For Investment Professionals

September 2017 Long-term Thinking - Energy

Follow us @LGIM #Fundamentals

F U N D A M E N TA L S
Global passenger car
penetration: Grid lock!

Court Gilbert is Senior Credit
Analyst with responsibility for
covering investment grade
basic materials and construction
materials sectors.

Population density and the implications of growing congestion in emerging market
urban areas could limit growth in vehicle penetration.
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Figure 1: Average road length versus population density
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Figure 2: Traffic congestion effects on journey time

for urban areas in the developing
world. Generally speaking, cities
in

emerging

market

countries

have higher population densities
than

their

developed

market

counterparts. They also have less
available road space, both in per
capita terms and relative to total
land area.

% Longer Journey due to traffic

traffic congestion is a major issue

70%
60%
50%
40%
30%
20%
10%
0%

0

20

40

60
80
100
Tom Tom Congestion Rankings

120

Our analysis suggests developed

Developed Markets

Other Emerging

China

market cities have an average

Developed Markets (T-1)

Other Emerging (T-1)

China (T-1)

road length of 7.69km per 1,000
people compared to just 2.78km
1. Bloomberg industries

140

Source: LGIM Analysis, TomTom Traffic Index 2016. The full index is 390 cities across 48 countries, however
we filtered out cities with population <800,000 leaving a sample size of 148 cities across 35 countries,
ranked by the average additional time it takes to travel relative to non-congested conditions using real-time
passenger data

2

September 2017 Long-term Thinking - Energy
Many of these cities suffer from

Figure 3: Beijing car penetration

antiquated urban planning and were
motor vehicle traffic. The Chinese
road network grew just 30% over
the last decade while the number of
vehicles on those roads quadrupled1.
Unless

government

authorities

invest heavily in road infrastructure
these cities will remain structurally
under-developed relative to their
population size.
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society – those with income levels that

Figure 5: Urbanisation versus car penetration
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2. 2016 survey by McKinsey and Company - poll based on 3,571 consumers
3. Data provided by TomTom
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