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China House Stimulus: 

China’s southern provinces decreased down payments from 30 percent to 20 percent, triggered the 

first recovery on the long restricted housing market, with ferrous products jumping up on Friday fol-

lowing the news and related housing stock reached limit-up. Guangzhou also adjusted the first pur-

chase house loan rate from 5.6% to 5.4%, market expect more stimulus would carry out during the 

year. However Cric China analysts believed the prevention to over-financialization on houses was a 

major policy currently. The major marginal demand would shift expectation to China’s “Advanced In-

frastructure” first proposed from last Q4. Local government was pushing to bring out more infrastruc-

ture projects after they had received advanced investment. As a result, the liquidity on infrastructure 

was sufficient, similar to early 2019. SHFE rebar increased by 32% during the last “super infrastruc-

ture” cycle, however the difference was that China was in early recovery phase from trade-war treat 

last time while currently rebar was in the late recovery phase of pandemic.  

 

Ukraine– Russia Tension: 

Global markets slumped after Russia recognised the independence of two Ukrainian regions. NATO 

claimed it would impose financial sanctions against Russia. The Rouble corrected to 80.54, a new low 

since November 2020. The below is a summarised potential impact on commodities after combining 

fundamental variables.  

Natural Gas: Europe has high reliability on the natural gas supplied from Russia. The suspension on 

Nord Stream II drove up European natural gas price by 167% in two months in the year 2021. Sanc-

tions could again put pressure on this market. 

Wheat and Corns: Ukraine export 17% of world corn, equal to 33.5 million tons annually, and main-

taining a stable growth the past five years. Russia exports 17% of global wheat and Ukraine exports 

12% global wheat—basis 2021 figures. In general sanctions would certainly cause a supply tension in 

global wheat and corn markets.  

Crude Oil and Fuel Oil: Sanctions could restrict Russian exports of crude oil, temporarily triggered a 

supply issue. However in long-run it would potentially force U.S. to accelerate its push of OPEC to in-

crease supply. In addition, if the tensions cause a decrease in global trade, it will also hurt the con-

sumption of fuel oils.  
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Ukraine– Russia Tension(Cont’d): 

Base Metal: Base metals absorbed some risk-hedging as investors shifted on the premise of general 

shortage of copper, zinc, aluminium and tin. However price-in risk would potentially bring them back 

to last month levels if tracing back to similar cases during wartime. Russia owned the biggest high 

grade nickel provider Nornickel provided 210kt nickels annually.  

Iron ore: Ukraine provided iron ore pellets, however these was not considered as the major bench-

mark and there was limited export volume. Thus the only impact potentially be the pure follow up on 

financial markets.  

Coal: Russia export 48% of total 436 million tons of coals including thermal coals and coking coals to 

north Asia countries. Theoretically the transportation pathway is currently normal, unless there’s a 

change in political sentiment in major import countries which could potentially impact supply.  

 

- China PMI and U.S. PMI both entered a slower contraction phase, plus the estimation number was 

also becoming closer to the real number. Thus, major economies expected to enter a stable weak 

cycle in the year 2022. A PMI rebound in the year 2022 would be a confirmatory signal that the 

country moved back to the recovery track. The market expects both China and U.S. would see a clear 

signal of booming PMI in the year 2022. Interestingly, China CPI and PPI difference expected to 

narrow as the industrial price control and the recovery on consumer spending. 
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Ukraine– Russia Tension(Cont’d): 

Steel: The European steel price slightly dropped last week, however it did see some support with ex-

pectations tensions would disrupt some of Asian-Europe transportation. However from historical cas-

es, steel product demand tends to speculate on supply tensions rather than demand. 

 

 

Sources：Bloomberg, FIS 

Normalized Iron ore, Copper, Soybean and Crude Oil price  

Written by Hao Pei, FIS Senior Research Analyst  

Edited by Chris Hudson, FIS Communications Director  

News@freightinvestor.com, +44 207 090 1120  

Purple：WTI Front Month 

Orange: Copper Front Month 

Green: Soybean Front Month 

Blue：Iron Ore Front Month 

http://www.freightinvestorservices.com

