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Commodity Takeaways from China Political Conference 

Stablisation was the major and high frequency word from the political conference, 

which was an extension of the strategy from 2020 and 2021. The stablisation 

strategy included an appropriate monetary policy, which focus on the area lack of 

liquidity.  

Financial deposit rates decreased from 3.2% to 2.8% y-o-y, macro leverage rates 

were down by 7.7% to 272.5% y-o-y. The decrease on both rates indicated the 

current financial markets have decreased on some potential debt risks. The year 

2021 also increased the tax cut by 1 trillion yuan compared to 2020, which survived 

many mid-cap companies. Mid-small capital companies average net profit raised 

from 0-5% range to 8-10% range during 2021. However the survey didn’t include 

some potential risk and loss brought from forex. The agricultural providers and raw 

industrial materials makers were generally enjoying gains with the sharp rise in 

inflation rate.   
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Asian Pandemic and Big Sell-off on New Emerging Markets  

Multiple Chinese provinces have been impacted by the virus. Coastal provinces 

accounted for 45% of total China GDP. Big cities started strict quarantine and 

lockdown of public areas. However the unexpected hit generated some 

transportation problems on goods and caused a sudden closure of industrial 

activities. The local governments expected a few weeks of disruption. JP Morgan 

decreased their projections for China’s growth in Q1 to zero.    

A heavy sell-off in new emerging markets started from last week. HSCEI 

represented the state-owned enterprises of China listed in Hangseng Index, 

suffered a near 30% slump during the current five weeks.   

 

 

When will this Super Commodity Cycle End? 

The Russia and Ukraine delegations continue to make slow progress in talks to end 

the conflict. The U.S. stock market did react to some progress in the talks which 

may signal a path to end the war, with a big rebound in early market, however it 

lost all of gains afterwards. U.S. 10 Year Treasury-Bond reached 2.05%. It looks 

like from a commodity perspective it’s started to move to a bearish outlook on 

equity and bond markets from this year. Assets escaped from the equity and bond 

market prior to the FOMC conference.  
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When will this Super Commodity Cycle End? (Cont’d) 

Other than supply shortages, the shift of energy structure from traditional to new 

sustainable energy types also contributed to the growth of commodity markets in the 

long run. Bloomberg expected 173 trillion U.S. dollar investment market in the new 

energy related supplies and infrastructure. By 2050, new energy will occupy 85% of 

the entire energy consumption market. If major investments in oil and coal market 

shift to new energy markets, the related metals are still looking undervalued in the 

long-run.  

The war-related super cycle will end, however the new energy driven market has a 

longer future in affecting markets, which may be accelerated by the conflict.  
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