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An executive whitepaper written by Aptium Global, Inc. 

A p t i u m G l o b a l

Pricing Perspective Series: Copper and Aluminum

MetalMiner™ is the creation of Lisa Reisman and 
Stuart Burns, the co-founders of Aptium Global Inc. 
Both Reisman and Burns have sourced and traded 
metals products around the world. The authors 
of dozens of articles, sourcing tools, and white papers, 
Reisman and Burns write their award-winning blog 
MetalMiner™ to share strategies, insights, and trends 
for cost avoidance and cost savings opportunities 
for metals related purchases. MetalMiner™ is available 
online at: 

www.agmetalminer.com

A note from the founders

This may sound sad, but it’s true: We lie awake at 
night thinking about how manufacturers could save 
or avoid spending money on their metal purchases. 
It’s a strange thing to think about, but alas, someone 
has to do it. Through MetalMiner™, we take a global 
perspective on the issues, trends, strategies, and 
trade policies that will impact how you source and/
or trade metals and related metals services. From 
aluminum and steel to rhodium to gallium, from the 
thinnest gauge foils to the largest castings and forgings 
available today, we’ll cover a wide range of diverse 
topics—including green sourcing, lean sourcing, global 
pricing trends, capacity constraints, supply market 
M&A activity, and more. As always, you can reach us at 
info@agmetalminer.com to share comments and ideas.

Continue reading for our 2008 price predictions, 
followed by an in-depth, insider look at the 
recent and future steel market.

Lisa Reisman and Stuart Burns

MetalMiner™

http://www.agmetalminer.com
mailto:info@agmetalminer.com
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Analysts at Commerzbank are predicting that energy costs will stay high, leading to higher 
aluminum prices. Energy accounts for 40 percent of the cost of primary aluminum, and new 
capacity is growing at only 4.5 percent as new projects are hampered by unprecedented rises in 
the cost of energy (for example, Rio Alcan’s smelter project in South Africa). Yet Purchasing.com 
predicts that prices will fall from an average of $2879/mt this year to $2659/mt through 2011.

Energy infl uences the cost of aluminum manufacturing more than almost any other major metal, 
so the cost of energy contracts will infl uence new projects. Today, the average break-even point is 
about $2000/mt for most smelters. However, following growth in a new capacity of 12 percent 
last year, there is no shortage of primary metal. While power costs are clearly an infl uencing factor, 
we see the softening in Western demand and the large global stocks as bigger infl uences. The 
fall of the U.S. dollar has infl uenced all commodity prices. If the currency were to stabilize this 
summer and begin to fi rm on the back of possible February rate rises towards year-end, we could 
see aluminum prices coming under pressure a lot sooner than 2011.

We have written several articles for MetalMiner about macro-economic situations in the metals 
markets, so it was a pleasure to connect with an old friend of ours, Dan Kendall, President of 
ABC Metals. His company is a distributor of high quality precision slit non ferrous metal products 
with distribution centers in the mid-west and Texas.

Distributor inventory levels are at all-time lows. Dan shared a wonderful quote from the CEO 
of another distributor: “You could shoot a gun in our warehouse and not hit any metal.” Faced 
with falling demand and rising prices, distributors have stopped buying. Inventory levels are 
dramatically lower and only niche players with long-running contracts and sophisticated cost 
hedges are still managing to grow their businesses. ABC was up 27 percent last year. 
The mills are caught between rising metal costs and falling sales. Lead times are as short as one 
week at some mills. And if demand picks up, a good number of the mills will allow lead times 
to extend rather than bring idled capacity back online, indicating that they don’t trust the market 
to turn around soon. Brass and copper scrap, the main feed for the brass mills, is in incredibly 
short supply, and premiums are the highest they have ever been relative to copper cathode. With 
semis demand down, there is little new scrap being generated and old scrap has long since 
been exported to China during the past few years. Consequently, the mills’ margins are under 
pressure and they can’t respond in the traditional way to falling demand by reducing prices. 
Speculative fund investments are pushing up the world price of primary copper when demand is 
sagging in the west. Imports into the U.S. are down, and the weakness of the dollar makes foreign 
prices unattractive to U.S. suppliers.

Interestingly, exports are re-appearing for the fi rst time in many years, fueled by the weak dollar 
and appreciating overseas currencies like the Euro and Chinese RMB. U.S. companies are 
fi nding overseas buyers switching back, attracted by sudden competitive prices and reliable high 
quality. The classic risk in situations of sustained high prices is product substitution. We have 
seen it happen dramatically over the last 18 months in stainless steel as buyers have shifted from 
high nickel 300 series to low or zero nickel 400 series—with a resulting huge increase in chrome 
prices. This is happening with the copper alloys, and Dan quite perceptively calls this demand 
destruction rather than product substitution because many of these consumers never come back. 
Once they have geared up for a change in alloy or material there is rarely the fi nancial incentive 

Confl icting Signals on Aluminum

A Note from the 
Copper Trenches

Stuart Burns
March 19, 2008

Stuart Burns
June 9, 2008
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to switch back again. For example, plastic water tubing for copper in the plumbing industry is likely 
not going to result in a change back to copper.

Dan shared an interesting development in the copper market that could create signifi cant long 
term growth opportunities. Simultaneous research projects have been funded in the US and 
UK into the antimicrobial properties of copper and its alloys. Research has shown that microbes 
exist for a matter of minutes on copper surfaces, but can last for days or even weeks on stainless 
steel. Federal funding was released in August last year for research into the use of copper alloys 
in hospitals, catering and related applications where the spread of disease is at greater risk such 
as HVAC.

But even with these opportunities on the horizon, it looks like there are tough times ahead for 
manufacturers, distributors and consumers in the copper industry. For once the whole market is in 
the same boat suffering from high costs and poor demand. And with ever more investment funds 
speculatively fl owing in daily to the futures markets, there is no sign of an early end in sight.

Imagine this headline: “Rio Tinto Just Found a Whole Load of Copper”. Or this one: “BHP to 
Swallow Rio Tinto”. Both are real, and both came from Forbes. What’s interesting is the timing of 
one in conjunction with the second. As has been widely reported, BHP made a hostile takeover bid 
for Rio Tinto back in early February. But Rio is trying to maintain its independence. Last Friday’s 
discovery of about 628 million tons of additional copper helped that initiative. The new copper was 
found below the current Kennecott Utah Copper Bingham Canyon pit. Interesting timing is all 
I can say about this fi nd.

As someone who prefers free markets, competition is a very good thing. So who am I to question 
this sudden discovery? As an aside, a combined BHP Billiton/Rio Tinto would be the third largest 
company in the world. Now that is some industry power the metals markets don’t need right now!

Mr. Agarwal would probably like to think so, and just might prove to be. Having established his
largely non-ferrous metals-focused industrial group Vedanta Resources in the UK via a London 
listing and expanded internationally into Africa and more recently the U.S. (his Sterlite subsidiary 
purchased the assets of Asarco Copper for $2.6b following that company’s liquidation), Mr. 
Agarwal is sitting on a global metals business valued at some $6b. He is now turning his attention 
back to his roots with plans for investments of up to $20b in non ferrous metals mining and 
refi ning operations and power plants.

Demand for copper in India is growing 8-10 percent a year, aluminum 10–12 percent and zinc 
13-14 percent. India produces 89 minerals and is one of the world’s most resource-rich countries, 
ranking third in the production of coal, fourth in iron ore, sixth in Bauxite—used to produce 
aluminum—and 10th in refi ned aluminum itself. “However, due to insuffi cient investments in 
mining and a limited role for the private sector, less than 10% of the Indian land mass has been 
explored,” Citigroup wrote in a recent report. 

Faced with this level of demand and domestic resource opportunity, Vedanta is not alone in 
targeting the Indian market for massive investments. Indian state-owned aluminum producer 
Nalco is also planning multi billion dollar investments in new mining and smelting facilities in 
Andhra Pradesh and Orissa states.

Rio Tinto’s Market 
Timing of New 
Copper Find
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But not everyone is happy with these planned investments. Whereas environmental and cultural 
objections usually manifest themselves as sit-ins or banner waving crowds in the west, in 
India there is a 30-year running battle with Maoist rebels claiming to stand up for poor farmers 
rights and landless laborers which has resulted in hundreds of deaths and repeated damage 
to power lines and infrastructure. In addition, the government is not keen to see the development 
of a massive export market for raw commodities as the recent imposition of export duties on 
iron ore have shown the authorities have an eye on the long game and are keen to encourage the 
retention of resources for consumption by domestic industries.

Nevertheless, Vedanta’s plans underline the growing confi dence in the long-term opportunities 
for the Indian economy and a long overdue increase in private investments following decades 
of failed government-inspired industrial development.

The market is slowly improving for copper consumers as Comex/LME prices have drifted lower
and scrap prices decline. Whether prices will get back to the levels seen last December of 
$6500/ton remains to be seen, but falling scrap demand in China has helped the availability of 
raw material supply to domestic US mills. Opinions vary as to why demand has dropped off. 
Many believe it is due to industries closing down ahead of the Olympics, while others point to the 
tightening credit situation in China and the rising cost of sorting scrap, making scrap imports less 
attractive. Either way, the drop in Chinese demand on top of the normal North American seasonal 
lull has proved welcome for consumers. Copper demand in China is still strong, and although 
current requirements are being met by concentrates, scrap requirements are likely to pick up 
again after the summer. Both Asian and European producers are experiencing positive growth if 
a little lower than last year.

Aluminum, on the other hand, is getting a welcome boost in supply from Uncle Sam as around 
2000 obsolete warplanes and rocket parts went on sale last month. Some of the planes like T-34 
Trainers date back to 1948 and have been parked for decades at Davis-Monthan Air Force base 
in Tucson Arizona. But before you rush out to buy your piece of history (yes, the thought occurred 
to me, too) buyers have to cut up the aircraft into 16” x 16” pieces before they can take it away. 
Apparently the military doesn’t want “the items to get out of government control and risk national 
security” according to the company handling the sale, Liquidity Services Inc. To be fair, in addition 
to the old T-34’, there are C-141 Starlifters, A-4 Skyhawks and even parts from Titan Rocket 
Launchers among the approximate 27 million pounds of material. With prices at near record levels 
for the decade, it looks like the military got their timing right on this one.

It’s possible you didn’t even realize it was missing, but the news is offi cial: Aluminum’s back. 
The U.S. Environmental Protection Agency is now amending a clear water regulation, the 
F019 hazardous waste listing, which previously restricted the use of aluminum in automobiles. 
It’s been decided that cuts in carbon emissions are worth possible water contamination from 
the manufacturing process, although some consumers are still skeptical. Either way, this new 
legislation should lead to widespread use of the metal in the automobile industry. In fact, the 2008 
Ford Focus is already replacing steel with high-strength aluminum in front-brake calipers.
According to Forbes, “Congress’ recent decision to raise fuel effi ciency requirements has 
intensifi ed the auto industry’s interest in lightweight materials. Aluminum could reduce the weight 
of cars dramatically because it weighs roughly half as much as steel. Every 10% reduction in 
car weight results in a 6% to 8% decrease in gasoline consumption … Since 1997, the EPA has 

Scrap Tightness
Set to Ease

Stuart Burns
June 5, 2008

EPA Accepts 
Aluminum 
in Automobiles 

Amy Edwards
June 5, 2008



Pricing Perspective Series: Steel  |  Executive whitepaper © 2008 Aptium Global, Inc. All rights reserved. 5 of 5

License our Content: Looking for unique 
customized metals related content for your 
newsletter? Let Metal Miner create a turnkey 
newsletter for you using our blog posts 
as a foundation or license our blog-content 
on a one-off basis.

Need a Speaker? As former metals traders 
and experts in cost-effective sourcing practices, 
Lisa Reisman and Stuart Burns speak on a 
broad range of topics related to the metals 
industry including global sourcing, metals 
pricing trends, arbitrage opportunities and 
techniques and Lean Sourcing™, among others. 

Metals Expert Services: Sometimes we act 
as a company’s sourcing arms and legs—we 
pick up the work load to get an initiative 
implemented. But more often than not, 
companies hire us for our deep subject matter 
expertise in metals related sourcing strategies. 
Quite often, we can identify and implement 
cost savings or cost avoidance strategies that 
our competitors have never even heard of. 
And we can do it in categories that other fi rms 
won’t touch (e.g. heat treat services or 

electro-plating). If quick insights are what 
you’re after, we also have the fl exibility 
to provide just a few hours or a few days of time 
of expert advisory time.

Investment Research Advisory: Many 
sell-side and buy-side research analysts—not 
to mention venture capital and private equity 
fi rms—need to better cut through the market 
noise when it comes to really understanding 
the global metals markets. Our metals experts 
provide an on-the-ground look at what is 
going on in metals commodities markets on 
a global basis. We track shifts in demand, 
pricing trends and can share insight on current 
manufacturing sourcing strategies based 
on the trends. And our soon-to-be-released 
global pricing analytics and content solutions 
are unparalleled. These can help Private 
Equity fi rms, specifi cally, to leverage buying 
opportunities across their portfolio base 
and to develop insight into potential arbitrage 
and foreign exchange opportunities.

For more information on any of these opportunities, contact us at 773-525-9750 
or drop us a line at info@agmetalminer.com.

granted a dozen exemptions to the rule for specifi c auto manufacturing facilities across the U.S. 
Last week’s decision could trump those increases by an order of magnitude.”

At MetalMiner, we’re wondering how this could alter aluminum prices, which have already 
contested expectations to increase 25 percent since January. Although some forecasters still 
expect aluminum prices to fall, with the volatile market ahead of us and automobile manufacturers 
set to purchase more aluminum than ever, we really can’t be certain.

What else will we see in the future? Continue to read MetalMiner™ for sourcing 
and trading intelligence for the global metals markets! — http://www.agmetalminer.com

Want to talk about metals or ways we can help you save money
on your metals purchases? Check out our many service offerings.

http://www.agmetalminer.com
mailto:info@agmetalminer.com

