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The nickel market must switch its focus to class 1 nickel 
production if it is to meet projected battery demand, analysts 

said during London Metal Exchange Week 2019. 

Analysts are concerned that traditional production 
focus on stainless steel may prevent adequate 
supply of battery-preferential nickel coming online 
even though this sector will eventually eclipse 
stainless steel demand. 

“The exciting area for nickel at the moment is 
that more nickel will be consumed in lithium-
ion batteries and will become [a] bigger 
[nickel consumer] than stainless steel in time,” 
Fastmarkets head of base metals and battery 
research, William Adams, said. 

Fastmarkets research expects more than 500,000 
tonnes of nickel to be used in lithium-ion batteries 
for electric vehicles (EVs) by 2025, compared with 
100,000 tonnes in 2018.

The anticipated transition to 8-1-1 NCM chemistry 
batteries for EVs, which will comprise eight parts 
nickel to one part cobalt and one part manganese, 
will further bolster this requirement, though 
the timeline for market uptake thereof is more 
uncertain.

But while nickel production has focused on ensuring 
supply for stainless steel, which occupies a 68-70% 
market share, 50% of which comes from China, the 
battery sector has been overlooked. 

Current stainless steel favorite nickel pig iron 
(NPI) has so far outstripped supply growth for 
preferential battery-grade materials including 
nickel sulfate since 2013. 

“We saw nickel reach approximately $50,000 per 
tonne in 2006-2007 and become prohibitively 
expensive for Chinese stainless steel producers,” 
Adams said. “Instead they decided to get their 
primary nickel units from NPI, so hence the birth of 
this boom in NPI and nickel ore mining in Indonesia 
and the Philippines.”

Despite the market recording its fourth year of 
refined deficit – estimated by the International 
Nickel Study Group (INSG) at 47,000 tonnes for 
2019 – nickel production has ramped up over the 

past decade in line with increased stainless steel 
demand.

“There is no shortage of nickel, but there may be 
a shortage of the nickel needed by the battery 
industry – namely nickel sulfate,” Adams said.

NPI No.1 

Global primary nickel supply rose by 230,000 tonnes 
between 2013 and 2018, but overall supply growth 
for the period was weighted in favor of nickel pig 
iron, the supply of which grew by 256,000 tonnes. 

There has been a comparative drop is nickel powder 
and briquettes supply, with ferro-nickel production 
increasing by a lesser 100,000 tonnes, while nickel 
sulfate output rose by just 46,000 tonnes. 

Stainless steel demand for nickel is set to grow 
by 5% in 2019, while Fastmarkets anticipates that 
battery demand for nickel will increase to a 15% 
market share by 2025 from 4% currently. 

Supply growth has not been able to meet demand 
over the past couple of years,” Roskill senior analyst 
Oliver Masson said. 

And while LME nickel stocks continue to decline 
rapidly, standing at an 11-year low of 69,162 tonnes 
on October 29, primary units will become even 
harder to come by. 

LME stocks declined by almost half in September 
2019 on Asian stockpiling initiatives to ensure 
supply going into 2020 on news that Indonesia was 
expediting its ore ban to January 2020 from 2022 
on August 30, taking a potential 390,000 tonnes of 
ore offline from that time.

During Roskill’s Battery Raw Materials insight on 
Tuesday October 29, Masson asked where class 
1 material for batteries could be found, before 
answering his own question: “a reduction in 
stainless steel class 1 use could free up units for use 
in batteries”.

But this looks unlikely given the stainless steel 

Nickel market must focus  
on class 1 material to sate 
battery appetites



industry’s alleged stockpiling activities post-pre 
ban, which indicates that stainless steel consumers 
are prepared to invest in class 1 units in the face of 
a threat to NPI supply from Indonesia, casting a 
shadow over availability for the battery market. 

HPAL harmony?

But Adams asserts that there could be some 
breathing space in Chinese production that would 
see more class 1 nickel units available for batteries. 

“Nickel producers are in a fortunate position with 
a strong market in stainless steel. But there has 
been such a stainless steel production increase in 
Indonesia in recent years that there is a flood, so 
we might see demand growth there fall back a bit,” 
Adams offered as a potential solution.

But more likely, pipeline high-pressure acid 
leaching projects such as Papua New Guinea’s 
Ramu, which has been mired in environmental 
controversy, will have to come online and produce 
the sulfate needed.

“There is a good chance of high-pressure acid 
leaching (HPAL) projects becoming operational but 
most don’t have environmental licenses in place 
which could increase costs and cause some delays 
– it sounds like there could be some environmental 
headaches ahead,” Adams believes.

“The market is really waiting for HPAL operations, 
the cavalry for the battery industry, which needs 
more class 1 nickel and it’s most likely to come from 
HPAL,” he added. n
AMY HINTON 

The London Metal Exchange announced that industry 
members will form a committee to represent the views and 
interests of lithium stakeholders while the exchange plans the 

launch of a lithium futures contract.  

The committee is made up of representatives of 
major lithium producers and consumers: Jaguar 
Land Rover, Albemarle Corp, Lithium Corp, Pilbara 
Minerals, Transamine Trading, BASF, Tianqi Lithium 
Australia, and Tesla. 

The LME is planning to launch a lithium futures 
contract in response to demand for price 
transparency and liquidity. 

Lithium demand is seeing long-term support from 
the electric vehicle industry, which is increasing the 
need for battery raw materials. 

 On June 10, the LME announced that it had 
selected Fastmarkets as its partner for developing 
a globally accepted lithium price to underpin a 
futures contract. 

“As the lithium market grows, there is considerable 
demand for trusted and transparent prices and a 
liquid derivatives market,” the LME said. n
WILLIAM CLARKE

LME announces lithium 
committee to aid development  
of futures contract 
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Nickel continues to outperform other base and battery-use 
metals but there is still uncertainty about the emergence 
of demand for electric vehicle (EV) batteries, ED & F Man’s 
president of commodity research, Ed Meir, said at a metals 
seminar for the London Metal Exchange’s annual LME Week 

event on Monday October 28. 

“The EV topic is all the rage at all the different 
industry conferences right now, but the real 
question is: when will the pressure of the EV hype on 
the nickel market come to bear?” Meir said.

Nickel has been the subject of significant LME 
pricing activity over the third quarter of 2019, 
making it the year’s best-performing base metal.

The price of nickel, 3 months, LME Daily Official, 
hit a year-to-date high of $18,850 per tonne on 
news that Indonesia’s ban on ore exports had been 
brought forward to January 2020 from 2022, with 
stainless steel producers and speculative EV bulls 
alike eager to ensure post-ore ban supplies.

But while increased buying interest among fund 
and commodity trading advisers (CTAs) has been 
precipitated by the expected EV boom – with EV 
sales forecast by Fastmarkets’ research team 
to reach 15% of all global vehicle sales by 2025 
- the timeline of this demand for nickel and its 
subsequent effects on prices remain uncertain.

Indeed, Meir estimated that EV market uptake will 
rise by just 5% to comprise 9% of global vehicle 
sales by 2022. So while EV growth is happening, 
it will take significant time for EV buying to come 
to the forefront of automotive industry sales, 
subsequently affecting the timeline for increased 
nickel demand from the EV battery sector.

“The trend is definitely that EV demand is moving 
up, and that demand for internal combustion 
engines [ICEs] is moving down,” Meir said. “But 
there will not be much EV action for nickel in 2020.”

Instead, Meir indicated that the traditional consumer 
of nickel, the stainless steel industry, will continue 
to be the main driver of the nickel market in 
2020. It accounts for 68% of current global nickel 
consumption while the EV market comprises just 4%.

EV sales were likely to surpass those of ICEs in 2036, 
according to financial adviser Morgan Stanley. And 
while some may foresee that tipping point coming 
earlier, the timeline indicates that the prospective 
effects of EV demand on the price of nickel, in addition 
to physical EV demand, remain some way off.

Between a bull and a bear case

“Despite EVs being an important new driver for nickel 
demand, we are still cautious about the nickel price 
going into 2020,” Meir said. “But we do think the 
nickel price will trend a little bit higher, nonetheless.”

Meir presented a wide $14,500 per tonne bear case 
versus a $19,200 per tonne bull case for the LME 
three-month nickel price going into 2020, reflecting 
the wide range spanned by LME three-month nickel 
in 2019 so far.

The LME three-month nickel price has already 
spanned a significant range of $8,330 per tonne 
this year, starting at a low of $10,520 per tonne on 
January 2 before soaring to a year-to-date high of 
$18,850 per tonne on September 2.

This was in line with existing wide price forecasts given 
by other market analysts in a very unpredictable nickel 
market. UK broking firm Sucden Financial presented a 
similarly wide estimate of $15,500-18,500 per tonne for 
the fourth quarter of 2019, in line with the trading range 
of the LME three-month nickel price in 2019 so far.

“I am relatively bullish on nickel but getting [the price] 
above $20,000 per tonne would be a stretch,” Meir 
said. “So much is tied up with trade outlook, and right 
now there is no doubt that we are in recession, despite 
what numbers are showing. That is not going to 
change for a good part of next year [and it] isn’t going 
to help any of the metals.” n
AMY HINTON 

EV hype makes nickel star 
performer but demand  
timeline uncertain 
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Government subsidies are a necessary part of early electric 
vehicle adoption but EVs will have mainstream usage without 
the need for incentives in the long term, panelists said at the 

LME Metal Seminar.  

EV adoption has come at a slower pace than 
previously expected, coinciding with cuts in 
government subsidies in China. In March this year, 
Beijing announced a 50-60% reduction in subsidies, 
applicable to EVs only with higher driving ranges and 
energy densities. Subsidies will be phased out by 2021. 

“It seems to be when the government isn’t there, 
no one wants to buy the EVs,” Andy Home, senior 
metals columnist at Reuters, said to the panelists. 

While EV adoption is in its early stages, 
government subsidies will be needed to drive 
adoption, panelists said. 

“While prices of EVs are still higher than ICE 
[internal combustion engine] vehicles, it will 
depend on government subsidies incentivizing 
[their purchase], but over some time the 
components and the vehicles [themselves] will 
become cheaper,” Roberto Browne, equity research 
analyst at Morgan Stanley, said. 

The nature of the shift to EVs, which stems from 
concerns over the environmental impact of ICE 
vehicles, also necessitates a push by governments.

“As technology costs come down maybe we don’t 
need subsidies,” Jessica Fung, vice president at 
Pala, said. But with EVs in their infancy, it is hard 
to quantify the premium the battery-powered 
cars could attract, “certainly when it’s based on 
something like the environment that people don’t 
know how much to pay for,” she added. 

EV adoption would appear to have suffered a 
setback during the transitional period for subsidies 
although there could be other transitional factors 
at play.

At the same time as a shift in EV-related subsidies, 
legislation in China regarding the use of ICE vehicles 
was also changing, Nornickel head of market 
research Denis Sharypin noted.

“There was some stock that dealers had and they 
offered big incentives to buy [vehicles produced 
under previous legislation], and that of course 
changed audience preferences,” Sharypin said. 

Macroeconomic concerns, including the US-
China trade war, have created uncertainty about 
economic growth, which has also slowed the uptick 
in EV adoption. 

“It has made companies and individuals think twice 
about spending on large ticket items - it’s more 
complicated than just the subsidy changes,” Will 
Adams, Fastmarkets’ head of battery raw material 
research, told delegates. 

Battery raw materials prices have come under 
pressure from macroeconomic concerns. In the 
case of cobalt, benchmark standard-grade metal 
prices have dropped to $17.50-18 per lb, in-whs, 
from recent highs of $17.75-18.10 per lb, which in 
part relfects macroeconomic headwinds that have 
stymied buying appetite.

At the same time, fluctuations in cobalt prices, 
which traded near 10-year highs last April before 
falling to near three-year lows this July, have 
encouraged talk over alternatives to lithium-ion 
batteries with a nickel-cobalt-manganese cathode. 

Prices for cobalt, standard grade in-whs, assessed 
by Fastmarkets rose to $43.70-44.45 in April 2018 
amid anticipated demand for cobalt from the 
battery and EV sector. They fell to lows of $12.10-12 
per lb late in July, triggered by an increase in supply 
of hydroxide over the past 18 months. 

But for now cobalt-containing batteries will remain 
the best option for new-energy vehicles.

“There are many different alternative fuels being 
looked at. Right now the lowest-hanging fruit is 
battery EVs with a lithium-ion battery,” Pala’s Fung 
said. “In five years’ time you will be driving and EV 
[over fuel-cell vehicle].” n
CHARLOTTE RADFORD 

EVs ‘can sustain mainstream 
usage’ without state subsidies 
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Advancing Sustainably

Alcoa is a globally recognized leader in sustainability with facilities 

across the aluminum value chain certified against standards from 

the Aluminium Stewardship Initiative. We are the Aluminum Industry 

Leader in the latest Dow Jones Sustainability Indices. And we offer 

low-carbon aluminum products under our Sustana™ brand.

SUSTANA™

ECOLUM™

Eco-friendly primary aluminum products support our 
customers’ sustainability goals. Primary production 
generates no more than 2.5 mt of CO2e per metric ton 
of aluminum (both direct and indirect). The total carbon 
footprint, including emissions from bauxite mining and 
refining, is under 4 mt of CO2e per mt of aluminum. 

ECODURA™

We produce billet in a variety of alloys 
and sizes with a minimum of 50 percent 
recycled content, lowering energy usage 
by up to 95 percent. This product line 
can contribute to LEED® certification for 
sustainable building projects.

https://protect-eu.mimecast.com/s/hLMZC2xOOsxoNM9UnwhhE?domain=alcoa.com<https://protect-eu.mimecast.com/s/zlDEC3QOOF8Y5nEfqJi3i?domain=alcoa.com


November 2019  Fastmarkets  7

Aurubis, Europe’s largest copper producer, sees the domestic 
copper cathode market balanced, while the company’s multi-
metal strategy will see it better adjust to the region’s changing 
trade landscape, chairman of the executive board Roland 

Harings told Fastmarkets in an interview during LME Week.  

The German-based producer has had a 
tempestuous year of change, with a leadership 
restructuring in June ushering in Harings. The 
producer’s Future Complex Metallurgy (FCM) 
project, which was planned to reduce capacity 
bottlenecks at its Hamburg plant, was also 
scrapped.

Yet in a market currently characterized by poor 
demand and fragile premiums, Harings maintained 
broad stability across the European copper market, 
with further opportunities for new investment both 
upstream and downstream still emerging. 

“Things in Europe are balanced,” Harings told 
Fastmarkets. “Looking at previous years’ analysis, I 
think we have this very common pattern, ahead of 
the new year there always appears to be a deficit, 
albeit very small. But compared with the size of the 
market, around 100,000-200,000 tonnes is really a 
rounding error.” 

While acknowledging a slight downturn in demand 
compared with 2018, Harings said that Aurubis 
had no problem purchasing material, be it copper 
concentrates or scrap, against broadly positive 
fundamentals in copper. 

Meanwhile, the International Copper Study Group’s 
(ICSG) latest forecast is of a return to surplus in the 
refined copper market of 281,000 tonnes in 2020, 
compared with a deficit of 320,000 tonnes in 2019.

For Aurubis, a slightly higher copper price trend 
could benefit new investment in copper projects 
both upstream and downstream, according to 
Harings. This is also supported by the producer 
keeping its annual benchmark cathode premium 
in Europe unchanged this year at $96 per tonne, a 
decision Harings said was justified and supported 
by customers. 

Copper’s three-month price on the London Metal 
Exchange ended up by around 0.7% on Friday 
November 1 at $5,841 per tonne, compared with 
the previous day’s closing price of $5,797 per tonne. 

“If you look at the long-discussed e-mobility in 
Europe, I think next year will be quite an interesting 
year with significant new models coming to market. 
We see solid demand emerging next year, especially 
if interest rates stay low. But the overall economic 
environment has to be good,” Harings added. 

Smarter mining needed to see TC/RCs stabilize

Fastmarkets’ copper concentrates treatment and 
refining charges (TC/RC) index, cif Asia Pacific was 
most recently assessed at $56.30 per tonne/5.63 
cents per lb on November 1, up from an all-time 
low of $49.20 per tonne/4.92 cents per lb seen on 
August 30.

Yet TC/RCs have been falling at a greater pace 
year on year, with Fastmarkets’ index sitting 
comfortably below the $80 per tonne seen in the 
fourth quarter of 2018, with margins for smelters 
softening by more than 40%. 

“You have to take one thing into account, 2018 was 
a very strong year for copper. We noticed from 
customers that are producing products from our 
material that the supply chain was filled to the 
max,” Harings said.

Correspondingly, a continued strain in United 
States-China trade relations remains a key concern 
for market participants dealing in copper, with 
the European cathode market still reeling from an 
absence of spot demand. 

“Everybody was concerned last year about not 
getting enough supply, and that I think was the 
breaking-effect that we saw in the first six months 

Aurubis sees stability in  
European copper market, 
diversifies multi-metal strategy 
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of 2019, exaggerating a slight slowdown in activity,” 
Harings added.

Fastmarkets recently assessed the copper grade 
A cathode premium, cif Rotterdam at $40-50 per 
tonne on October 29, maintaining a range it has 
held since June 11.

But for Aurubis, mining strategies globally need 
to adjust to the conditions of the market to see 
margins stabilize, while Aurubis’ shift to a multi-
metal strategy has helped soften the blow when 
looking ahead to 2020. 

“Given the supply/demand balance, copper mines 
have to be reasonable. Everybody has to have their 
share. Custom smelters need a custom TC/RC to 
function. We also have to continue to execute our 
sustainability agenda aligned with that,” Harings 
told Fastmarkets.

“It is also a challenge when there are more complex 
concentrates coming to our plants. Easy-to-handle, 
cleaner concentrates are becoming less available 
now, therefore you have to share the burden with 
everyone in the value chain,” Harings added.

Multi-metal strategy gains traction

Aurubis’ acquisition of Belgian-based metal recycler 
Metallo-Chimique in May helped sow the seeds for 
what the producer has now titled its multi-metal 
strategy - one that it now plans to execute as its 
key business strategy toward metals. 

The move, while still awaiting approval from the 
European Commission in regards to anti-trust 
and competition laws, will allow Aurubis to now 

diversify its intake of material and further progress 
production in line with trying market conditions. 

For copper, Metallo’s production of grade-B 
copper-nickel anodes is a prime example of this 
diversification. With grade-B anodes holding 3-4% 
nickel concentrate, Aurubis previously diluted the 
nickel to create a cleaner, copper-only product. 

Yet Metallo’s copper anodes have a key 
consumption base in Asia, allowing Aurubis to 
further bolster its flow sheet, while the Belgian 
recycler also produces some of the world’s highest 
quality tin, with lead content below 20 parts per 
million (ppm). 

Equally, continued demand for scrap material amid 
China’s category 6 and 7 ban of imports earlier this 
year has further justified the Metallo acquisition, in 
which Aurubis paid $424 million. 

“Our acquisition of Metallo has helped also, 
allowing us to close loops we couldn’t previously 
close and optimize our flowsheet primarily through 
the fact that we can now further diversify our 
material processing,” Harings said. 

“What [Metallo] do with their metals and the 
quality of their material and waste streams are 
very different to ours. That won’t change in terms 
of ingoing material, but what we can optimize is 
the space between our companies. They are able 
to process very low metal-content streams, we are 
more high-metal content,” Harings added. n
HASSAN BUTT 
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China is in transition from a manufacturing- to a service-
driven economy while it attempts to ensure the growth of its 
gross domestic product (GDP), according to Jinny Yan, chief 
China economist of the Industrial & Commercial Bank of 

China (ICBC). 

China’s biggest economic fear is that income 
growth is slowing because of decreased economic 
productivity and an ageing population, Yan said 
at the London Metal Exchange China seminar 
on Monday October 28, part of LME Week. The 
evidence for this was a reduction in disposable 
domestic incomes in Chinese households, she 
added.

Yan believed that it is this, which feeds into 
China’s GDP figures, that is the determining factor 
in China’s slower economic growth. This was 
recorded at just 6% in the third quarter of 2019, 
compared with the 6.5% forecast for the period.

“It is the slowdown not only of investment but 
of consumption that has really been [holding 
back] China’s GDP growth,” Yan said. “And in the 
coming two or more quarters, this [trend] will 
[become stronger].”

And while domestic and commercial consumption 
continue to be the main drivers of growth in 

China’s GDP, of which they make up 60%, the 
country itself is determined to stop this slowdown 
by embracing new technologies, and focusing on 
driving forward the service sector rather than the 
faltering manufacturing sector.

Stalled subsidies

Traditional growth sectors in China are showing 
a downtrend and Yan believed that downward 
momentum in the industrial manufacturing sectors 
has been visible for the past decade.

This has put immense pressure on the Chinese 
government to subsidise a drop in disposable 
enterprise income over that period.

But while typically the Chinese government would 
be expected to take a more planned, interventionist 
approach, in this instance Yan said that a more 
laissez-faire approach to policy has been evident.

“When required, policy makers will come out with 
measures, but we are not seeing the huge stimulus 
packages from the Chinese government that we 
did [after the global credit crisis in] 2008,” Yan said. 
“Rather, we see a more balanced, administrative 
approach in ensuring that credit goes to the right 
sectors.”

In a bid to lessen the burden of subsidizing a failing 
manufacturing sector, China is now putting in 
place a structural economic shift to focus on new 
growth in tertiary industries, focused on emerging 
technologies.

“The tertiary sector in China is now employing more 
primary and secondary industries,” Yan said. “It is 
new growth momentum in industries ranging from 
technology to artificial intelligence which is driving 
China’s GDP growth. It is China’s ‘plan B’.”

But while the traditional manufacturing sectors 
which have formed a large part of GDP growth 
are now slowing, can new sectors ramp up quickly 
enough to prop up China’s economy?

China in economic transition  
to ensure growth 

“I think China’s global 

strategy is to ensure 

that it is self-sufficient. 

China does not want to 

be reliant on external 

economic stimuli.”   

   – A European trader
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Here Yan believes that a new economic focus on 
China’s service industry must cushion the decline 
of the more traditional manufacturing sectors, 
while also promoting new sectors to ensure 
growth.

To accompany its new economic outlook, China 
may be starting to look beyond its borders to 
ensure a sustainable path to growth.

Connection versus isolation

China introduced its Belt And Road initiative in 
April 2019, by which it hopes to build considerable 
infrastructure that will make it more connected 

with other countries around the globe to ensure 
future growth.

But this runs counter to the current trend of 
economic protectionism, leaving many confused 
about China’s motives.

“We are seeing a return to criticality [in global 
economies]. Countries are looking to make sure 
that they are properly developing their domestic 
raw materials supplies, so they are not reliant on 
those countries that may come to restrict them in 
the future,” Roskill managing director Robert Baylis 
said in his company’s battery raw materials insight 
on October 29.

“I think China’s global strategy is to ensure that it is 
self-sufficient. China does not want to be reliant on 
external economic stimuli,” a European trader told 
Fastmarkets.

Regardless of China’s motives for development, 
the broad consensus is that, despite the recent 
slowdown, the East Asian country will ensure its 
own growth at any cost.

As the head of the Hong Kong Stock Exchange, 
Charles Li, said during his speech at the LME Week 
dinner on October 29: “We can slow down China’s 
growth but we cannot contain it.” n
AMY HINTON 

image

“We can slow down China’s 

growth but we cannot 

contain it.”            –Charles Li
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The prospects for global economic growth to 2024 will be 
no better than average while trade tensions between the 
United States and China continue, Citibank’s Catherine 
Mann said at the London Metal Exchange seminar on 

Monday October 28.  

“What’s happening in global economic growth? 
Citibank’s managing director and global chief 
economist told delegates in a presentation at the 
seminar, and then proceeded to answer her own 
question: “Nothing,” she said.

Mann said that while advanced economies are not 
projected to reach their long-term average growth 
projections by 2024, emerging markets - including 
China - are expected to achieve greater strides 
forward despite significantly slowed growth recently.

“China will never go back to its old growth rate,” 
she said. 

China’s economy grew just 6% year on year in the 
third quarter of 2019, down from the 6.5% forecast 
previously forecast for the period. 

But although China will have an increasing share of 
the global economy, it will be achieved with a much 
slower growth rate, commensurate with slowed 
economic growth in all developed markets. 

The key to understanding the nature of current 
global economic growth rates lies in looking at 
countries’ underlying gross domestic product (GDP) 
growth rates, Mann said.

“In advanced economies, there is a still a 
distinction, economically, of what is going on at 
GDP level,” she said. 

PMI pinch

Global demand in the commodity-intensive 
sectors is bearish, in line with an uninspiring 
macroeconomic picture and slowing purchasing 
managers indices (PMI) data, which feed into GDP 
forecasts, supports this, Mann said. 

Global PMI figures are currently below 50, but are 
increasing at a quicker rate in emerging markets, 
which Mann believes will facilitate a rebound in 
GDP growth in these markets, giving emerging 
markets a significant edge over developed 
economies. 

“But PMI for services is still in expansionary territory,” 
Mann added.

The precarious nature of current GDP growth, upon 
which Mann believes the success of emerging markets 
hinges, may fall victim to trade and tariff pressures 
and this would effectively preclude emerging markets 
form entering the global trade space.

Trade turbulence 

The outlook for global trade, considered the first step 
in an emerging market’s path to development, is 
equally bleak, Mann said.

The current global trade picture, is currently 
dominated by the ongoing US-China trade war, 
which has long been a defining macro feature in the 
commodities and commodities futures markets.

“Trade frequency has collapsed [and] is in retreat,” 
Mann told delegates. “This is the consequence of 
near-term US-China trade tensions, US-Europe trade 
tensions, US-Japan trade tensions - the tensions 
between the US and just about everybody. 

“It is not a US-China bilateral trade war, it’s a global 
trade war.” 

Although trade has been in retreat since the 2008 
global financial crisis, “Trade is no longer a driver of 
global economic activity,” Mann said. 

The deterioration in trade relations, globally, could 
preclude the possibility of emerging markets fulfilling 
their accelerated growth potential, when compared 
with their developed counterparts.

“If emerging markets are not able to get on this 
development path, they will not be able to export 
to the global market place, which is the pathway to 
becoming a developed economy,” Mann said. 

When asked what they considered to be the biggest 
threat to earning potential in 2020, 60% of delegates 
voted for trade conflict and tariff pressures. n
AMY HINTON 

Trade wars will continue to stifle 
global growth, Citibank says
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The US Department of the Treasury’s Office of Foreign  
Assets Control sanctions against producer UC Rusal was 
potentially deadly for a company so heavily reliant on 
international trade, Lord Greg Barker, executive chairman  

of EN+ Group, said.  

Speaking at the LME Week seminar on Monday 
October 28, Barker said working to find a way for 
the sanctions to be lifted was ‘do or die’ for the 
company.

“At the time, the sanctions appeared to come out 
of a clear blue sky… It wasn’t the business that was 
sanctioned, it was our largest shareholder, Oleg 
Deripaska,” Barker said.

“[But] because of the cascade affect and how 
sanctions work, this was potentially terminal for a 
business such as ours,” Barker said.

The sanctions were imposed against Russian 
oligarch Oleg Deripaska by freezing his assets, 
which included Rusal, subject to US jurisdiction. 

 EN+ Group owns a 50.10% stake in aluminium 
producer Rusal.

 The sanctions were put in place on April 6 2018. The 
sanctions were in place for 10 months before they 
were removed. 

“[Our business is] so international and so 
dependent on the dollar and international money 
transfers. So it really was do or die for us.”

During the Rusal sanctions, aluminium premiums 
sky rocketed due tightening supply and uncertainty. 

 Fastmarkets benchmark aluminium P1020A 
premium, in-whs dup Rotterdam premium hit $150-
165 per tonne on April 18 due to the sanctions, the 
highest level since April 2015. 

 It was most recently assessed at $90-95 per tonne 
on October 28 and fell as low as $70 per tonne 
when the sanctions were originally lifted in January.

“I was given a good piece of advice: they said you 
don’t listen to media calls for you to step down… 
not until you are absolutely certain you have 

exhausted every single avenue of opportunity,” 
Barker said.

“So, I kept my head down and really went for a 
potential solution and over the weeks and months, 
it become apparent that there was possibly a way 
through.”

Barker said he realized the only way through was to 
do a complete restructuring of the EN+ Group.

“[There was a way through] if I could convince 
the majority shareholder to take a really take a 
significant cut to exit the business. That started 
with me replacing the entire board and undertaking 
a profound restructuring of our group,” Barker said.

“Deripaska went from 70 plus percent to voting 
just 35% and owning just 44%... [we also] brought 
in new shareholders. Glencore, for example, were 
extremely important and very supportive – they 
swapped their shares in Rusal to come into EN+ and 
are now one of our biggest shareholders.”

In February 2019 it was announced that Deripaska 
had reduced his ownership stake in EN+ to below 
50% in order to obtain sanctions relief. 

 En+ also agreed to create a board of 12 directors 
with a majority of independent directors, eight of 
which were independent of Deripaska.

 Barker said the reshuffle meant he was able to go 
the US Treasury with a brand new board, control 
clearly resting with key independent directors and 
get the sanctions removed. n
ALICE MASON 

Getting US sanctions  
removed was ‘do or die for  
Rusal, EN+ chairman says 
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Low CO₂ aluminium

of RUSAL aluminium 
is produced from 
renewable hydropower

Visit allow.rusal.com
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The copper market is largely shrugging off the positive price 
effects of supply constraints and is focusing its attention on 
the negative consequences on growth of the trade wars, the 

chief executive officer of Freeport-McMoRan has said. 

As long as this remains the case, copper prices 
appear unlikely to strengthen significantly, 
although a return to a more stable and positive 
relationship between China and the United 
States would eventually shift sentiment in favor 
of the metal once more, Richard Adkerson told 
Fastmarkets in an interview during London’s 
annual LME Week.

“There’s going to be skepticism until the market 
gets a clear view of things,” Adkerson said.

“Now, if a more reasonable relationship between 
China, the US and the rest of the world emerges, 
then we’ll likely see an underlying strength in the 
economy that could really come into play and 
notch up copper demand,” he said.

“The copper supply-side issues are going to be 
exposed more and more because they’re there - 
they’re not being solved. It’s a sentiment issue, and 
the hope is that if the trade war is resolved, it’ll 
shift sentiment,” he added.

When trade tariffs between China and the US were 
put in place in June 2018, the price of copper was 
more than $7,200 per tonne. The price is now down 
by roughly 18% to around $5,900 per tonne, with 
Chinese gross domestic product slowing to 6% in 
the third quarter of 2019, and US manufacturing 
growth falling to its lowest for more than 10 years 
in September 2019.

“In the initial months, through 2018, we really 
didn’t see significant effects, but in 2019 there have 
been business consequences,” Adkerson said. “US 
manufacturing is shrinking, and China’s growth 
rate has dropped. There are spillover effects to the 
rest of the world. It’s a real matter of concern.”

But Adkerson said that the fact that the volatile 
backdrop is not having more of an effect is 
testimony to the underlying strength of the 

fundamentals of copper from a supply-demand 
standpoint.

“In some ways, it is notable that, with these 
things going on, the price of copper is still 
stronger than it was in 2015-16,” he said, noting 
that the price of copper was as low as $4,320 per 
tonne in January 2016.

“It just points to the fact that, when the trade 
tensions are resolved - and it’s in everybody’s self-
interest to find a resolution - it points to a much 
stronger economy in the future,” he added.

The copper market is on a “continuous pathway to 
having significant supply deficits,” he said, with the 
trade tensions and other geopolitical events, which 
have elevated risk levels, in turn having subdued 
risk and investment appetite.

Adkerson noted that Chinese hedge funds that 
were extremely bullish on copper in the first part 
of 2018 switched to being negative and have 
remained negative, with this exacerbating price 
moves in the process.

“There are very real problems in China in terms of 
industrial policy,” Adkerson told Fastmarkets.

“The US business community, meanwhile, 
recognizes that [US] President [Donald] Trump is 
fully convinced that the ‘use of tariffs’ approach 
is the right answer, although many in the business 
community disagree with that,” he added.

“But there’s not a disagreement that China should be 
pressed to make life fair for international businesses 
doing business there. That’s not debatable, it’s just a 
question of the method,” he said.

For its part, Freeport is principally focused on the 
transition from open pit to underground mining 
at its giant Grasberg mine in Indonesia, which is 
currently continuing.

Copper shrugs off supply 
constraints, eyes growth,  
trade wars, Freeport CEO says

INTERVIEW
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“Success [at Grasberg] doubles our cash flows, 
even at current prices,” Adkerson said.

“I can’t guarantee it, but I think there’s a really 
good opportunity that, two years from now, we 
could have our underground mines performing well 
and a brighter economic policy giving us higher 
copper prices. That could be a really positive time 
for Freeport,” he added.

Fastmarkets’ copper concentrates treatment and 
refining charges (TC/RC) index, cif Asia Pacific, 
was $55.90 per tonne/5.59 cents per lb on October 
25, down from $56.30 per tonne/5.63 cents per lb 
a week before. This is still higher than an all-time 
low of $49.20 per tonne/4.92 cents per lb seen on 
August 30. n
ANDREA HOTTER 

The London Metal Exchange’s new warehouse reform should 
provide more detail of off-warrant stock levels and create a 
fairer market environment, chief executive office Matthew 

Chamberlain said.  

But if the reporting of these so-called shadow 
stocks does not provide this fairness and clarity 
after a few months, the LME may look to take 
further steps to incentivize voluntary reporting,  
he added.

“If you have any link to the metal [and might 
want to warrant it on the LME], you should report 
it,” Chamberlain said. “You may only have a 1% 
chance of needing to warrant it but, if you want 
that LME insurance, report it [to us]. Everyone buys 
insurance; this won’t even cost you.”

From February 1 next year, the LME will impose 
measures to compel the reporting of metal stored 
under an agreement requiring the use of LME-
registered sheds or under an agreement where the 
owner has a right to warrant metal on the LME in 
the future.

The LME will provide a template to be completed 
by the warehouse companies to report all 
data for metal that could be warranted while 
also encouraging other stockholders to report 
voluntarily. 

Although the exchange hopes that members will 
see the benefits of off-warrant stock reporting 

and adhere to the new rules, several sources had 
previously told Fastmarkets they do not believe 
holders will freely report their off-warrant stock.

In the case that voluntary reporting does not work, 
the LME said it could consider further measures 
such as a larger warranting fee on metal not 
voluntarily reported at the earliest opportunity. 

“[The fee] would have to be significant because 
you want it to be a real driver of reporting and 
it would have be to be significant in the total 
economics of what that owner was achieving 
when they warranted the metal,” Chamberlain 
said. “Otherwise people would not report, deliver 
into a backwardation and still get a good profit 
[even with a higher warranting fee].”

The new agreement comes into effect early in 
February; the first report will be delivered at the 
end of that month. Chamberlain expects to look 
at three months of data at least before making 
a decision about where to progress from there, 
he said.

“Come the summer, I think we would be in a 
position... to put a first update notice out,” 
Chamberlain added. “We would then propose the 

LME could impose ‘significant’ fee 
on warranting shadow stocks if new 
reforms fall short - Chamberlain 
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next steps - either say we are going to publish 
it regularly or we are going to start working on 
the incentivizing of voluntary reporting if we are 
worried about its representation.”

Implementation of reporting off-warrant stock 
should create a level playing field for everyone to 
trade with a full understanding of inventories, the 
LME also said.

“It does not change the fact that what is on-
warrant is on-warrant and what is off-warrant is 
off-warrant. But we live in a world where there 
are a number of players who trade on markets 
who are not as physically linked as some others,” 
Chamberlain said.

The LME has a duty to ensure the data that is being 
provided is representative of the market, he added.

“You shouldn’t have to be a metals specialist to be 
able to access the trading services of the LME and 
understand the data in the context of the market 
it serves,” Chamberlain said. “If we publish data we 
have to be confident it has some meaning… It is 
right we do everything we can to help those trading 
of it understand the data in the context of the 
bigger industry.”

For Chamberlain, the success of the new rules 
would not be measured by the stock figures per se 
but by whether new market entrants are willing to 
trade on the LME.

“There are a number of big trading firms, funds 
and macro investors who say the LME is an 
interesting market but they do not trade because 
the transparency of the physical market... does not 
allow them to do the analysis to run [their trading] 
models,” Chamberlain said. 

“Success for me is that we go back to those guys 
in a years’ time and they say that basis of the 
greater transparency that is now provided they are 
happy to allocate assets into the LME’s market,” he 
added. n
ALICE MASON 
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The London Metal Exchange’s mission to create more 
transparency in stock levels may not be popular with the whole 
market but it is a big step toward fixing key issues with the 

exchange, sources told Fastmarkets. 

The LME is expected to implement a series of 
reforms in 2020 that will make big changes 
to warehousing after it launched a market 
consultation in July this year. 

Extending the queue-based rent cap (QBRC) 
threshold to 80 days and changes to “evergreen” 
rent deals are included in the proposal, but the 
most controversial reform relates to off-warrant 
stock reporting. 

“Warehouse reform is always a controversial 
topic for the LME exchange and its members, and 
the new reform is no different. We expected this 
but the off-warrant stock reporting has made 
everyone’s eyes bulge,” a market source said. 

The exchange is proposing to introduce a stock 
reporting process that reflects off-warrant storage 
to achieve increased transparency of global metal 
stocks. 

Currently, a significantly number of metal owners 
choose off-warrant storage as an alternative to 
warranting metal onto the LME, but they still have 
the ability to warrant it onto the exchange should 
they wish. 

“On the LME, people have the best of both worlds. 
They can hide it ‘around the corner’ in an LME 
protected shed and make it magically appear 
when it is better for them to put it on-warrant,” a 
trader said. 

“I understand why the LME is trying to regulate it 
better and have a good understanding of what is 
in their sheds because currently there is a lot in LME 
sheds that doesn’t get reflected in headline stock 
numbers.” 

Under the LME’s proposal, there will be three 
categories that off-warrant stock reporting will 
fall under: 

   n   In the first category, off-warrant metal will 
have to be reported if it is stored under an 
agreement requiring the use of LME-registered 
sheds. 

   n   In the second, it will have to be reported if the 
metal is stored under an agreement where the 
owner has the right to warrant. 

   n   Third, the metal owner will be asked to 
voluntarily report their stocks. If owners do 
not do so, the LME can consider an alternative 
approach whereby the metal placed at LME-
registered warehouses and not voluntarily 
disclosed, at the earliest opportunity, could be 
subject to more onerous warranting conditions 
such as cost or tonnage limitations. 

A question of implementation 

Some market participants are skeptical of how well 
the new proposal will work. 

“People aren’t going to voluntarily report it, they 
want this material hidden from the numbers for 
a reason. I think it will be another number that 
doesn’t fully represent anything,” a second trader 
said. 

“I honestly question how it will be implemented 
because there are always loopholes and people 
will find ways of trading it around and making it 
look like new metal if they need to warrant it,” a 
producer said. 

Some market sources said the LME will understand 
they are not going to be able to catch every single 
ingot or cathode around, but they hope the final 
stock number will still show more transparency 
than it does now. 

Other sources said they expect the majority of 
participants to comply and noted the LME is 

Shadow-stock reporting faces 
headwinds but LME reform on 
right path – sources 
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currently less restrictive than the CME so the move 
to implementing shadow stock reporting on the 
LME is not a surprise. 

“There will be people that come up with games 
and ways around the new rules. But in every 
organization there is someone in compliance or 
the legal team that does not want a scandal – and 
eventually people will comply,” another market 
source said. 

If metal is stored in a CME-registered warehouse, it 
has to be reported whether it is on-warrant or not. 
Under current LME rules, a participant can store 
metal in an LME shed and not have to disclose the 
material to the LME unless it is on-warrant. 

“If it is in a CME shed you have to disclose it 
whatever happens – all the LME are saying now 
is that if you want to use the LME name and its 
protection [such as insurance] you have to tell 
them about the metal, it is no different,” a third 
market source said. 

Righting wrongs 

Beyond questions on implementation, most traders 
spoken to by Fastmarkets said they support the 
idea of stock reporting and believe it is a necessary 
step for the LME to take. 

“Let’s be honest, the LME needed to do something, 
they know the low stock levels aren’t real and they 
are causing problems so they had to stick their neck 
out,” a third trader said. 

Stock levels on the LME have been dwindling for the 
past couple of years. On-warrant nickel stocks on 
the LME are currently at 30,200 tonnes – close to a 
decade low. 

And on-warrant lead stocks are at around 35,100 
tonnes, the lowest ever recorded on the LME. 

“The LME are doing a good thing. As hard as it 
is, the majority of the market supports the need 
for better representation of stock levels and more 
stock on-warrant,” a fourth trader said. 

Copper stocks have also been increasingly volatile, 
recording a significant amount of deliveries in and 
out as well as cancellations. 

In February, total on-warrant copper material 
on the LME was at its lowest point since 2005 at 
21,600 deliverable tonnes. As of October 24, there 
are 148,600 tonnes available for delivery. 

“The market cannot keep having the volatility like 
the copper spreads going in and out and up and 
down when it is not truly showing exactly what 
stock there is,” the second market source said. “It 
just manipulates the price and that’s why the LME 
is doing something about it before it becomes a 
much bigger problem. It won’t be solved on its 
own.” 

The LME hopes that its new warehousing reform 
will not only help the headline stock figures be more 
representative, but also attract more metal onto 
the LME. 

Sources said the extension of QBRC to 80 days 
should enable warehouses to offer better rent 

incentives and encourage more metal onto the 
exchange. As well, liberalization of QBRC rules 
could be a bullish factor for premiums. 

A European trader told Fastmarkets in July when 
the consultation was launched that relaxing the 
QBRC rule could attract more metal onto the LME, 
causing the spreads to move into a wider contango: 
“the wide contangoes are what pushes aluminium 
premiums up.” 

“The majority of the market his happy with QBRC 
changing. When it was implemented the queues 
at warehouses were out of control, now people 
have shown they can behave themselves,” the first 
market source above said. 

“It is the first step toward QBRC and LILO [load-
in/load-out] rules being removed completely at 
some point in the future and that is a good thing 
for warehouses and LME members alike. It should 
attract stock.” 

When the consultation process on warehouse 
reform was launched the summer, the LME said it 
will consider a future simplification of its rules, if 
the changes to QBRC and a greater clarity in its 
linked LILO rules prove successful. 

This would mean a move to a logistically simpler 
“percentage load-out” model, whereby warehouses 
would simply be required to load out a given 
proportion of their stock each day. 

“As much as reform is hard to implement and some 
rules people are critical off – the light at the end of 
the tunnel is that the LME is trying to write some 
wrongs,” the third trader concluded. n
ALICE MASON 

LME on-warrant copper stocks
(tonnes)

Source: London Metal Exchange, Fastmarkets
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The London Metal Exchange’s plans to launch a new 
trading platform in 2021 could bring a host of functionality 
enhancements to its electronic and inter-office market,  
from variable tick sizes to additional order types and greater 

self-service user management.  

Yet with the LME also targeting the eventual 
decommissioning of its current LMEselect 
electronic trading system – which was first 
introduced in 2002 – industry experts at a recent 
LME panel discussion assessed the future of 
a market that could see further migration to 
electronic trading. 

In practical terms, the LME’s proposed trading 
platform improvements will include a new 
financial information exchange (FIX) interface, 
allowing for greater user connectivity, while 
enhancements to its graphic user interface (GUI) 
will allow both client and member access, as well 
as being browser based. 

Functionality improvements will see the LME 
bolster intraday strategy and option series 
creation outside of a member’s order flow, while 
participants may also benefit from increased 
implied pricing routes, variable tick sizes, and 
custom strategies. 

As another example, market liquidity for carry 
trades in the LME’s spread market, characterized 
by the LME’s unique rolling three-month prompt 
date structure, could improve through the added 
function of merging order books. 

“If you imagine the current three-month third-
Wednesday prompt date between January and 
February [2020] parallel to a standalone January-
February spread position, as that spread moves 
through time, at one point the February contract 
will overlap with the three-month contract,” the 
LME’s head of buy-side sales David Lutz explained. 

“Right now our trading platform can’t support 
this, which is why the LME doesn’t allow good ‘til 
canceled (GTC) orders in carry markets. However 
in the future, those two contracts will continue to 

exist, and on an overlap day, the order books will 
merge,” Lutz added.

Additionally, the LME could boost liquidity 
conditions through mass quotes. This will allow 
members operating in the options market that use 
a host of quotations including strikes, calls and 
puts, to combine quote updates collectively.

Yet the LME’s phased migration will also require 
mandatory participation in due course, with 
members gradually having to switch market 
data over to the LME’s new multicast platform 
LMEsource, introduced in May 2018. 

The LME’s migration approach will include a 
six-month test window, early visibility and dress 
rehearsals, but it will not offer forward or backward 
compatibility, making migrated markets only 
accessible via the new platform. 

The right kind of progress?

While most users of the exchange acknowledge 
that the LME’s gradual move towards greater user 
choice could continue to negate its physical ring-
trading entity, market participants remain mindful 
of a continued shift in the LME’s market structure. 

One point of contention, however, is the possibility 
that if the LME does not provide the tools for 
greater liquidity, price discovery and user choice, 
external parties will. 

London-based brokerage ADM Investor Services’ 
head of LME sales, Edward Fremlin-Key, was quick 
to acknowledge this point, highlighting that the 
initial move away from the voice-broking market to 
screen trading saw liquidity providers such as banks 
and brokerages offer implied pricing curves through 
external proprietary technology. 

Will the LME’s new trading 
platform launch bring desired 
functionality to market? 
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But if the exchange’s strategy is to simply absorb 
all of its potential, some believe it has to be careful 
not to overextend itself. 

“I think the role of technology within the LME 
will continue to grow – that’s obvious. What’s 
important now is where the focus should lie,” Marex 
Spectron head of market analytics Guy Wolf said. 

“It’s important to distinguish between the 
front-end and back-end use of technology. The 
LME’s date structure makes for a much more 
fragmented market in terms of access to liquidity, 
and the development of back-end functionality is 
key,” Wolf added.

Similarly, navigating liquidity through the LME faces 
further challenges against a changing landscape 
of participants. Panellists were quick to point out 
the proliferation of start-up commodity trading 
advisors (CTAs) and systematic funds that have 
further saturated liquidity conditions. 

For others, taking on risk in today’s markets has to 
benefit from automation and conceptualization in 
order to better optimize work flows. 

“As a risk-taker in the market, what’s most 
important to us is market transparency and price 
discovery,” investment management firm Orion 
Resource Partners’ portfolio manager, Matthew 
Heap, said. 

“On calendar spreads, we have no visibility into 
market depth. Typically, we use market open 
interest or volumes, but the LME inherently resets 
its electronic order depth every day because there’s 
no GTC functionality, so these proposals could be a 
huge change to the market,” Heap added. n
HASSAN BUTT 
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The metals industry needs to be smarter and play a bigger  
part in reducing its carbon footprint over the next decade to 
thrive in the 2020s, the chief executive officer of Rio Tinto,  

Jean-Sebastien Jacques, said.   

The industry needs to be smarter at spotting trends 
and acting on them, as well as smarter at building 
new partnerships and connecting with society, 
Jacques said during his keynote address at the LME 
Week seminar on Monday October 28.

“Society expects much more now and there is 
absolutely no doubt that we must play our part  
in reducing emissions for future generations,” 
Jacques said.

“This requirement is already driving structural change 
among out industry.”

Jacques noted that Rio Tinto, a major producer of 
both aluminium and iron ore, has already made steps 
towards reducing their carbon footprint. 

Rio Tinto’s green aluminium brand is RenewAl, whose 
production emits a maximum of four tonnes of CO2 
per tonne of aluminium produced.

Both Alcoa and Rio Tinto are partners in Elysis, a 
zero-carbon technology that replaces the carbon 
anode with an advanced conductive material, which 
releases oxygen instead of carbon dioxide. 

Aluminium producers Alcoa, Norsk Hydro and UC 
Rusal have all launched low-carbon brands in the 
past few years. 

While for iron ore, Jacques noted that Rio Tinto signed 
a memorandum of understanding with China Baowu 
Steel Group and the country’s Tsinghua University last 
month to develop and implement new methods to 
reduce carbon emissions. 

“The only way we can truly challenge climate change 
is with partnerships across the supply chain and there 
will be more scrutiny on how materials are produced,” 
Jacques said.

He noted that technology would also play a key role. 
Explaining that in the future there could be a mobile 
application that details where the metals in an 

electric vehicle came from and where it was mined. 

“In the 2020s, this type of proof or origin content will 
become a necessity – not the exception,” Jacques said.

On Friday October 25, the LME set out its 
requirements for responsible sourcing, outlining three 
routes to compliance.  

It says it now intends to implement a proposed 
framework with full engagement required by 2022 
and full compliance by 2023.

“We must be part of the solution but our approach 
needs to be pragmatic, with profitability at its heart. 
It has to be about action not just about words,” 
Jacques said.

“It has to be an honest conversation about the 
trade-offs and the benefits. We also need to speak to 
everyone not just those with the loudest voices.”

Jacques said that the conversations about reduced 
emissions and responsible sourcing must reach 
far-flung locations in regional towns and remote 
locations who rely on mining to make a living.

It is those voices which are often unheard or drowned 
out, Jacques said, but he notes that they are the 
unsung heroes of the industry. 

“All studies in the last decade shows we are an industry 
than can adapt. We bounced back from problems 
when people said we couldn’t and we are resilient,” 
Jacques said. “Now we need to put our minds to the 
problems and opportunities of the next century.”

He said that partnerships will define success in the 
decade to come and the metals industry must be 
better tuned in to the world around us and adapt 
quicker than ever before. 

“The late 2010s were about discipline but the 2020s 
will be a strength and resilience. Our industry needs 
to drive its own agenda,” Jacques added. n
ALICE MASON 

Metals industry needs smarter 
partnerships in 2020s to reduce 
carbon footprint – Rio Tinto CEO

INTERVIEW
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The aluminium industry needs to be transparent about its 
carbon emissions and the London Metal Exchange has a key 
role to play in ensuring this happens, Lord Greg Barker said in 

an interview at LME Week 2019. 

Being interviewed by LME chairman Sir Brian 
Bender on Monday October 28, the executive 
chairman of EN+ Group said that, to ensure this 
happens, the LME should publish the carbon 
percentage of all aluminium trades concluded on 
the exchange. 

“We have to be transparent, and then we can 
manage [the situation],” the former UK minister of 
energy & climate change said. 

EN+ Group owns a 50.10% stake in aluminium 
producer Rusal, which is currently the largest 
producer of low-carbon aluminium in the world.

“We need to shine a bright light [on this issue] and 
everyone needs to demand [to see] the carbon 
footprint of each trade on the LME, so it is clear,” 
Barker said.

Rusal produces its low-carbon aluminium using 
hydro-electric power to reduce its carbon footprint. 

Its ‘Allow’ brand is said to create less than four 
tonnes of carbon dioxide per tonne of aluminium 
produced, in terms of both direct and indirect 
smelter emissions.

“But I am seeing pushback [against] this idea,” 
Barker said. “[And although] no one is saying this 
must never happen, they are doing their best to 
water down the effort.

“I don’t think this generation or next will forgive 
those who don’t step up and play a part in the 
decarbonization of this industry,” he added.

Barker said the industry needed to work on creating 
a new asset class of ‘green’ aluminium rather than 
the old ‘black’ aluminium that is produced with a 
large carbon footprint. 

“If the aluminium sector was a country, it would 
emit more carbon than Germany - and it would be 
a member of the G7,” Barker said. 

He said Chinese aluminium is still produced using 
coal-fueled electricity and, as a result, on average 
produces 22 tonnes of carbon for every tonne of 
aluminium produced, whereas hydro-electric power 
produces just 3.7 tonnes of carbon for every tonne 
of aluminium.

“That is huge,” Barker said, “and the idea that 
should not be reflected in the cost to consumers is 
awful.”

Several large aluminium companies are now 
producing metal with low carbon emissions, 
but not all consumers were yet willing to pay 
a premium for the material, executives told 
Fastmarkets earlier this year. 

But they accepted that this was likely to change 
soon and that would create the incentives to 
encourage other producers to decarbonize. n
ALICE MASON 

Exchange should disclose  
carbon footprint of all  
aluminium trades, Lord says 
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Executives from aluminium producers Alcoa, Hindalco, Norsk 
Hydro and EN+ have said that governments, regulators and 
companies need to work together to develop a framework to 
make sustainably produced aluminium competitive against 

metal produced by more traditional methods. 

They were speaking during a panel at Fastmarkets’ 
Base Metals: Unplugged event on Monday October 
28, as part of the London Metal Exchange’s LME 
Week. Multilateral initiatives must be used to 
kickstart the green aluminium market, they said.

One factor preventing green aluminium 
from becoming competitive was traditionally 
manufactured China-origin aluminium, which 
is more cost-effective but also produces more 
pollution, according to EN+ executive chairman 
Lord Gregory Barker.

“Chinese aluminium is [generating] as much  
as 22 tonnes of carbon per tonne of aluminium. 
That is frankly disgraceful in a low-carbon world, 
and we know the damage it is doing to our 
planet,” Barker said.

The lower cost of producing aluminium 
conventionally, using energy sources such as 
coal in China, also makes it difficult for Western 
aluminium producers to focus on the production 
of green aluminium, according to Alcoa chief 
executive officer Roy Harvey.

“We can try to find a way to drive a carbon-
positive agenda, but if you do that while China 
builds smelter on smelter and refiner on refiner, we 
will be playing a tune into our graves,” he said.

Leveling the playing field

Governments, Barker said, need to penalize 
the import of such pollution-producing “black 
aluminium.”

“We’ve all got to get together and we’ve got to 
agree that business as usual, steady as she goes, 
isn’t good enough,” Barker said. “We’ve got to take 
real steps not only to make green aluminium a 
reality but to say we will not use black aluminium 
in the future economy.”

A huge amount of Chinese capacity would be 
blocked from markets in Europe and elsewhere in 
such a scenario, he said, adding that he did not 
know whether this would be achieved by taxes or 
tariffs.

Such institutional frameworks could help “level 
the playing field” for producers looking to produce 
carbon-positive metal, Harvey said.

But blocking out conventionally smelted aluminium 
could limit production in those regions where 
renewable energy is not available, according to 
Satish Pai, CEO of Hindalco’s aluminium business.

“It’s a bit disingenuous if you take a built-in 
advantage and push a green agenda,” Pai said. 
“What you’re basically saying is that you’re only 
allowing aluminium production in places with hydro 
[electric] power.”

Instead, the industry should focus on the green 
advantages presented by aluminium, such as how 
the metal can be recycled and how its light weight 
can help to reduce fuel emissions, he added.

Another challenge for the industry, Pai said, 
was identifying how green aluminium is defined, 
because sustainability stretches beyond the carbon 
footprint.

“Yes, look at carbon, but also, unless you don’t 
agree, look at plastics, look at emissions, look at 
water. All these things are important for the world 
today,” he said.

Niche traction

Demand for aluminium continues to be driven 
by simple economics, with little incentive from 
consumers at the moment to use green aluminium.

“You talk to any carmaker [and] the first question 
they ask is how many euros per [kilograms 

Producers seek better political, 
economic framework for green 
aluminium to succeed 



November 2019  Fastmarkets  25

are] saved,” Pai said. “So the driving factor on 
the automotive side is whether you can make 
aluminium thinner, lighter and cheaper so it can 
substitute for steel.”

Carmakers were also hesitant to pay more for 
aluminium just because it is sustainably made.

“If they want to play the environmental card, let 
them. I’m not playing that game. Big bosses aren’t 
going to worry that there is extra carbon [during 
the aluminium production process] if they have 
to pay,” one carmaker said, adding that it can 
offset its carbon footprint elsewhere in its wider 
production process.

Despite the challenges facing the growth of a 
green aluminium market, producers say they 
are beginning to see demand for sustainable 
aluminium trickling in.

Hydro CEO Hilde Aasheim saw demand for her 
company’s green aluminium products growing.

That product line includes a guarantee of a 
maximum of 4kg of CO2 produced per kilogram of 
aluminium, she said, while another product, which 
contains a minimum 75% post-consumer scrap, is 
sold out.

“Now we see more and more traction,” she said.

She also saw architects using more green 
aluminium as well, with Swedish furniture-maker 
Ikea using it in certain sofa product lines.

That sort of demand has been driven by consumers 
at the end of the supply chain.

“What we’re seeing,” Barker said, “is that 
consumers are actually ahead of industry, ahead of 
business. [They] actually realize there’s a problem 
and want the data, and are prepared to pay for 
[products made from green aluminium].”

Other producers also see a gradual shift toward 
green aluminium.

“You are really starting to see that there is some 
traction [in the market],” Harvey said. “But it is 
the beginning so it doesn’t necessarily pay for all 
of the market, because it’s just starting to come to 
be. The question is: how do you change that niche 
market into one that is much more general?” n
JUSTIN YANG 
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Milingo Lungu, the provisional liquidator (PL) of Zambia’s 
Konkola Copper Mines (KCM), has a clear mission: To increase 
the value of the disputed assets and ready them for a new 

owner by June next year.  

The Zambian government sent shockwaves 
across the copper market when it filed an official 
document with the country’s High Court ordering 
the liquidation of the assets of KCM, which runs 
the country’s largest copper smelter, Nchanga, as 
well as the Konkola and Nchanga mines.

The same government order named Lungu the PL 
of KCM and gave him the mandate to continue 
KCM’s business.

“Normally in insolvency law, you always get 
better bids if people can see the viability of the 
company,” Lungu told Fastmarkets in an interview 
in London this week.

KCM was operating at minimal levels around April 
this year after suppliers stopped providing services 
to it, Lungu claimed, citing Vedanta’s deferral of a 
service fee payment that led to output disruptions 
and prompted the government to step in at 
Nchanga and Konkola.

KCM’s copper output was just 47,000 tonnes in 
the six months to September in 2019. In the year 
to March, output was 177,000 tonnes - roughly 
equivalent to 60% of smelting capacity of 311,000 
tonnes per year at Nchanga, which is now closed 
for 39-day maintenance works until November 18. 

After carrying out that work, production will 
resume and be ramped up, Lungu said.

“Certainly, the only way to get out of this issue 
is to trade out of it, and that means ramping 
up production. There is going to be a marked 
production jump in the next six months after the 
maintenance,” he added. 

Planned integrated output at KCM will be 8,900 
tonnes per month of copper during the six months 
following maintenance, up from 7,500 tonnes per 
month during the company’s 2019 financial year.

Securing funding is crucial to KCM’s operations, 
which require monthly working capital of up to 
$50 million, according to a well-informed market 
source.

“We sourced some funds from the market and we 
sourced some funds from [Zambian state-owned 
copper miner and minority KCM shareholder 
ZCCM],” Lungu said. 

“Significant risks still exist - these [proposed 
production] figures are only feasible because of 
improving plant efficiency,” he added. “But, from 
my analysis, the mine still needs a significant 
amount of investment and probably that can only 

Konkola Copper Mines liquidator 
says ‘divorce’ from Vedanta by 
June 2020, readying assets for sale

INTERVIEW

“Certainly, the only way 

to get out of this issue 

is to trade out of it, and 

that means ramping 

up production. There is 

going to be a marked 

production jump in the 

next six months after the 

maintenance.”                         

                       –Milingo Lungu
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be done by a new equity investor when the court 
case is settled.” 

If the court issues a winding-up order, the ultimate 
plan is to sell these scalable copper assets to a 
new company.

“So you move the assets and business to the new 
company and that is paid to the liquidation and 
that uses the funds to pay off the creditors. If 
there is equity left it goes to the shareholders,” 
Lungu said. “It’s basically a process you could liken 
to a divorce - sharing the properties and who gets 
the dogs. And then everyone goes their own way.” 

Vedanta mounts defense 

Unsurprisingly, Vedanta, which has invested more 
than $3 billion in KCM since 2004 and holds 79.4% 
of the company, has mounted a legal challenge 
of the liquidation order and the plan to put the 
assets up for sale.

The London-listed miner wants to resolve the 
dispute through private arbitration in South Africa 
and in Zambia under its shareholder agreement 
with ZCCM.

“Vedanta is concerned about the manner in which 
KCM is being run on a day-to-day basis since the 
appointment of the PL on 21 May 2019 and how 
this is impacting the integrity of the assets,” a 
Vedanta spokesman said in an emailed response 
to an inquiry from Fastmarkets on October 31.

But in response to those remarks, a PL 
spokesperson argued that “the problems at KCM 
are as a result of the failure by Vedanta to invest 
in mining and mining activities, which ultimately 
led to reduced productivity and financial distress.

An appeal hearing in Zambia is due around the 
end of November, Lungu said. 

“In my opinion the case will be settled worst case 
scenario some time in June [2020], whether it’s in 
Zambia or South Africa,” he added. 

According to media reports, China Non-Ferrous 
Metal Mining Group (CNMC) may be interested 
in taking over KCM’s operations. CNMC has other 
interests in Zambia, having invested $1.1 billion 
in the country’s Chambishi mine and smelting 
facilities.

Addressing the risk of contempt of court, Vedanta 
said it is unable to comment on the process that is 
under way in the Zambian courts. 

“There has been interest but we can’t proceed into 
serious negotiations because it may appear to 
undermine the court proceedings,” Lungu said.

The company is still awaiting notification from 
the Master of the Court of Appeal about dates for 
these hearings on possible arbitration. 

KCM disruption tightens blister 
copper; RC sinks

The case has led to intermittent production and 
delivery delays at KCM, a major supplier of blister 
copper to China.

Zambia’s Chamber of Mines (ZCM) expects the 
absence of KCM to cause the country to drop out 
of the top ten global copper-producing countries 
this year. ZCM expects the country’s copper 
output to decline by 100,000 tonnes this year. 

The lost output includes significant volumes of 
blister, an intermediate product that typically 
contains 98-99% copper. 

The refining charge (RC) for blister copper 
declined to $130-145 per tonne cif China at the 
end of September from 2019 benchmark of $165 
per tonne for 2019 because of the tightness and 
soaring demand from Chinese smelters.

With KCM tonnages out of the spot market, 
trading sources reported struggles to source 
material to fulfil long-term contracts. Chinese 
smelters must look to more complex materials 
such as black copper and copper billet. 

Spot copper concentrate treatment charges (TCs) 
are around multi-year lows, making Chinese blister 
production unprofitable, which is bolstering the 
import market.

China imported 553,216 tonnes of non-refined 
copper in the first nine months of the year, 
including anodes, blister and scrap-smelt ingots, 
customs data shows.

The return of KCM could be a major factor in 
benchmark supply discussions between CNMC 
and Jiangxi Copper- the biggest blister buyer in 
China - later this month at Asia Copper Week in 
Shanghai. n
 ARCHIE HUNTER 
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The widespread adoption of steel price indices used for 
risk management will depend on educating steel industry 
stakeholders on the benefits and best practices of hedging 
while also overcoming the challenges of the fragmented 
nature of the steel markets, a panel of experts said at the 
London Metal Exchange’s Ferrous Focus session on Thursday 

October 31.  

Educating steel industry stakeholders, in particular 
consumers’ procurement teams, will be essential 
to effecting culture change in an industry that lags 
behind the non-ferrous markets when it comes to 
derivatives trading.

“The ferrous market still has a way to go to catch 
up with the more established hedging practices 
we see on the non-ferrous side,” Jenny Boyce, 
corporate metal sales at BNP Paribas, said. 

In addition to stakeholders understanding the value 
of the risk diversification that hedging offers and 
how best to achieve this, it is also important that 
the whole industry has confidence in a particular 
index, Boyce continued. 

Steel is traded in many more physical forms and 
grades than other metals, which has presented an 
obstacle to the indexation of the whole industry.

“Copper is copper, aluminium is aluminium, but 
steel can be any number of different things,” 
Boyce said, which can result in reduced correlation 
between an index and the price of a particular 
steel product. 

Yet rather than necessitate the adoption of 
multiple pricing indices to reflect the steel 
industry’s diversity, the panel agreed that, 
conversely, less is more and that a smaller number 
of robust indices can serve the entire industry’s 
needs. For example, a European hot-rolled coil 
index could be the basis for all flat-steel derivative 
trades if the relationship between different 

product prices is known and understood. 

David Fleming, ferrous derivatives trader at 
Gerald, agreed that the fragmented nature of 
the steel industry represented a challenge and 
was in contrast with the more homogenous iron 
ore markets. He continued that although this is 
not an insurmountable obstacle, it increased the 
importance of index consolidation. 

“The industry as a whole has to have confidence in 
a specific index,” Fleming said. 

Furthermore, an increase in the number of indices 
would mean that the liquidity on any one index 
would be diluted, added Lukasz Lasota, commodity 
business developer at mBank.

Despite the challenges, the panel were confident 
that derivatives trading will take off in the steel 
industry, given its size and the risks involved. n
ROSS YEO

Steel industry indexation  
depends on education, 
overcoming fragmented market 
challenges – LME panel 
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A mixture of trends was forecast for steel, iron ore and coking 
coal prices in 2020 at the London Metal Exchange Ferrous 

Focus session this week.  

“Steel is going to drift a bit lower, but not collapse,” 
Citi research analyst Tracy Liao told delegates on 
Thursday October 31, “[and] iron ore will go quite a 
bit lower, whereas coking coal prices will go up.” 

Liao said that while there has been slowdown in 
growth over the past two years in many regions, 
there was now an expectation, in advanced 
economies at least, to see a bottoming out in the 
first half of next year.

China, meanwhile, has had a strong performance 
in the real estate sector with low single-digit 
growth in real estate sales, she said, while in 
infrastructure - the second largest end-user 
sector for ferrous products - the year-to-date 
performance had been well below expectations 
and was struggling for growth.

The automotive sector, which consumes large 
quantities of flat steel, has been weak globally this 
year, she said, pointing to lower car sales in China, 
India and the European Union. 

“It is a sector [that] is expected to have the most 
challenges over next two to three years,” she said, 
adding that while “we do expect China’s auto sales 
to stop falling,” doubts remained over the chances 
of a strong rebound.

The downbeat automotive market has been most 
evident in European hot rolled coil prices, which have 
fallen consistently so far this year. Having started 
2019 at €520-530 per tonne ex-works, they were 
down to €415-425 per tonne ex-works by October 30.

In China - where relatively low inventories reflect 
healthy demand - steel mills have, nonetheless, 
been struggling on steelmaking margins, “drifting 
to almost zero now,” Liao said. “They’ve not been 
making a great profit, but they are financially 
resilient,” she added.

But margins at steel mills outside of China remain 
under great pressure, she warned, with some 
companies “running flat or at breakeven.”  

In iron ore, Liao noted that it had been an eventful 
year so far in 2019, with supply disruptions resulting 
from accidents, maintenance and extreme weather 
events affecting major companies around the world 
and knocking out millions of tonnes of capacity. 

But she said production and deliveries were now 
back on track, and the market was now likely to shift 
toward oversupply in the next two or three years.

Iron ore prices soared in the first half of 2019, with 
Fastmarkets’ iron ore 65% Fe blast furnace pellet 
index, cfr Qingdao, reaching a year-to-date high 
of $147.08 per tonne cfr Qingdao on July 5, up 
from $121.38 per tonne on January 4. Even so, Liao 
said the iron ore prices were not high enough to 
encourage much in terms of new capacity. 

With the trend for prices to gradually drift down, the 
path ahead could be bumpy, Liao told delegates. 

For coking coal, there was a different story, she 
said, because supply “does not have the same story 
as iron ore. There is a decent amount of capacity 
to return back to the market, which could put 
pressure on prices, giving it the opposite situations 
to iron ore.”

But environmental issues and a lack of finance for 
coal projects mean that forthcoming coking coal 
projects - those expected to start up over the next 
five to 10 years - are unlikely to result in major supply 
growth, Liao said.

A higher intake of hard coking coal is predicted 
in China, where older, smaller furnaces are being 
phased out, replaced by bigger furnaces that require 
large amounts of hard coking coal, Liao said, adding 
that Australia was likely to be the only region that 
could grow its coking coal capacity over the next 
few years.

She predicted that iron ore prices will fall further 
next year, while coking coal prices could see some 
upside in 2020 before moving down in 2022. n
CARRIE BONE 

Mixed trends for prices  
predicted for steel, iron ore, 
coking coal in 2020 


