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Abstract. The COVID-19 pandemic has already contributed to a significant impact on China's economy. As 

an important part of China's economic development, the enterprises undertake the important function of 

solving social employment and maintaining the stability of the economic system. The COVID-19 pandemic 

has taken a huge economic recession in China. The purpose of this study is to better understand the impact of 

the epidemic on enterprises and to provide some references for the continued development of enterprises in 

China. This paper also prepares for other enterprises to resume operations after the outbreak. This paper uses 

literature analysis, case analysis and data analysis to explore the specific impact of the epidemic on some 

enterprises. It can be concluded that market share in different companies has been analyzed. Also, the 

investment strategies in some well-developed companies can be shared with other same-typed enterprises. 

1 Introduction 

This paper discusses the impact of COVID-19 on Chinese 

enterprises and the investment development planning 

analysis, lists the effects of COVID-19 on Chinese 

enterprises, and discusses how to find the most suitable 

financing method for enterprises by combining the current 

situation and future development examples of several 

typical companies. This research is very important 

because due to the impact of the epidemic, many 

Enterprises in China are facing the risk of bankruptcy due 

to incorrect investment methods. Not only is the rent 

becoming more expensive, but also consumers are unable 

to consume enough products to cover the cost of each 

enterprise. This paper also focuses on whether the number 

and market share of some of the enterprises have increased 

or decreased before and after the epidemic, and uses the 

CMPM model to assist the discussion. This paper can help 

the companies find suitable investment and development 

plans and solve the above problems.  

2 Current Situation of Small and 
Medium-sized Enterprises 

According to the survey conducted by the China 

Association of Small and Medium Enterprises (2020), 

nearly 67.69% of enterprises reported reduced operating 

revenue, 21.61% of enterprises could not repay debts or 

liabilities such as loans in time, 86.22% of enterprises 

could not support funds for more than 3 months, 33.73% 

of enterprises could not support funds for less than 1 

month, and only 9.89% of enterprises reported that they 

could support more than half a year[1]. 

At the end of 2018, there were 369,000 small and 

medium-sized enterprises, according to the National 

Bureau of Statistics. Accounting for 97.6 percent of all 

industrial enterprises above designated size. Among them, 

there are 50,000 medium-sized enterprises, accounting for 

13.5% of the total number of small to medium size 

enterprise; There were 319,000 small enterprises, 

accounting for 86.5%[2]. 

Here is a diagram which stated the numbers of small 

to medium-sized enterprises from 2011 to 2018, before the 

pandemic. 

 

Fig. 1. Statistics on the number of small and medium-sized 

enterprises in China from 2011 to 2018 (Number of small and 

medium-sized enterprises: 10,000) 

Before the epidemic, small and medium-sized 

enterprises in China were already facing severe business 

difficulties and financing difficulties due to high 

information failure, like the potential customers don’t 

know who is providing things they want, high operational 

risks, like the rent, labours and capital costs, difficulties in 

upgrading or in the transformation to more potential 

industries, slowing economic growth, and the Trade War 

between China and US.  

During the outbreak, a huge amount of provinces 

across the country had the implementation of the control: 

first-level response to major public health emergencies, 
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made cities with COVID cases locked down for epidemic 

prevention and control according to China’s emergency 

management, and adopted home quarantine measures 

across the country. As a result, the number of people 

traveling outside the country stopped, and transportation, 

tourism, accommodation, catering, residential services, 

entertainment, training institutions and other industries 

decreased dramatically. These industries are typically run 

by small to medium scaled companies. 

According to the PMI data (Purchasing Managers' 

Index, compiled from a monthly survey of purchasing 

managers, reflects trends in the economy) in February, the 

PMI of medium-sized enterprises and small enterprises 

was 35.5% and 34.1% respectively, down 15.4 and 14.5 

percentage points respectively from the previous month. 

The production of small and medium-sized enterprises 

was severely impacted by the epidemic. 

3 The impact of COVID-19 on China's 
enterprises 

3.1 Tencent 

To list a famous company Tencent, Tencent Group 

released its 2019 fourth quarter and full-year results on 

March 18. Earnings show that in 2019, Q4 revenue of 

105.767 billion increased by 25% year-on-year, net profit 

of 25.484 billion increased by 29% year-on-year; The 

annual revenue was 377.289 billion yuan, up 21% year-

on-year, and the net profit was 94.351 billion yuan, up 

22% year-on-year. Tencent cloud has maintained a high-

digit growth in a row, with annual revenue exceeding 17 

billion yuan. WeChat (a popular communicating 

application in China) monthly earned 1.1648 billion; The 

average number of daily transactions of mini program has 

more than doubled year on year, and the total volume of 

transactions has exceeded 800 billion yuan. The daily 

number of commercial payment transactions exceeds 1 

billion, and monthly active accounts exceed 800 million. 

In 2019, the average daily transaction volume of Tencent 

Commercial Payment exceeded 1 billion, monthly active 

accounts exceeded 800 million, and monthly active 

merchants exceeded 50 million [3]. 

In the face of the sudden COVID-19 outbreak, Tencent 

Cloud quickly adjusted its strategy to fully support the 

resumption of work and production. The novel 

Coronavirus outbreak further demonstrates the utility of 

telecommuting and telemedicine services. Within two 

months after its launch at the end of December 2019, 

Tencent Conference had more than 10 million daily active 

accounts, making it the most widely used video-

conferencing app in China. At the same time, Tencent 

Conference further deepened the communication between 

WeChat and enterprise WeChat, and assisted enterprises in 

customer management and sales transformation. During 

the epidemic, millions of enterprises successfully resumed 

their offices through enterprise WeChat. In the medical 

field, Tencent Health has become an important channel for 

more than 300 million WeChat users to obtain real-time 

epidemic data, online consultation and AI self-diagnosis 

services. In the epidemic era, it provided convenient and 

good services, with a total page view of more than 600 

million. In addition, Tencent Health Code has been used 

by 900 million users in more than 300 counties and cities, 

with a total of 8 billion visits [4]. 

3.2 KFC 

For industries in the catering field, the epidemic has had a 

huge impact. Affected by the epidemic, the performance 

of the chain catering industry declined significantly. 

Almost all stores that remained open during the pandemic 

saw a significant drop in traffic. Same-store sales during 

the Spring Festival period were down 40 to 50 percent 

compared with the same period in 2019. 

 

Fig. 2. KFC Same-store sales growth from 2016-2020[5] 

Net profit down 56% of Yum China, the owner of KFC 

and Pizza Hut, reported revenue of $2.67 billion in the first 

quarter of 2022, up 4% from $2.56 billion in the same 

period last year. Adjusted net income was $102 million, 

down 56 percent from $233 million in the same period last 

year. As of March 31, 2022, the total number of stores 

reached 12,117. The restaurant margin was 13.8%, 

compared with 18.7% in the same period last year, mainly 

due to lower sales due to the worsening outbreak [6]. 

 

Fig. 3. Y/Y Basis Point Change in Yum’s China Food Costs 

China reported first-quarter results on April 29. 

Revenue fell 24 percent to $1.75 billion, while net income 

fell 68 percent to $63 million. KFC, which has been 

supporting Yum's performance in China, reported revenue 

of $1.27 billion in the first quarter, down 20 percent from 
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a year earlier, while Pizza Hut reported revenue of $324 

million, decreased 40 percent. 

 

Fig. 4. Yum’s forward P/E multiple has trended in line with 

sales trends in China 

3.3 Alibaba 

For income statement: Alibaba has disclosed its financial 

results for the third quarter of the fiscal year 2022 (fourth 

quarter of 2021). Revenue was 242.58 billion yuan, up 

10% year on year, led by a 7% increase in China 

commercial revenue to 172.226 billion yuan, a 20% 

increase in cloud business revenue to 19.539 billion yuan, 

and a 27% increase in local lifestyle services revenue to 

12.141 billion yuan. And international business division 

revenue rose 18% year-on-year to 16.449 billion yuan [6]. 

For the balance sheet: As of December 31, 2021, The 

total assets of Alibaba are 1.7660567 billion yuan, and the 

total liabilities are 640.413 billion yuan. The asset-liability 

ratio is 36.38%, which is at a relatively healthy level. 

From the perspective of asset structure, the monetary 

fund was 518.528 billion yuan (including cash and cash 

equivalents of 293.113 billion yuan, short-term investment 

of 185.415 billion yuan, restricted cash of 40 billion yuan), 

accounting for 29.45%, relatively abundant cash; Foreign 

investment reached 476.341 billion yuan, including 

259.133 billion yuan in equity and other investments, and 

227.08 billion yuan in equity accounting, accounting for 

27.05% of the total overseas investment. Goodwill 

269.237 billion yuan, accounting for 15.29%. It also 

included 252.9 billion yuan in prepayments, receivables 

and other assets, 165.056 billion yuan in property and 

equipment, and 61.935 billion yuan in intangible assets 

[7]. 

For the cash flow statement: In 2022, Alibaba's net 

operating cash flow was 149.8 billion yuan, much higher 

than its net profit. In the past five years, the net operating 

cash flow far exceeds the net profit, the cash content of the 

profit is very high, and the capital expenditure has 

stabilized and gradually decreased after the 2019 fiscal 

year. Therefore, Alibaba's free cash flow is good [8]. 

CAPM, Capital Asset Pricing Model. The dominant 

model in modern financial theory. This model studies the 

quantitative relationship between return and risk of risky 

assets. Here is the formula: 

E（Ra）= Rf + beta*[E(Rm) - Rf]. The formula is shown 

above. 

In the CAPM model, people can calculate an unknown 

quantity: the expected return rate (Ra) of stock by 

inputting three known quantities: beta, risk-free rate of 

return (Rf) and market average rate of return (Rm) of a 

stock. Beta represents the systemic risk of the stock, and 

the difference between Rm and Rf is also known as the 

stock market premium. 

For Tencent company in 2021. They earned a large 

number of profits containing game revenue of 176.4 

billion, up 13% year-over-year; Social networking 

revenue was 118.4 billion, up 9.5 percent year on year; 

Social advertising revenue of 75.9 billion, up 13.8% year 

on year; media advertising revenue was 14.3 billion, up 0 

years on year; Fintech and enterprise services revenue was 

167.5 billion, up 30 percent year on year. 

Total revenue: 552.5 billion, up 12.8% year on year, 

according to the 25% net interest rate, non-international 

criteria of the net profit is 5525*25%= 138.1 billion, up 

12.7% year on year. 

According to the non-international standard net profit 

of 98.9 billion /3*4= 131.8 billion in the first three 

quarters [7]. 

Tencent was listed on Hong Kong Stock Exchange in 

2004, and its latest share price is HK $600 with a total 

market value of RMB 4.7 trillion, which has increased by 

over 700 times since its listing. In the past 18 years, 

Tencent's performance has continued to grow, from a net 

profit of 450 million in 2004 to 122.7 billion in 2020, an 

increase of 272 times. The shareholder's equity of the 

company will increase 288 times from 2.7 billion to 778 

billion by 2020.[8] 

Tencent's total investment of 680 billion RMB will 

actually bring a net profit of 3.67 billion RMB to Tencent 

in 2020, the return on investment is less than 1%. In fact, 

this part of retained earnings does not bring any value to 

shareholders. Tencent's high ROE is due to the outstanding 

performance of its main business. 

4 Investment and development plans 
for enterprises in China 

Tencent is once again in the spotlight after paying 

dividends to JD.com. For the reason for the reduction, 

Tencent has taken the initiative to respond that "the 

investment development period of growth enterprises" has 

been the strategic direction of Tencent investment. 

"When the investrated companies have the ability to 

continuously raise their own funds, they choose to exit the 

investment under appropriate circumstances. Tencent's 

'long-term investment' strategy has never changed." [9]. 

5 Conclusion 

COVID-19 has greatly affected the development of 

Chinese enterprises and exacerbated the economic 

recession. This paper studies the market share and annual 

business level of several typical enterprises, and also pays 
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attention to the various economic situations of these 

enterprises. At the same time, this paper also studies the 

strategies that these companies can develop and use well, 

as well as the investment direction, hoping to help other 

enterprises of the same type tide over the difficulties of the 

epidemic. This paper only analyzes Tencent, Alibaba, and 

other large electricity enterprises of various economic 

conditions and so on, but doesn't take into account the 

small and medium enterprises or more industries related 

to disease recovery, the follow-up studies hope researchers 

can also focus on the different sizes of various industries 

after the outbreak of recovery and progress. 
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