
Geography

Area  9,596,960km2

Capital  Beijing

Demography

Population 1311.4m
Density 137 inhab./km2

Urbanisation 37%
Offi cial language        Mandarin

Economy

GNI per capita  US$1740
Currency               yuan/renminbi (CNY)
Per capita cement
consumption  915kg

China

After a period of explosive capacity growth, oversupply and 
unprofi tability the Chinese cement industry is now entering a 
crucial phase of structural adjustment. The elimination of obsolete 
technology and accelerated consolidation are key priorities for the 
industry which produces over one billion tonnes of cement annually. 
With low domestic prices and a surplus of capacity, China has rapidly 
become the world’s largest exporter, though future export trade will 
depend on the speed of restructuring efforts at home.

China’s economic boom contin-
ues. Annual GDP growth, driv-
en mostly by exports and fi xed 

asset investment, climbed to 10.7Mt in 
2006, up from 9.8Mt in 2005. In fact, 
growth in the second quarter reached 
11.3 per cent – the fastest pace in a dec-
ade.

Driven by strong overseas de-
mand, China’s exports continue to ex-
pand with the trade surplus soaring 
to US$177.5bn, up from US$102bn in 
2005. China has been accused of under-
valuing its currency, the yuan, in order 
to gain an unfair trade advantage. In 
July 2005, the country’s central bank, 
the People’s Bank of China fi nally un-
pegged the yuan from the US dollar, 
replacing it with a managed fl oat (ini-
tially set at CNY8.11:US$1). The impact 
of this signifi cant move has so far prov-
en limited. CNY/US$ exchange rates to 

appreciate from 7.75 to 7.45 by the end 
of 2007.

Investment in fi xed assets continues 
to grow at an alarming rate, and has 
prompted fears that the economy is 
overheating and that a sharp correction 
will follow. Total fi xed-asset investment 
(FAI) in 2006 rose 24 per cent  YoY, al-
though this was a two-point slowdown 
on 2005. Rampant growth has created 
serious imbalances, such as increasing 
inequality between rural and urban 
regions and increasing levels of overca-
pacity in many industrial sectors.

Amidst fears of overheating, the 
Chinese government has taken a series 
of measures to slow the economy and 
successfully manage a ‘soft landing’. 
In future, administrative tightening 
will become more aggressive in curb-
ing fi xed-asset investment growth and 
the supply of credit as China seeks to 

cool red-hot growth to an annual rate 
of around 7.5 per cent over the next fi ve 
years. Nevertheless, growth is still ex-
pected to exceed nine per cent in 2007.

Consumption
Worth over 1Bta, China’s cement mar-
ket is the largest in the world account-
ing for approximately 45 per cent of 
total global demand. With a popula-
tion of 1.3bn, rising wealth (GNI per 
capita has almost doubled in the last 
two years) and massive infrastructure 
requirements, China’s long-term con-
sumption needs are assured.

Domestic cement consumption ex-
ceeded expectations in 2006, reach-
ing a hefty 1.2Bt, up 13.3 per cent YoY 
– double the volume consumed in 2001. 
In terms of per capita consumption, de-
mand has risen from 812kg in 2005 to 
915kg in 2006.

A sectoral analysis of consumption 
trends shows that housing in cities and 
villages accounts for a 35 per cent share 
of demand, followed by agricultural-
related construction with 20 per cent. 
The industrial, infrastructure and pub-
lic facilities sectors each account for 15 
per cent of consumption.

Soaring urbanisation and related real 
estate and civil construction continue 
to drive cement demand, particularly 
in the more affl uent eastern provinces. 
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