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The BRICs as Drivers of Global Consumption  

Real retail sales in the BRICs, with the 
exception of Russia, have held up much better 
than in the advanced economies over the past 
two years, and we expect this trend to 
continue. Our consumption growth forecasts 
imply that, by 2010, the BRICs will contribute 
almost half of global consumption growth. 

This month, we look at the individual 
components responsible for this resilience. In 
China, consumer-based components 
(consumer products, food and beverages) have 
contributed the most, compared with other 
components, such as materials and equipment. 
Auto sales have picked up markedly in both 
China and India. In Brazil, retail sales have 
recovered substantially, thanks to government 
tax breaks, monetary and fiscal policy 
stimulus, and the resumption of credit lending 
to households. On the other hand, the sluggish 
retail sales report from Russia is mainly due to 
the sharp decline in non-food products. 

The resilience of BRICs’ consumption is 
supported by our now well-known, long-term 
growth story, according to which we expect 
income per capita to continue to rise in the 
BRICs and spending power to shift from the 
richest countries towards a growing middle-
income bloc, comprising emerging markets in 
general and the BRICs in particular. The rise 
in consumption is more apparent as the 
penetration of different goods in the BRICs 
economies, with the exception of Russia, is 
currently low, suggesting there is more room 
for growth. 

As the G3 countries face a slow and difficult recovery, final demand will need to rise in the 
rest of the world to sustain global growth in the future. The world can look to the BRICs to 
increase their contribution to global domestic demand through higher consumption. This 
month we examine this possibility through consumption trends in the BRICs. 
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Are the BRICs the Future Drivers of Global Demand? 

� Given that we expect the G3 to experience a tepid recovery 
next year, it is the emerging markets that will contribute the 
majority of world consumption growth in 2010, and the 
BRICs will account for a significant part of that contribution.   

� Our consumption growth forecasts imply that, by 2010, the 
BRICs will contribute almost half of global consumption 
growth. In particular, China will contribute almost 30% of 
global consumption growth, more than the G3 and almost 
double that of the US. 

� We have already seen these forecasts begin to play out in 
indicators such as retail sales data. While retail sales account 
for only a portion of household consumption expenditure, 
they are a strong indicator of final private consumption. 

� We estimate that real retail sales growth in China accelerated 
to a historical high of 17.6%yoy in June, slightly higher than 
the 17.4%yoy recorded in May. Brazil’s real retail sales 
growth, although lower than in 2008, remains significantly 
positive and comparable to growth rates in early 2007. We 
expect private consumption to increase in Brazil from 
2009Q3 to the end of 2010.   

� While there is no direct measure for retail sales in India, 
other data act as coincident indicators. Vehicle sales, often a 
major component of retail sales, have picked up markedly 
and are now growing faster than before the crisis. Cellular 
subscriptions have held up well and railway traffic has also 
improved fairly steadily since the low.  

� Meanwhile, after years of strong growth, Russia is the only 
BRIC where retail sales growth has been suffering since the 
beginning of the year: the latest June print showed a decline 
of 6.72%yoy in real retail sales growth, on the back of a 
sharp fall in non-food products. 

Auto Sales Contribute Most to China’s Retail Sales 

� In China, a breakdown of retail sales shows that automobile 
sales have risen dramatically over the past six months, lifting 
retail sales with them. Interestingly, the more consumer-
based components (consumer products, food & beverages 
and autos) have contributed the most to the recent rise in 
retail sales in China, rather than other components, such as 
materials and equipment.  

� While we expect Chinese household consumption to be 
slower in 2009 than in previous years, we think it will return 
to double-digit growth in 2010. Although part of this 
recovery is due to the significant monetary and fiscal policy 
stimulus over the past year, we also note that the authorities 
have embarked on social security reform. It seems that China 
has entered a new, healthier stage of economic development 
led by domestic demand and consumption. 

� In Brazil, the recovery in retail sales reflects the temporary 
reduction in IPI sales taxes as well as both monetary and fiscal 
stimulus. Also important, the real wage bill has been resilient 
and continues to grow, albeit at lower rates.  
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Consumption Indicators In India
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Consumption in the BRICs Likely to Rise Further In the 
Long Term 

� In the long run, our projection implies that income per capita 
in the BRICs will continue to rise. Also, spending power is 
likely to shift away from the richest countries towards a 
growing middle-income bloc, comprising emerging countries 
in general, and the BRICs in particular (see Global 
Economics Paper 170: “The Expanding Middle Class”). This 
will lead to higher consumption as BRICs middle-class 
consumers catch up with their counterparts in richer countries. 

� The rise is more apparent as the penetration of different 
goods (number of goods per 100 people) in the BRICs 
economies, with the exception of Russia, is currently low, 
suggesting there is more room for growth. Russia is 
generally the most mature consumer market, followed by 
Brazil; given that income per capita is much higher there 
than in India and China, Russia and Brazil are ahead in the 
development stage.  

� Although China’s income per capita is lower than Brazil’s, 
the penetration of some goods (broadband subscribers, 
refrigerators, TVs) is higher than in Brazil. However, the 
number of cars per 100 people in China is significantly 
below that in Brazil and Russia, which implies that car sales 
will continue to grow rapidly as the country tries to catch up 
with the living standards in these other emerging markets.  

� Of the BRICs, India is the clear laggard in penetration of 
goods. However, as the middle class continues to grow and 
consumer expenditure rises, there is plenty of room for 
increased consumption. In particular, consumption is likely 
to rise when the rapid economic growth in China and India 
feeds through to the rural population. 

� The change in the structure of consumption in the BRICs is 
also likely to gradually transform the type of products that 
the BRICs import, with the import share of low-valued-
added goods falling. The import share of agricultural 
products has already fallen across the board from 1995 to 
2007, as BRICs consumers slowly increased their imports of 
higher-value-added goods, such as cars and office & 
telecom equipment.  

� Russia’s composition of imports has changed the most, with 
the import share of cars rising sharply from 5% in 1990 to 
15% in 2007, and the share of agricultural products falling 
from 12% to 6% over the same period.  

� In China, the import share of office & telecom equipment 
has increased dramatically since the late 1990s. China’s 
import share of automotive products remains low at 2.5%, 
compared with 6.8% in Brazil and 14.7% in Russia.  

� The vehicle component of Brazilian retail sales fell 
dramatically at the end of 2008, but recovered substantially in 
2009. Other components have followed similar, albeit less 
dramatic, paths. The exception is furniture and household 
appliances, which continue to languish. In general, the 
government’s strategies seem to have succeeded in boosting 
demand, though at the expense of a worsening fiscal position. 

BRICs Income Per Capita Expected to 
Continue to Rise
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Brazil's Retail Sales Breakdown
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Penetration of Goods is Highest in Russia
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In China, real GDP growth accelerated to 7.9%yoy in 
2Q2009. We estimate sequential GDP growth 
accelerated to 16.5%qoq (annualised). 

Headline inflation in China has remained in negative 
territory since February. Meanwhile, inflation 
continues to fall in Brazil. 

After dropping in mid-July, Russian equities have 
rallied substantially (more than 30%). Brazilian, Indian 
and Chinese equities have also rallied. 

The BRL appreciated 3.5% in July as commodities 
rallied and investors took on more risk.  Meanwhile, the 
RUB has benefited from higher a oil price. 

BRICs Real GDP Growth

-15

-10

-5

0

5

10

15

20

95 96 97 98 99 00 01 02 03 04 05 06 07 08 09

%, yoy

Brazil Russia
India China

BRICs Exchange Rate  Performance

55

65

75

85

95

105

115

125

135

Jan-05 Oct-05 Jul-06 Apr-07 Jan-08 Oct-08 Jul-09

Index

Brazil Russia
India China

Appreciation

BRICs Equity Indices

0

200

400

600

800

1000

1200

01 02 03 04 05 06 07 08 09

Index

Brazil Bovespa

Russian Traded Index

 India Sensex

 Shanghai A Share

BRICs Inflation

-5

0

5

10

15

20

25

30

35

00 01 02 03 04 05 06 07 08 09

%, yoy

Brazil Russia
India China



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


