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Acronyms and abbreviations
ABS	 Australian Bureau of Statistics		

AUD, $A	 Australian dollar			    	

bcm	 billion cubic metres			 

BREE	 Bureau of Resources and Energy Economics	

CEIC	 Chinese Economic Information Company

CFR	 Cost including freight								      
											         
CNY	 Chinese yuan						    

cm	 cubic metres

dltu	 dry long tonne unit

FDI	 foreign direct investment

FOB	 free on board

FX	 Foreign exchange

G3	 United States, Europe and Japan

GDP	 gross domestic product

GFC	 global financial crisis

GFCF	 gross fixed capital formation

GCF	 gross capital formation

IEA	 International Energy Agency

IMF	 International Monetary Fund

koe, mtoe	 kilogram of oil equivalent, million tonnes of oil equivalent

kgpp	 kilograms per person

kWh	 kilowatt hour

LNG	 liquefied natural gas

Mt	 million tonnes

na	 not available

NAR	 net as received

NIEs	 Newly Industrialised Economies (Singapore, Taiwan, Hong Kong, South Korea)

ODI	 outward direct investment

OECD	 Organisation for Economic Cooperation and Development

OPEC	 Organisation of Petroleum Exporting Countries

PMI	 Purchasing Managers Index

PPP	 purchasing-power parity

ppt	 percentage point

RET	 Department of Resources, Energy and Tourism

RMB	 Chinese Renminbi

SHIBOR	 Shanghai Interbank Offered Rate

sqkm	 square kilometres

USD, US$	 United States dollar

Growth rate conventions and abbreviations.

“Year-ended growth”, abbreviated %yr, is the 
level of an indicator in a single period (a month or 
quarter) versus the corresponding period in the 
prior year, expressed as a percentage. 

The term “smoothed growth” should be 
understood to represent a 3 month moving 
average (3mma) of the year- ended growth rate. 

“Year-to-date growth”, abbreviated %ytd, is the 
accumulated level of an indicator at a point in the 
calendar year (for example year-to-June, year-to-
Sep) versus the corresponding point in the prior 
year, expressed as a percentage.

“Annual average growth”, abbreviated %ann, is 
the level of an indicator over four quarters, versus 
the previous four quarter period, expressed as a 
percentage.

“Month-on-month and quarter-on-quarter 
growth”, abbreviated %mth or %qtr, is the level of 
an indicator in one period, versus the immediately 
prior period, expressed as a percentage.

“Annualised growth or annualised rate”, is the 
change in an indicator in a single period grossed 
up to a year, expressed as a percentage. If 
seasonally adjusted, this may be rendered as %saar.
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Foreword
Welcome to the inaugural edition of the Westpac-BREE China Resources Quarterly – hereafter 
the CRQ. The CRQ is a ‘first of its kind’ collaborative research venture between the Westpac 
Institutional Bank (hereafter Westpac) and the Bureau of Resources and Energy Economics 
(hereafter BREE). 

The CRQ aims to become the primary reference point for public and private sector decision 
makers seeking to understand developments in the Chinese economy, with special reference to 
its demand for resources.

There is great deal of freely available commentary on the Chinese economy. There is an equally 
voluminous public literature on the state of resources markets. There is, however, a lack of 
material that bridges these topics and treats them as a related whole. The CRQ aims to fill that 
gap by merging Westpac’s market leading macroeconomic analysis with BREE’s commodity 
specific insights. 

The CRQ is designed to be accessible to non-specialists, while remaining relevant to the expert. 

As we move deeper into the second decade of the Asian Century, no key decision maker can 
afford not to commit half an hour once a quarter to absorbing the key themes contained in this 
report.

	

Bill Evans						      Bruce Wilson

Chief Economist, Westpac					     Executive Director, BREE
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Executive summary 
The Chinese economy grew at a rate slightly below its potential in the first half of 2013, as 
external headwinds and a less accommodative policy stance combined to suppress overall 
activity. Accordingly, the general impression left by the flow of data has been consistently 
underwhelming. 

Growth in heavy industrial capacity has slowed markedly over the last twelve months. 
Countering that, investment in hard infrastructure has been on an accelerating trajectory 
since the September quarter of 2012, with transport projects very much to the fore. Real estate 
investment has improved modestly from a mid 2012 lull, although housing starts are lagging 
behind property sales in the year to date. With sales now slowing in response to a further 
round of housing controls, developers look set to retain a selective approach to new projects.

Heavy industrial output was moribund in the first three quarters of 2012. The late year 
upswing, when it came, was modest. That recovery, which spilled into the early part of 2013, 
has now plateaued. As of June, China’s exports to advanced markets are falling, while its 
shipments within Asia have decelerated sharply. Overall imports from commodity producing 
countries are rising by a modest 7.6% in year-ended terms; imports from the G3 economies are 
just positive on the same basis; while imports from elsewhere in Asia have slowed abruptly. 

In response to rapid credit growth and a sharp rise in capital inflows in the early part of the 
year, the authorities engineered a liquidity ‘squeeze by fiat’ in the month of June. The result 
was a dramatic rise in interbank interest rates, a sharp outflow of hot money and a steep 
decline in global asset prices linked to the China story. While interbank rates have returned 
to something approaching normality, the evidence suggests that international investors 
remain highly sceptical regarding China’s growth prospects.

As the world’s largest consumer of most minerals resources, the slowing of economic growth 
in China is starting to flow through to commodities markets. Although China’s metals use, 
energy output and raw material imports remain high (and are still growing in most cases); 
most commodity prices have continued retreating from the record high levels of recent 
years.

There is mounting evidence that the current phase of the commodity price cycle is coming 
to an end. Global supplies have caught up with the rapid demand growth of the past 
decade. Most markets now face surplus supply. The resulting accumulation of stocks has 
depressed prices to the point where many producers around the world are operating at a 
loss. Metal producers in China have not been immune to these market conditions and recent 
announcements of directed capacity closures suggests Government support for loss-making 
producers may be waning.

China’s clear intention to weight environmental amenity more heavily in its policy calculus 
is already manifesting itself in the energy supply mix.  
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Developments in China’s energy policy 

China’s 12th Five-Year Plan on Energy 
Development was released in January 2013. The 
overarching aim of the plan is to limit energy 
consumption growth and increase the use of 
non-fossil energy. Major goals for 2015 include:

•	 Cap total energy consumption at 4 billion 
tonnes of coal equivalent.

•	 Cap total electricity consumption at 6.15 trillion 
kilowatt hours.

•	 Cut energy consumption per unit of GDP by 
16% compared with 2010.

•	 A broader energy efficiency improvement of 
38%.

•	 Non-fossil energy to account for 11.4% of total 
primary energy consumption.

•	 Natural gas to account for 7.5% of total primary 
energy consumption by 2015.

In February, the government announced its 
intention to close around 5000 small-scale coal 
mines during 2013 to improve safety performance. 
All coal mines were required to install emergency 
systems by the end of June 2013, with priority 
placed on the construction of refuge chambers.

New pricing arrangements for diesel and gasoline 
were introduced in March 2013. Under the new 
system, the price adjustment cycle has been 
reduced from 22 to 10 working days so that 
the domestic oil price more closely reflects 
international market prices.

In March, China introduced new fuel economy 
standards to help address air quality and energy 
security concerns. The average fuel consumption 
of motor vehicles is expected to be reduced from 
around 7.8 litres per 100 kilometres in 2009 to 6.9 
litres by 2015 and to 5.0 litres by 2020. Chinese 
automakers must now calculate the fuel efficiency 
of the vehicles they produce and will need to 
use more fuel-efficient engines to meet these 
requirements.

China restructured the National Energy 
Administration (NEA) in March to streamline the 
regulatory and administrative aspects of China’s 
energy sector. As part of this process, the State 

Electricity Regulatory Commission was absorbed 
into the NEA to remove duplicated functions. 
The main tasks of the NEA will now include: 
formulating and implementing energy strategies 
and policies; advising on energy market reform 
and sector regulation.

China proposed, but has yet to approve, new 
standards for imported coal that require energy 
content of 4540 kilocalories per kilogram, 
maximum sulphur content of 1% and maximum 
ash content of 25%. It is expected that similar, but 
less strict, rules may be applied to domestic coal. 
This is most likely to affect imports from Indonesia 
(lower calorific content) and the US (high sulphur) 
and may open up opportunities for increased 
exports for Australia.

In order to address air quality and pollution issues, 
China plans to invest CNY2.3 trillion ($A414 billion) 
in energy saving and emission reduction projects. 
They are also intending to introduce a carbon tax. 

Plans to build a uranium processing facility in 
Guangdong were cancelled in July following 
public protests. China is targeting 58 gigawatts 
electric (GWe) of nuclear power capacity to be 
installed by 2020.

Electricity trends

China’s electricity generation increased by 5% 
in Q2 to total 1235 billion kilowatt hours of 
electricity. The increase is primarily seasonal. 
Industrial demand for power is predictably weak 
over the Lunar New Year period, and secondary 
industry is the major consumer of electricity at 
this stage of Chinese economic development.

Investment in new electricity generation capacity 
has been declining since 2010. New investment 
in thermal sources (including both coal and 
gas) declined at an average annual rate of 10.7% 
between 2010 and 2012, with more investment 
being directed to new hydro projects (which 
increased at an average annual rate of 16%). 

Notably, the contribution to the growth in 
generation coming from thermal sources was 
negative through much of 2012.
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