 
four regions of Beijing, Tianjin, Hebei, Jiangsu, Zhejiang and Shanghai, Pearl 
River Delta and Sichuan and Chongqing. This group’s consumption shrinkage in 
the pandemic years is mainly in the high-end consumption area, and combined 
with the more fragile balance sheet and mortgage pressure in first- and 
second-tier cities. It can be expected that this group’s consumption recovery will 
be fast, but not strong enough, and we cannot even be blindly optimistic that 
they will create a stronger consumption volume and scale than before the pan-
demic. We believe that in the post-pandemic era, the main force of consumption 
should look more at the low-production group, especially the vast number of 
farmers. According to the common sense of economics, to enhance a person’s 
consumption, he/she should first be given more income, then to enhance confi-
dence in future income and stimulate his/her potential consumption demand 
(Shi & Jiao, 2022), and finally to be able to fully mobilize the transfer of personal 
precautionary savings to consumption cash to achieve the completion of con-
sumption action. 
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On the one hand, China’s vast base of farmers has a very high potential de-
mand for consumption upgrade. With the improvement of material and cultural 
level since the reform and opening up (Su et al., 2023), the vast number of far-
mers’ demand for material goods has been upgraded from necessary taste-type 
living goods to high-level living goods, especially the demand for high-standard 
self-built houses in rural areas, the demand for cars as a means of transportation 
in the county, the demand for new household appliances to improve living, the 
financial demand to improve education and medical level, and the demand for 
agricultural products based on the supply and marketing network is constantly 
rising, and this part of the demand is incomparable to other consumer groups in 
terms of quantity and variety, and is the newborn consumer army (Steinbock, 
2012) (see Figure 5). 

It can be said that the high consumption group will have to bear more social 
and tax responsibilities in the post-pandemic era, the middle class will complete 
the task of rapid recovery of consumption (that is, return to the past level), and 
the task of breaking through to new highs in consumption power can only be 
completed by the low production group under the new policy. 

Our government’s continuous layout of the new rural supply and marketing 
network after the 14th Five-Year Plan is based on the integration of resources 
from the national level and provincial cross-domain level, which will supply and 
sell the whole chain to close the loop and make up for the shortcomings of the 
new private model of the cyberstar economy and the internet economy for po-
verty alleviation, so that the work of helping the majority of farmers to preserve 
income promotion is more refined. Since the reform and opening up (Zhao et 
al., 2022), from the very beginning of the household responsibility system to the 
government’s abolition of the arable land tax and breeding income preservation 
subsidies to help farmers, to the establishment of the agricultural futures market, 
to the promotion of inclusive finance and credit for the agriculture, to the recent 
construction of the new supply and marketing agency network, our govern-
ment’s efforts and breadth of work continue to deepen, with a clear goal to make  
 

 
Figure 5. Total retail sales of social consumer goods. (created by authors). 
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the farmers’ groups generally rich, so that their consumption power continues to 
rise, so that they are truly willing and assured. The government’s goal is to make 
farmers more affluent, to increase their spending power, and to make them will-
ing and comfortable to spend their precautionary savings to improve their lives 
(farmers are the group with the most precautionary savings). 

Our research suggests that the Chinese government will stimulate the con-
sumption of farmers by increasing both income (or transfer payments) and ex-
penditure. In terms of increasing income (or transfer payments), in addition to 
preserving the price of agricultural products through the new supply and mar-
keting agency network (Andolfatto, 2018) and the private agricultural economy 
model, it will also vigorously use large amounts and large percentages of con-
sumption vouchers (e.g., promotional coupons), most likely in the form of digi-
tal RMB for precise and universal distribution (Auer et al., 2020), which can 
overlap to stimulate the development of China’s digital economy (Solberg Söilen 
& Benhayoun, 2021); in terms of increasing spending, it will rely on farmers’ ma-
jor high consumption demand (Infante et al., 2022). In terms of increased spend-
ing, we will rely on the main high consumption needs of farmers, and cooperate 
with the majority of high-quality supply-side enterprises and platforms (2023 is 
also a promising year for the platform economy to bottom out), or use the digital 
RMB approach for precise poverty alleviation-style consumption matching. 

In total, the country will increase higher responsibility for high-income groups 
from a tax perspective, elevate more promotional fee-preserving confidence initia-
tives for the middle class, cash in more income enhancement measures for 
low-income groups, especially rural groups with significant bases, and lead a new 
economic model that enhances their quality of life-a digital consumer model 
aligned with urban consumption group. The digital consumption index estab-
lished in this paper can be used to measure and track the potential and function of 
digital consumption in the consumer recovery wave (Kiff et al., 2020). 

4. Policies 

Based on the above concept and logic, we propose the following policy recom-
mendations. 

We hope that in the first quarter of 2023, the central bank will cut interest 
rates or required reserve ratio (RRR) at least once more for the purpose of sti-
mulating the economy, and that there will be a salary increase in the national 
civil service and institutional system (minimum income standards and wages in 
the state and private sectors will be raised simultaneously), and that there will be 
greater and more actions in the digital RMB overlaid with tax reform and con-
sumption vouchers (Chiu et al., 2019), and that we may even explore channels 
and precise support for low-income people through digital fiat money (Ozili, 
2021). We may even explore channels and solutions for precise support of 
low-income groups through digital fiat money (more social forces and solutions 
will emerge) (Davoodalhosseini, 2018). 
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The study of social finance, social consumption and total money supply M2 
shows that under the main theme of consumer recovery, the CPI-linked con-
sumer sector will be the first to rise in the first quarter, especially agricultural 
companies such as meat, fruits and vegetables will be the first to gain. Whether 
the CPI index can rise quickly or to what extent depends largely on the govern-
ment’s tolerance attitude. We believe an appropriate tolerance for a slower 
broad-based climb in CPI in the post-pandemic era will help boost the slope of 
China’s economic bottoming out, especially based on the premise of lower CPI 
and GDP growth rates in 2022. The tasting-based and integrated services sectors 
rebounded faster during this period. 

From the second quarter onwards, non-CPI closely linked consumer compa-
nies will benefit significantly from their results or report large positive earnings, 
especially the touching-based and hearing-based equipment sectors will benefit 
more. 

From the third quarter to the fourth quarter, the tone of consumer recovery 
may shift to the beverage and alcoholic beverages category and the light luxury 
sense of smelling-based products. The slope of the sustained rise in this segment 
is not among the largest, but the time is longer and the space is more substantial. 

The proportion of basic tasting-based consumption will decline throughout 
the year, the enjoyable taste consumption, especially alcoholic beverages will 
continue to rise, smelling-based consumption will appear faster up, superim-
posed on a variety of sensory audio-visual touch of digital consumption will 
continue to complete the task of recovery and innovation, and comprehensive 
service consumption will have different degrees of recovery. From the point of 
view of duration and upside, digital consumption is the main force to be reck-
oned with. 

5. Summary 

In fact, we can never accurately predict the trend of financial asset prices (He et 
al., 2021), but according to historical experience, there is a certain pattern of 
price fluctuations, especially in the process of recovery back to reasonable valua-
tions. 

Assuming that a period of time A-share field trading and off-site sideline 
funds are relatively fixed, the overall volume of these funds is firstly not enough 
to instantly and simultaneously make all reasonably valued stocks rise in tandem 
and keep the rate of rise consistent; secondly, the holders of funds (or decision 
makers) are divided into institutions, lobbyists, retail investors and the more 
mysterious national team, each of whom represents long term style funds, short 
term style funds, emotional style funds and regulator’s will funds. Different 
styles of decision making are not possible to synchronize and consistent. There-
fore, we can say that even if a sector or several sectors (including horizontal and 
vertical) in the A-share market is unanimously bullish in the middle and distal 
markets, there will be a near-end asynchronous rotation effect, and the supe-
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rimposed emotional factors of lobbyists and retail funds will enhance the mag-
nitude of this rotation, presenting a clear trend rule between sectors in time se-
quence. 

The research team in this paper will define this phenomenon as the Roller 
Conduction Effect1, intuitive feeling like a bucket of water in the rolling rotation, 
because of tension and gravity, clutch force and other forces together, resulting 
in water kinetic energy in accordance with a direction of the overall rolling con-
duction, in a particular point on the cylinder wall is to see the continuous cycle 
of counter-balance.  

Investors, especially the majority of retail investors without capital advantages 
and information advantages, in the non-exhaustive market are not to chase the 
roller in the water kinetic energy-excessive pursuit of frequent trading state of 
chasing up and down, the most sensible approach is to patiently hold and in-
crease positions in a certain point asset, waiting for the roller conduction to this 
point to achieve profits. 

Finally, we sincerely hope that the economic development of the motherland 
can achieve a high-quality recovery, the early realization of Chinese moderniza-
tion! 
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