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• China’s role in the commodity market. China has emerged as an influential force in commodity markets. As 

the fastest-growing economy in the past decade, with a growth strategy that relies on investments and exports, 

the country has displayed an intensive use of commodities compared to other emerging nations. China’s 

consumption as a percentage of global production accounts for about 20% of non-renewable energy resources, 

23% of major agricultural products and 40% of base metals. Meanwhile, there are new trends in the outlook 

which will influence the future of China’s commodity demand. These include its rebalancing strategy towards 

consumption instead of investment, the “new” urbanisation drive and innovations to develop renewable energy.

• Short-term trends in commodity demand. During the next two years, in the transition towards a new growth 

strategy, which implies lower GDP growth rates compared to the past decade, we don’t expect any abrupt 

adjustment in the demand growth for commodities. Indeed, authorities are committed to maintaining high GDP 

growth targets of around 7% during the 12
th

Five-Year Plan. This implies that during this period, investment in 

real estate and infrastructure will be critical in smoothing fluctuations in economic activity. We also expect 

stronger demand growth for commodities related to solar and wind energy, since this is the new wave in 

environmental friendly energy sources. Meanwhile, the demand growth for soft commodities is undergoing a 

slow transformation. Only “new” food items, such as coffee, will most likely continue to experience a surge in 

demand growth as consumption patterns change.  

• Long-term trends in commodity demand. There will be winners and losers in this transformation process and 

it should not immediately be assumed that rebalancing means less consumption. Commodities linked to rising 

income and changing consumption patterns will fare better than those used for construction and infrastructure 

growth. In fact, as the rebalancing strategy takes more shape, the demand for consumer goods coming from the 

growing middle income bracket and from migrant workers will have a large impact on demand for household 

appliances, vehicles and food. Meanwhile construction and infrastructure investment will slow only gradually, 

given the “new” urbanisation drive that is still to come. This could imply that steel demand growth, for instance, 

which is widely used across industries, will expand, but at slower rates as China moves further in its 

development.
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Introduction

After a period of slower economic growth, considered the “new 

normal” for China’s growth path, many think that the 

implications for the country’s commodity demand will pose a 

threat to the future of global commodity markets. We think that 

it is more complicated. In the short term, China’s demand for 

commodities will show more modest growth compared to the 

past, in line with an economy that is stabilising. In the long run, 

however, we expect the demand for commodities to change in 

response to the transformation of the economy. There will be 

winners and losers in this process. Commodities linked to 

rising income and changing consumption patterns will fare 

better than those used for construction and infrastructure 

growth. But growth rates will adjust only gradually. In the initial 

phase of this transformation, the demand for commodities 

related to these sectors will remain high. This note examines 

the major forces that influence commodity demand and their 

impact.   

China’s role in commodity markets

China has emerged as an influential force in commodity 

markets. Its consumption as a percentage of global production 

accounts for about 20% of non-renewable energy resources, 

23% of major agricultural products and 40% of base metals. 

There are several explanations for China’s strong commodity 

consumption. As the fastest-growing economy in the past 

decade, with a growth strategy that relies on investments and 

exports, the country has displayed an intensive use of certain 

commodities compared to other emerging nations. For 

instance, China consumes now around 35% more energy than 

Brazil. When compared to advanced economies, China’s per 

capita consumption of certain commodities still lags behind, 

but it is catching up quickly 

Energy consumption per capita still lags behind

Source: International Energy Agency and ABN AMRO Group Economics

New trends will influence the future of China’s commodity 

demand. These include its rebalancing strategy towards

consumption instead of investment, the “new” urbanisation 

drive and innovations to develop renewable energy. The latter 

includes innovations aimed at reducing the consumption of raw 

materials and energy use in transport. In China’s search for 

more sustainable growth, the business cycle will be influenced, 

impacting commodity demand in the short term.

China’s share in global commodity markets

%

Source: United Nations COMTRADE database and ABN AMRO Group 
Economics

China’s investment cycle – modest negative impact 

Over the past decade, China’s economic growth has been 

increasingly associated with investment growth. Investment 

has supported industrialisation and urbanisation, and has 

contributed to a large and growing demand for commodities. 

While China’s growth seems to be moderating in its search for 

a more sustainable growth strategy, we continue to see that 

investment in infrastructure leads the way. Throughout 2012 

when economic activity started to lose momentum, stimulus 

still found its way to infrastructure railway projects. 

Investment in infrastructure still dominates

% yoy

Source: CEIC and ABN AMRO Group Economics

Meanwhile, the real estate sector has been strictly controlled 

over the past three years to avoid excesses. This is reflected in 

the demand for iron ore. Indeed, Chinese import growth in 

certain metals including iron ore is closely linked to demand 

from the real estate sector and infrastructure projects. The 

demand growth of iron ore has been gradually slowing, from 

an average of 18.4% in the period 2005-2010 to 11% in 2011 

and 8.5% in 2012. This went hand-in-hand with a notable 

slowing in investment in infrastructure and real estate. 
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Real estate investment and prices for iron ore

% yoy

Source: CEIC, Thomson Reuters Datastream and ABN AMRO Group 
Economics

In the short term, year on year growth in land sales and growth 

in floor space sold, have started to hint at a somewhat lower 

real estate growth in the coming months. Growth of floor space 

sold is moving sideways and land area sold is slightly picking 

up, but remains in negative territory. Meanwhile, housing sales 

growth, which had been surging mainly in large cities, is now 

decelerating, while real estate inventories in larger cities have 

fallen, but remain high nationwide. After achieving strong 

growth rates in 2013, sales growth is expected to remain at 

moderate levels as the growth of land area sold declines.

Leading indicators hint at lower real estate investment
% yoy

Source: CEIC and ABN AMRO Group Economics

With respect to infrastructure, the government has shown 

support for railway and environmental projects. Overall, 

however, investment in infrastructure is now more limited,

hinting at more modest demand. In sum, we expect the 

recovery in China to be a moderate one, which means that its 

role as a global driver of commodity prices could be easing, 

while remaining important in comparative terms. This brings us 

to the structural changes that will influence China’s trend in 

commodity demand.

China’s urbanisation – High positive impact

China’s economic policy decisions have already had major 

implications for commodity markets. In the wake of the 2009 

financial crisis, Chinese policymakers undertook one of the 

largest stimulus programmes, which triggered an 

unprecedented construction boom. This strategy had a 

significant impact on the demand for metals. The government’s 

current policy is to bring the property market into more 

balanced territory without disrupting the economy. With the 

prospects of rising incomes and new plans for urbanisation, 

the question now is how the transition will proceed and how it 

will impact the commodity market.  

Although China has made progress in urbanisation. Slightly 

more than 50% of the population is now living in urban areas

compared to 38% in 2001, China’s urbanisation ratio is far 

below that of other emerging countries and is considerably 

lower compared to advanced economies. The government 

expects a further 45 million farmers to migrate to cities during 

the Five-Year Plan period. This is theoretical, since there are 

certain bottlenecks that are hampering a rapid pace of 

urbanisation. Rural migrant workers are still not participating in 

the demand for housing in urban areas as the hukou reform 

still needs to be rolled out, while subsidy programmes are not 

functioning optimally1. Hence, there is potential for commodity 

demand led by the “new “urbanisation, but this demand

depends on the pace of decision-making among China’s 

leaders. 

Urbanisation still has a long way to go

Source: World Bank and ABN AMRO Group Economics

  
1

The hukou system requires migrants to register in only one place 
of regular residence and defines the rights for social an economic 
activities in the specified locality.
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China’s changing consumption patterns – Modest positive 

impact

Another important change that will take place as incomes rise 

is a likely adjustment in consumption patterns. China’s shift 

towards consumption has already increased the demand for 

luxury goods. As the rebalancing strategy takes further shape, 

however, the demand for consumer goods from the growing 

middle-income bracket and from migrant workers will have a 

large impact on demand for household appliances, vehicles 

and food.

Indeed, we expect that when the rebalancing strategy 

consolidates, the demand growth for vehicles will be an 

important driver of commodity demand, mainly (non) ferrous 

metals and palladium. Vehicle sales in China already surged 

between 2009 and 2010. Even so, there are 65 passenger 

cars per 1000 people in China, compared to 451 per 1000 in 

the US. Sales growth is projected to increase in the coming 

period. Nationwide, however, the demand for commodities 

associated with the auto industry will not be as strong as 

during the peak sales years as environmental issues dominate 

the debate in China and cars are becoming lighter and are 

made with more environmentally friendly input.  

Commercial vehicle sales peaked in 2010
% yoy

Source: CEIC and ABN AMRO Group Economics

With respect to food demand, the Chinese consume a 

relatively higher level of calories compared to other countries 

(even in the rural areas). We expect, however, that dietary 

patterns will shift towards products that are more geared 

towards higher incomes, moving from pork and corn to beef 

and dairy products, for instance. Consumption of these higher 

end products is far below the levels seen in Western diets. And 

while it is not necessarily accurate to assume that China will 

shift to a Western diet, media exposure is leading young 

consumers to discover “new” needs. Meanwhile, the 

consumption of rice and wheat could decline somewhat with 

changing preferences. Data already suggest that these trends 

are changing. Coffee is an example of a commodity 

experiencing rapid consumption growth as a result of changing 

tastes among city dwellers.

China’s technological innovation – High negative impact

China’s leaders have become quite sensitive to pollution, the 

quality of the environment and the intensive use of scarce 

resources. This is reflected in its 12th Five-Year Plan, released 

in 2011, and the 12th Five-Year Development Plan for iron and

steel, released in 2012. The aim is to transform and upgrade 

industries, including metal industries, while reducing the 

intensity of consumption of key metals, promoting energy 

saving reforms and improving energy efficiency. However, this 

process will likely be slow. As is true for other reforms, details 

of how China’s leaders will go about reaching this goal are 

unclear. 

China’s change in usage intensity* 
% 2007-2011

*Usage intensity is consumption quantity per unit of GDP. 
Source: CEIC and ABN AMRO Group Economics

Still, greater gains have been made on other fronts. China has 

started a campaign to reduce energy consumption per unit of 

GDP. Measures have already been announced to restrain 

activity in energy-intensive and environmentally-damaging 

industries, which is impacting the intensity of energy 

consumption. The share of crude oil consumption has been 

gradually declining since 2002, from 15.8% to 8.9% in 2012. 

Rapid technological advances in areas like solar and wind 

energy could reduce the pressure on other energy sources.

As is true for other countries in a further stage of development, 

there are also changes taking place in the telecommunications 

industry. This implies a shift to the use of wireless 

communication and greater use of fibre optic cable, which 

means less copper will be used in the future compared to the 

last 20 years.  

Conclusion

While a sharp fall in the demand growth for commodities is 

unlikely in the short term, demand growth in the medium term 

will likely change. There are several forces pulling China’s 

demand for commodities in different directions. On the one 

hand, its use of certain commodities with respect to economic 

growth is considered too high by authorities and efficiency 

gains will have to be made, resulting in lower demand. On the 

other hand, relative to its stage of development, China’s per 
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capita consumption of certain commodities is lower than in 

other countries. In these cases, demand will increase as 

mentioned earlier in the document. In any case we don’t 

expect an abrupt adjustment in commodity demand in the 

coming years. 

Demand outlook for selected commodity aver. growth

in % 2007-2011 2011-2015 2016-2020

Steel 14 9

Crude oil 7 7

Aluminium 18 10

Copper 15 9

Wheat 2 1
Source: ABN AMRO Group Economics  
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