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China – will demand overwhelm supply?

• We expect China to be a large, sustainable, consumer 
of imported raw materials

• While short term spikes may exist, we expect supply to 
meet demand

• A longer term global power shift should not be ignored 
when thinking about consumption of raw materials
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We expect China to be a large, sustainable, consumer 
of imported raw materials

• China is a large consumer but short of resources
• Consumption as % of world total doubles each decade
• Urbanisation and associated infrastructure the key 

drivers
• Likely economic development model “continental-

maritime” not “export” in style
• China’s growth is not a short term phenomenon
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China is a large consumer but is short of resources
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Consumption as % of world total doubles each decade
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Urbanisation and associated infrastructure the key 
driver
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Urbanisation and associated infrastructure the key 
driver
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1600 km west of Shanghai
Chongqing: pop. 7 million…and rising



…20 mill. sq metres added in 2004 in Chongqing Province
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Likely economic development model “continental-
maritime” not “export” in style
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Likely economic development model “continental-
maritime” not “export” in style
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Likely economic development model “continental-
maritime” not “export” in style
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Likely economic development model “continental-
maritime” not “export” in style

Source: Macquarie Research, CRU, ICSG
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China’s growth is not a short term phenomenon
(but it is cyclical)
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While short term spikes may exist, we do not expect 
permanent shortage of supply

• Price development will be different per commodity
• Prices (and expectations) are powerful inducers of 

capacity
• The gap between supply and demand can be filled
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Price development will be different per commodity
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Prices are powerful inducers of capacity
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The gap between supply and demand can be filled
Latent capacity - copper example
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The gap between supply and demand can be filled
Latent capacity - iron ore example
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The gap between supply and demand can be filled
Latent capacity – energy coal in China

Source: BHP Billiton

0

500

1000

1500

2000

2500

1990 2000 2010 Latent Capacity
Potential

Mi
ll.

 t/
y

North Shanxi Ordos Other



23

2003 2010 Identified
Capacity
Potential

Existing
Capacity

The gap between supply and demand can be filled
Latent capacity – seaborne hard coking coal example
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Longer term global power shift should not be ignored 
when thinking about Chinese consumption…
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Source: Goldman Sachs Research


