Terms of trade (TOT)

»* Terms of trade: large-country case
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% China: large importing (consuming)

country and TOT

China’s size has an effect. As a huge
consumer and, in some cases, producer
of materials, 1t can affect global markets
and prices with modest tweaks to policy.
A rule of thumb for commodity traders
1s that China consumes ‘“half of
everything”. Thus, a change in China’s
demand for commodities or supply of
goods that use commodities as inputs
into production will affect world prices
(i.e., the terms of trade). The chart
shows how important China is as a
consumer/user of commodities.

Economist, “China and commodities: Material
clout”, 20 Nov 2021, p. 65-6.
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