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China’s “dual circulation” policy shift
To counter external exigencies & global demand shift

 Goal is to sustain long-term
growth in the face of
strategic competition with
the US:

 strengthen the domestic
sector

 reduce reliance on the
external sector

 Focusses:
 industrial upgrading
 import substitution
 consumption upgrading
(shift outbound tourist
spending back to China)
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International impact
 ASEAN has become China’s 2nd

largest trading partner after Europe
since late 2019, reflecting:
 the huge potential of economic
linkage between the two sides
 their cooperation through the
pandemic despite shrinking
global trade & increasing
protectionism

 The RCEP (Nov 2020) + the CAI

(Dec 2020) = platforms for working
with Asia & Europe

 Chinese growth/demand will remain
key for global growth => China’s
“dual circulation” is key for
commodity demand (directly &
indirectly)
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Impact on the commodity market
 China is becoming less important in driving
commodity prices in the post-Covid world

 Western infrastructure and global green infra
spending are key factors in the next
commodity price upturn

 But China’s demand base is large, so even

an avg of 4% YoY growth, for example, in its
demand still matters
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Structural change in China’s demand
 Demand will change to high-quality metals,

energy & agricultural products from low-end
and crude commodities

 Carbon neutrality by 2060
 => cuts on industries with heavy
power consumption and high
emissions and increase in investment
in renewable energy, smart grids and
electrification
 Copper, graphite electrodes, alloy
and natural gas to benefit from
China’s switch from coal to gas and
renewable energies and EV
production

 Demand for high-quality foods – grains,

meat, dairy products – to continue to rise
along with income growth
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The bottom lines
China’s commodity demand is changing as its growth shifts away from
heavy investment to high-value manufacturing, consumption and
services

The new 14th Five-Year-Plan (ending 2025) focusses on improving
growth quality through digitalisation, high-tech development,
consumption upgrading and continued structural reforms to cut
excessive capacity => all are not commodity-intensive

There will not be significant Chinese demand growth across all
commodity classes in the post-pandemic global recovery

China’s demand will shift to high-quality commodity and energy products
in the coming years.

6

Disclaimer
This material is issued and has been prepared by BNP PARIBAS ASSET MANAGEMENT Asia Limited (the “Company”), with its registered office at
17/F, Lincoln House, Taikoo Place, Quarry Bay, Hong Kong. BNP PARIBAS ASSET MANAGEMENT Asia Limited in Australia is an authorised
representative of BNP PARIBAS ASSET MANAGEMENT Australia Limited ABN 78 008 576 449, AFSL 223418 (“BNPP AMAU”). This material is
distributed in Australia by BNPP AMAU.
This material has not been reviewed by the Hong Kong Securities and Futures Commission. This material is produced for information purposes only
for wholesale investors and does not constitute:
1. an offer to buy nor a solicitation to sell, nor shall it form the basis of or be relied upon in connection with any contract or commitment whatsoever
or
2. investment advice.
This material makes reference to certain financial instruments authorised and regulated in their jurisdiction(s) of incorporation.
Opinions included in this material constitute the judgement of the Company at the time specified and may be subject to change without notice. The
Company is not obliged to update or alter the information or opinions contained within this material. Investors should consult their own legal and tax
advisors in respect of legal, accounting, domicile and tax advice prior to investing in the financial instrument(s) in order to make an independent
determination of the suitability and consequences of an investment therein, if permitted. Please note that different types of investments, if contained
within this material, involve varying degrees of risk and there can be no assurance that any specific investment may either be suitable, appropriate or
profitable for an investor’s investment portfolio.
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Investments involve risks. Given the economic and market risks, there can be no assurance that the financial instrument(s) will achieve its/their
investment objectives. Returns may be affected by, amongst other things, investment strategies or objectives of the financial instrument(s) and
material market and economic conditions, including interest rates, market terms and general market conditions. The different strategies applied to
financial instruments may have a significant effect on the results presented in this material. Past performance is not a guide to future performance
and the value of the investments in financial instrument(s) may go down as well as up. Investors may not get back the amount they originally
invested.
The performance data, as applicable, reflected in this material, do not take into account the commissions, costs incurred on the issue and
redemption and taxes.

