
G lobal aluminum markets were not 
looking very promising at the start of 

October. No one major problem besets the 
metal; rather there is a host of challenges. 
In North America, most prices declined on 
withering buying interest. Meanwhile, a strike 
against the United States’ largest automaker, 
General Motors, exacerbated an already 
gloomy near-term outlook driven by the 
international trade disputes precipitated by 
the current United States administration. 

Fastmarkets’ assessments for two key 
scrap prices were lower even though they 

were already near the bottom of the range 
for several years. The price for aluminum 
scrap turnings, clean dry high-grade, 
delivered to Midwest secondary smelters, 
slipped 2 cents per lb, or 7%, to 25-28 cents 
per lb. That marks the price’s lowest range 
since Fastmarkets began assessing them in 
December 1992.

The prices for aluminum scrap, both old-
sheet and old-cast, fell by a penny, or almost 
3%, to 34-37 cents per lb and 33-36 cent 
per lb, respectively. Other prices were lower 
in similar ranges. Sellers and traders told 

ALUMINIUM PRICE OUTLOOK 
BUFFETED BY TRADE WAR, 
DEMAND HEADWINDS
Trade wars and tariffs lead aluminium’s tale of woe 
going into the final quarter of 2019, but complications 
range from labor discord to inventory reductions.



Fastmarkets that buying interest is thin and 
purchasers are being selective with lots as 
well as with volumes.

In secondary markets, Fastmarkets’ 
price for aluminum alloy A380.1, delivered 
US Midwest, was at 59-63 cents per lb on 
October 3, down a penny on the low end of 
the previous range of 60-63 cents per lb on 
September 30. The benchmark secondary 
aluminum alloy price is now at its lowest level 
since late March 2009 when it was assessed 
at 60-61 cents per lb.

Industrial action

About 48,000 United Auto Workers members 
went on strike on September 16, filing 
demands for increased pay, job security, and 
share of the company profits. Protection of 
healthcare benefits are also on the table.

The strike by US workers forced the 
automaker to halt production at its pick-up 
truck and transmission plants in the Silao 
Complex in Guanajuato, Mexico. That facility 
has curtailed operations because of a lack of 
parts, resulting in temporary layoffs of 6,000 
workers. 

On October 1, the UAW rejected the latest 
comprehensive offer from General Motors, 
Reuters reported. The union said the offer 
was insufficient on key issues including 
wages, healthcare, and the use of temporary 

workers. The union said it has made a 
counter-proposal. 

“The strike had previously forced GM to 
lay off at least 2,000 Canadian workers and 
temporarily close an engine plant in Mexico. 
Many suppliers have halted or scaled back 
some operations,” Reuters added.

Even though the strike against General 
Motors is not yet seen as a major concern 
broadly at the strategic level, it is having 
a negative effect tactically in some supply 
chains. That has been most noticeable for 
automotive die-casters. Which in turn has 
a knock-on effect in demand for secondary 
aluminum alloys. Even farther afield, ripples 
from the labor action have been felt in 
Canada as well as Mexico. The automaker 
has closed some assembly lines at its plant in 
Oshawa, Ontario, outside Toronto. 

Broadly, global aluminum production is 
experiencing a slight decline. Cumulative 
output in the first eight months of 2019 was 
reported to be lower by just 0.6% to 42.5 
million tonnes, according to the International 
Aluminum Institute (IAI). That slight slippage 
was the cumulative result of decreases 
worldwide, including China, the largest single-
country producer.

The decrease is so small that a strong 
fourth quarter could reverse the trend and 
at least see a steady final result for the year. 
But the news so far does not seem to support 
such an outcome. 

Falling inventory

As a double whammy, visible inventory 
has also tumbled to new lows. Total stocks 
registered with the London Metal Exchange at 
the start of October fell to less than 900,000 
tonnes for the first time since 2008. Other 
exchanges report similar situations.

The decrease in production to date is only 
slight and, given the uncertainty for the 
balance of the year, it follows that traders are 
casting about for direction. The three-month 
aluminum contract on the LME closed at 
$1,711 per tonne on October 3, down by 0.7% 
from $1,722.50 per tonne on September 30. jetcityimage



The contract rebounded slightly to $1,715.50 
per tonne on Friday October 4. 

In basic economics, reduced supply 
should shift prices higher over time. That 
said, current developments indicate 
some realignment of the global market. 
Uncertainty makes traders nervous because 
no one wants to be stuck with too much 
material in the wrong location.

Early in October, Fastmarkets reported 
that more than 29,000 tonnes of aluminum 
were delivered into LME warehouses across 
Singapore and Gwangyang, South Korea. That 
was in addition to 11,000 tonnes delivered into 
Singapore on October 1. The new wrinkle is 
the focus on Port Klang, Malaysia. A notable 
number of new warehouses were listed there, 
including 15 owned by warehousing company 
Steinweg that can store aluminium, the LME 
announced on October 1.

According to LME data, which was last 
updated on October 1, there are 96 LME-listed 
warehouses in Port Klang. Of those, 18 are 
now owned by Steinweg.  Warehouse operator 
Access World has the majority of warehouse 
space, with 37 LME-listed warehouses in Port 
Klang. Istim has 26 warehouses in the area. 
Large-volume aluminum deliveries were made 
in April when Access World listed 25 new 
LME-registered warehouses within two weeks. 
All together, more than 108,000 tonnes of 
aluminum was warranted in the days just 
after the new warehouses were listed.

In response to the headwinds for 
aluminium, CME Group has adjusted some 
of its practices, notably the globalization of 
physically settled metal. The new initiatives 
are intended to give traders more flexibility in 
responding to the realignment of the market.

In a statement, the major exchange said, 
“We have modified [our] ALI [contracts] to 
duty unpaid with global delivery points. 
Advantages of the changes include: the 
addition of outdoor storage, transparent 
price discovery process and fees, margin 
efficiencies with other CME Group products, 
futures margining and monthly futures 
structure. The contract is complementary to 

aluminum premium contract suites (~600 
ADV with 50,000 open interest), with regular 
commercial client engagements. Global 
ALI allows for trade opportunities across 
exchanges and serves as an additional point 
of liquidity.”

As might be expected with such broad 
trends, producers are responding. For 
example, Hydro, has begun a “comprehensive 
restructuring program in its rolling business 
with the aim to significantly improve 
profitability,” the company said. 

Hydro’s rolling business has shown 
disappointing financial performance over 
past years. “We are taking forceful actions 
to improve our profitability,” Einar Glomnes, 
executive vice president for rolled products, 
said. The restructuring includes the planned 
closure of parts of the foil production at 
Grevenbroich, Germany, as well as efficiency 
measures across the organization. 

“Our cost position in parts of our foil business 
is too high, mainly due to manning-intensive 
and manual production processes, and we are 
also facing strong competition in this market 
segment. As a consequence, we are planning 
to close our foil mainline,” Glomnes said. 

The total restructuring cost is around 
€160 million ($175 million), of which €100 
million-120 million will be taken as a provision 
in the third quarter of 2019. Parts of the 
manning reduction are dependent on limited 
capital expenditure. In September 2018, Hydro 
announced its exit from the foil conversion 
business by December 31, 2019. These closures 
combined represent approximately 30% 
of the overall foil production. Efficiency 
measures throughout all rolled products sites 
is planned to be delivered by 2024, with the 
majority by the end of 2022. 

Total capacity at Grevenbroich of 440,000 
tonnes per year includes aluminum foil and 
lithographic products, aluminum strip for 
light-weight automobiles, aluminum strip 
and coil coating for can lids, and more. In 
addition, Hydro has high purity aluminum 
operations next door. The site was established 
in 1916, rolling operations began in 1922.


