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Industrial Commodities – 4 reason to remain “very cautious”.

1. The National People's Congress of China (which
began in the week of March 5) announced a growth
target for 2012 of 7.5% (it came as a surprise to the market, which
placed the estimation in 8.5% for 2012 and 2013). It is true that this news
alone should not be seen as an inevitable downward shift in commodity
prices (recall that since 2005 growth target set by China has been 8% per
year, but this has not prevented the annual average growth to be 11%
throughout this period).

The weight of investment
(speculative) is much higher in
China than in many countries with
similar per capita income (Brazil,
Thailand, ...)

2. Nevertheless, Premier Wen, has revealed that this
7.5% target for 2012 is an alignment with the objective
of growth in the Five Year Plan, which is 7% per year
... which means that while China may grow every year
over the target (as it did in the period 2005-2011) it
will do at a much lower rate than in the past. This is
simply a reminder that the rates of double-digit GDP,
belong to the past.
3. Additionally, the massive demand for raw materials
from China has been due not only to the commodityintensive activity (as most people think). Much of this
demand has been driven by an unprecedented (and
unsustainable) investment demand (see chart 1).

¿?

4. And what is more, the “timing” of this boom in
commodity investing is a much better explanation for
the surge in metal prices than the pace of
urbanization, as very few think (see chart 2)
Source: IMF, Thomson Datastream, C.Economics
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Legal Disclaimer
All the sections in this publication have been prepared by the team of financial analysts from the financial institution in collaboration with the marketing team.
The views expressed in this document are based on the joint assessment of different studies and public reports made by third parties. These reports contain
evaluations of a technical and subjective nature on economic data and relevant social and political factors, from which the financial institution’s analysts have
extracted, evaluated and summarized the information they believe to be the most objective, subsequently agreeing upon and drawing up reasonable opinions on
the issues analysed herein.
The opinions and estimates in this document are based on the market events and conditions that took place before the publication of this document, and
therefore cannot be determining factors in the evaluation of future events that take place after its publication.
The financial institution may hold views on financial instruments that differ completely or partially from the general market consensus. The market indices
chosen have been selected following the exclusive criteria that the financial institution regards as most appropriate.
The financial institution cannot in any way guarantee that the predictions or events given in this document will take place, and expressly reminds readers that
any past performances mentioned do not in any circumstances imply future returns; that the investments analysed may not be suitable for all investors; that
investments can fluctuate over time in terms of their share price and value; and that any changes that might occur to interest rates or currency exchange rates
are other factors that may also make it unadvisable to follow the opinions expressed herein.
This document cannot be regarded, under any circumstances, as an offer or proposal to buy the financial products or instruments that may have been
mentioned, and all the information herein is for guidance purposes and should not be regarded as the only relevant factor when it comes to making a decision to
proceed with a specific investment.
This document does not, therefore, analyse any other determining factors for properly appraising the decision to make a specific investment, such as the risk
profile of the investor, his/her knowledge, experience and financial situation, the duration or the higher or lower liquidity of the investment in question.
Consequently, investors are responsible for seeking and obtaining the appropriate financial advice in order to assess the risks, costs and other characteristics of
any investments they wish to make.
The financial institution cannot accept any responsibility for the accuracy or suitability of the evaluations or estimates of the models used in the valuations in
this document, or any possible errors or omissions that may have been made when preparing this document.
The financial institution reserves the right to change the information in this document at any time, whether partially or in full.

