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Non-Ferrous Price Trends for Q3 and Beyond

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 authors and 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 cost-cutting ideas.
Lisa Reisman and Stuart Burns

™
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Copper Prices: After the Drop Which Way Next?
by Stuart Burns on May 20, 2010

Copper has fallen dramatically this month and particularly over the
last few days. A Reuters article reprinted in Mineweb asks the question is
“Copper a Buy or a Sell?” – a similar conundrum faced by many copper
consumers at the moment – should I take advantage of these lower prices
and book forward now or wait in the expectation prices have further to fall?
The drop in oil and metals prices has been in response to two main drivers as a Financial Times
article explains. The sharp correction in commodities came as the US dollar surged to a fouryear peak against the euro. As most commodities are priced in dollars, the appreciation of the
US currency tends to lower their price of the commodity. The article quotes Kevin Norrish, a
commodities analyst at Barclays Capital who when referring to Europe’s debt problems and
concerns about a Chinese economic slowdown said, “People are getting very worried about the
macroeconomic landscape, but the reality is there is no sign of a real impact on economic growth
and commodities demand.” The speed of the fall was driven more by investors liquidating long
positions than by those shorting the market. As the prices came off and risk aversion took hold
investors liquidated positions indiscriminately the paper said.
Analysts appear split as to whether the metals market has further to fall. The chartists are seeing
continuing weakness and say the greatest risk is to the downside. Certainly many including HSBC
are expecting the euro/dollar exchange rate to fall to 1.20 in the coming weeks which will push the
dollar higher and further depress prices, but the fundamentals medium to longer term are looking
strong. Rio Tinto along with many other miners are predicting lower copper production this year than
last due to falling ore grades. Andrew Harding, chief executive of the group’s copper unit, is quoted
in a Reuters article as saying mined copper output would fall to about 680,000 tons in 2010 from
804,700 tons last year. Rio’s main copper mines are Bingham Canyon in the United States and stakes
in Escondida in Chile and Grasberg in Indonesia. “The global copper market would likely see a small
surplus this year, but the market balance would flip into a strong deficit in 2011”. Harding is quoted
as saying, “ We will probably end up this year in a little bit of a surplus, but probably with a very
strong deficit next year and that is likely to be sustained.”
Standard Bank in an investors report today saw the highest correlation between copper prices and
the equity markets. Saying if equities stabilize and move higher, so will copper. The issue is with
risk aversion in charge both Asian and western stock markets have been headed downwards, but it
could be a useful pointer going forward.
The answer is no one knows which way prices are going next. In all probability there will be
continued weakness at least for the next few weeks as the consequences of Europe’s debt problems
are evaluated. Much will also depend on perceptions of future growth in China. So far the authorities
have engaged in low key quantitative tightening, raising reserve requirements and lending criteria.
But inflation is likely to become an issue in China this year and if the authorities have to step on the
brakes fears that growth could drop sharply and with it metal demand could have a profound impact
on copper prices possibly driving them down to US$ 2.50/lb. On balance a wait and see approach is
probably best, the most likely scenario being prices will trade sideways or fall going forward rather
than rise from current levels.
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Related links:
Is copper a buy or a sell?
http://www.mineweb.com/mineweb/view/mineweb/en/page36?oid=104994&sn=Detail&pid=92730

Oil and metals fall on concern about demand
http://www.ft.com/cms/s/0/daaefa60-6192-11df-aa80-00144feab49a.html

Thomson Reuters Daily Commodities Brief (PDF)
https://customers.reuters.com/community/commodities/newsletters/commodities/ThomsonReutersDailyCommoditiesBrief18thMay2010.pdf

Lead, Production, Demand and Prices – Part One
by Stuart Burns on May 19, 2010

At the end of 2009, we wrote on the strength of the lead market and
reported predictions from several quarters that saw lead prices as high as
US$2700 per ton by the middle of the year. Well five months later and the
lead market is looking a little different. Prices have dropped from $2500
per ton to a low of $1875 per ton although they have recovered a little to
around $1975 per ton today. Meanwhile stocks have continued to rise as
this Reuters graph shows to around 185,000 tons on the LME and western
world commercial stocks reached 408,200 tons according to Reuters report.

The lead market is undoubtedly in surplus. The International Lead Zinc Study Group ILZSG
reported last month that they expected the market to be in oversupply to the tune of 100,000 tons
this year. At the same time, Chinese production is expected to rise. Reuters reported that dozens
of small producers in China’s main production center around Geiju are expected to come back into
the market in June when power and water supplies improve, potentially adding up to 33,000 tons
per month of production, equivalent to a boost of 14% to China’s production.
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Around the world producers are continuing to bring capacity back on stream or to increase
production form existing facilities. In Japan smelters are reported to have increased production by
about 8% from Q3, 2009 and some 17% from 12 months ago.
Although lead was caught up in the euphoria of rising copper prices last year and in Q1 this year,
the fundamentals of over-supply are becoming more and more compelling as this year
has unfolded.
Related links:
E-Bike Ruling Withdrawn, Production Likely to Surge After Chinese Holidays
http://agmetalminer.com/2010/05/19/2009/12/29/e-bike-ruling-withdrawn-production-likely-to-surge-after-chinese-holidays

Thomson Reuters Metals Insider (PDF)
https://customers.reuters.com/community/commodities/newsletters/metals/ThomsonReutersMetalsInsider20100514.pdf

Lead, Production, Demand and Prices – Part Two
by Stuart Burns on May 20, 2010

Consumption has been robust with rising automotive and e-bike production
adding to a strong replacement battery market. North American shipments
of replacement automotive batteries increased by 27.14% in March from
February, and were up 6.35% from year-ago levels according to this Reuters
article. The Battery Council International said in its monthly report that for
the year through March, replacement battery shipments rose by 3.08% to
24,218,000 units from 23,494,868 units for the first three months of 2009.
The Chinese e-bike market is also continuing to grow strongly. Sales will reach US$11 billion
this year with some 22 million e-bikes produced in 2009 plus millions more of additional kits to
convert ordinary bicycles to electric. Although the e-bike manufacturing sector (like much of
China) is plagued with over capacity – there are some 2600 firms with licenses to build but only
about 1000 firms are thought to be using them – firms are still ramping up production for further
growth. According to an Economist article, the biggest manufacturer, Jiangsu Xinri Electric Vehicle
Co, produced 1.8m e-bikes last year. One rival, Tianjin Aima Science and Technology Co, says it is
gearing up to make more than 5m bikes a year; while another Jiangsu Yadea Technical Development
Co hopes to triple its sales to 3m this year. Having seen how Chinese manufacturers in other
industry sectors set themselves these incredible growth targets and within 12 months achieve them
there is every probability manufacturers will continue to grow as anticipated. The main threat for
lead demand comes from research and trials the larger producers are doing to convert to lithium
batteries. As we have seen in the power tool market, lithium batteries can make rapid inroads into
the existing technology – in that case NiCd – with devastating effects on demand. Each e-bike
usually carries 4 batteries weighing some 35-60 lbs in order to achieve any reasonable range (which
can be prolonged when driving at night by switching all the lights off!!). More power and/or lighter
weight would be attractive selling features in high specked models.
So demand is at least currently solid and although the market is in oversupply, it has been for
some time and hasn’t come as a shock so why have prices dropped back so much and where are
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they likely to go looking forward? The 20-25% drop in prices has been due to a sharp correction in
all metals prices, particularly copper, due to the Greek sovereign debt crisis and investors taking
flight at a tightening of bank lending in China. The situation in Europe is rumbling on in spite of
the immediate problems of default having been avoided. Markets are now worried about long term
prospects for growth if member states are having to cut deficits so severely and so early in the
recovery cycle. Credit tightening in China is likely to continue, possibly even an increase in interest
rates so while the surplus is not going away and production and growth are in reality likely to
continue on current trends, sentiment has changed and with it the expectation of ever rising prices,
at least for now. As such, lead prices probably represent fair value for fixing forward at anything
below $1900 per ton. Reuters seems to feel there is good support for lead at $1850 and certainly the
price bounced back from its early May low of $1875 rather promptly. For the time being the metal
is likely range bound from $1950-2100 and will require a considerable increase in the general risk
appetite to see prices moving above that level in Q3.
Related link:
Thomson Reuters Metals Insider (PDF)
https://customers.reuters.com/community/commodities/newsletters/metals/ThomsonReutersMetalsInsider20100514.pdf

The State of Metals Markets – A Conversation
With Casimir Capital’s Wayne Atwell
by Lisa Reisman on May 6, 2010

Last week, I had the opportunity to speak with Wayne Atwell,
Managing Director of Casimir Capital. Wayne has toured over 500 mines
and mills on six continents. He has over 35 years of experience in the field
of investment analysis for Metals and Mining industries. He was selected as
one of the ten best buy side stock pickers by Institutional Investor magazine
several times and was rated as one of the top analysts in metals and mining
by Institutional Investor and Greenwich Associates for more than twenty
years. We wanted to hear Wayne’s perspectives on metals markets and in
particular if he saw any trends that we may have missed on MetalMiner.
Wayne had a few things to say about copper, “Metals are pretty much ahead of themselves.
Sometimes folks think all metal fundamentals are the same but that’s not true. Copper has a steep
cost curve but zinc doesn’t. The zinc cost curve is much flatter – all of the producers are pretty
much at the same level. China only supplies 22% of its own copper. China is investing all over the
world to lock in supply.” In terms of nickel, Wayne suggested that it had the best fundamentals of all
of the base metals running a small surplus this year and a deficit next year.
We spent a fair amount of time discussing China. We found two pieces of data in particular quite
interesting. The first involves “intensity of use” which relates to the amount of metal consumed by an
individual (measured on a per capita basis). We have seen an analysis of this before, primarily from
the steel industry. But specifically some of Casimir’s research suggested, “China’s share of global
metal consumption has risen from 3-5% 25 years ago to 30-40% today.” The reasons for that growth
all relate to rising living standards and the general urbanization of the Chinese economy. Casimir
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suggests the intensity of metal use will continue to grow for another ten to fifteen years.
The second piece of data that intrigued us involves China’s share of global consumption and its selfsufficiency ratio. Wayne suggested that some of the run-up in certain metals likely relates to where
China lacks commodity self-sufficiency particularly copper, nickel, zinc and aluminum. The chart
below from Casimir’s research highlights this in greater detail:

Though we haven’t plotted China’s self-sufficiency in other commodities, Wayne mentioned
a couple of additional metals in which China relies upon imports including molybdenum and
metallurgical coal.
Finally, we asked Wayne to comment on price trends. He pointed to momentum as an important
factor in the psychology of prices, “Eventually, the metals will trade on their fundamentals. In the next
month or two we’ll see a correction – but we’re in a secular bull market.”
Related link;
Casimir Capital
http://www.casimircapital.com

Tin Prices Strong on Supply Market Concerns
by Stuart Burns on April 26, 2010

Tin is not a large market compared to copper or aluminum or indeed most
of the other base metals. Nor is it as tied to the major industrial activities
such as automotive or construction – some 60% goes into solders and for tin
plate. It is however, along with copper, the oldest metal traded on the LME
with the official contract launch in 1877. With the demise of many western
mines, tin is now almost solely mined in Asia and South America. Recently,
prices have been on the up, more so than other industrial base metals and
so we thought it would be interesting to take a look and see why this often
overlooked metal is suddenly becoming so popular.
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Prices have risen on the LME by some 20% in the last two months but by less than 10% in China as
this graph with data taken from the MetalMiner IndX illustrates:

The price increase is not, as with so many other metals, driven by investor demand or ETF’s. In this
case it appears to be supply fundamentals – doesn’t that restore your faith in markets? Although tin
has and does often track copper and other metal prices, this year the tin price has been influenced
by falling LME inventories down 18.6% so far this year according to Standard Bank. At the same
time, exports from Indonesia, one of the key swing suppliers, have declined since last year due to a
combination of falling onshore grades requiring miners to move more into offshore dredging and the
monsoon period in Asia disrupting operations in January and February. Exports in February are down
18% on the same month a year ago in stark contrast to every other metal where production is up.
Adding to Indonesia’s woes, the drought in south-western China is raising concerns that producers
in the region will not be able to secure sufficient water supplies for the smooth running of the
concentration process and that low water levels could impact electricity production needed for
smelting. Strangely, Chinese imports have fallen from 5727 tons in Q4 to 1506 tons for the first two
months of this year but this probably reflects tight concentrate supplies. The fall in concentrate
consumption could explain the draw down on finished inventory taken from the LME. Net refined
imports into China are up 54% in February from January and 104% year over year.
All in all tin looks to be supported by some sound fundamentals and even if we were to see a sell off
in some of the other metals like aluminum, tin is unlikely to follow.

Chinese Aluminum Smelter Costs Set to Rise
by Stuart Burns on May 18, 2010

China’s aluminum smelters have a problem – power, or to be more precise,
power costs. Coming fast on the heals of an electric power cost increase
announced last week in Henan, the industry has now heard that all
subsidized power deals are to be withdrawn.
The announcement last week was a result of rising thermal coal prices pushing up the price for
generators in Henan – home for a fifth of China’s production. Spot prices of thermal coal in China’s
top coal port Qinhuangdao rose by about 2% last week and are expected to rise further as Chinese
power plants buy more coal to build stocks ahead of the peak consuming period in the summer.
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Generators have pushed up electricity prices by 6% to compensate for a series of rising coal costs
and have also advised smelters that they will face rationing if power consumption reaches 75-80%
of total capacity. The Henan hike would increase the cash production cost for aluminum smelters in
Henan to around 15,500 yuan per ton, compared to the average cost of about 15,000-15,700 yuan for
other smelters in China according to a ChinaMining article.
Meanwhile market prices for aluminum have fallen in line with softer demand and a fall back in
world prices. Currently domestic China prices are 15,350 yuan per ton according to MetalMiner’s
IndX but smelters said they could see capacity being closed if prices dropped to 14,500 yuan per ton.
That was before the announcement last week in a Reuters article by the National Development and
Reform Commission to the effect that power costs for energy hungry industries such as aluminum,
cement, steel, zinc, ferro-alloy, calcium carbide and sodium hydroxide would double from June 1st.
For firms that fall into the restricted category, power surcharges will rise to 0.1 yuan per Kw-hr from
0.05 yuan previously and any preferential power rates in the name of direct trade between power
generators and power users but without any approvals must be halted immediately, the report
said. In the past ,calls by Beijing to remove preferential power deals have been ignored by regional
governments keen to protect revenue and local employment, but now the authorities have issued a
direct edict.
Smelters use 13,000-15,000 kilowatts of electricity to produce one ton of primary aluminum in
China so a doubling of electricity costs from 0.05 to 0.10 yuan per Kw-hr would add 700 yuan or
US$100 per ton to smelter costs. This is enough to nearly bring the spot price of 15,350 back to the
14,500 point at which the industry was saying smelters could close. With the market in oversupply
a trimming of capacity would be no bad thing but if played out in any volume would likely support
LME prices at or above current levels going forward.
Related links:
China’s Henan raises power fees to aluminium smelters
http://www.chinamining.org/News/2010-05-07/1273194983d35958.html

Thomson Reuters Metals Insider (PDF)
https://customers.reuters.com/community/commodities/newsletters/metals/ThomsonReutersMetalsInsider20100513.pd

Is Aluminum Headed for a Fall?
by Stuart Burns on April 21, 2010

Aluminum is looking vulnerable. Although the market has been in oversupply
for at least the last two years and exchange traded stocks have risen to
record numbers, prices have been supported by a financing game that goes
like this. Banks and large trading houses can buy or take delivery of primary
aluminum ingot at spot or up to three months forward prices and sell that
metal for delivery 15 months out on the LME. The 15 month forward price
has been consistently higher than prices for shorter time frames, by virtue of
a strong forward price curve or contango, as the following graph courtesy of
the LME shows:
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For much of the first half of 2009, the difference between 3 month seller and 15 month buyer prices
was 8-9% of the 3 month price, leaving room for a little profit after warehousing costs, insurance
and finance if you can access the ultra low interest rates that have been available based on Fed/
Central bank rates of 0.25% or so – as the banks and major traders can. Major central bank rates
have not crept up yet although there is expectation that Fed rates will have to rise later this year
in the US if the economy continues to sustain its current promise. But the forward price curve has
been flattening as the metal price has risen such that now the difference between 3 month seller
and 15 month buyer is just 4%. Even after this weeks drop and compared to the cash or spot price
the difference is only 5%. As the margin has narrowed investors have kept the ball rolling by taking
metal out of comparatively higher priced LME approved warehouses to store it in cheaper off market
premises. The approx US$ 45-50 per ton reduction in costs sustained the trade through the third
quarter but towards the end of last year and early this year it would seem the game was winding up.
Signs of spot market weakness are beginning to show with Japanese physical premiums down
5% quarter on quarter to US$ 122-124/ton according to a World Aluminum review of the second
quarter contract negotiations. With the US dollar looking much firmer this year than last there is
less of an incentive to invest in metals as a hedge against a falling dollar, not that aluminum was a
principal beneficiary of that trade, copper rose on dollar weakness more as a result of its stronger
fundamentals. Even Rusal’s announcement this month that they are looking to park 1 million tons
of aluminum into a physically backed electronic exchange traded fund can be seen in light of the
closing of the long term finance window as an attempt to find ways of maintaining production rates
in an over supplied market.
Some analysts now predict an easing of aluminum prices this year, a position we took in our Price
Perspectives report in Q1. That would be welcome for consumers but a blow to the nascent recovery
in the distributor market which has just been getting accustomed to a few months of gradually rising
prices and volumes. A drop now would bring demand from distributors to a halt as buyers up and
down the supply chain revert to wait and see.
Related links:
UPDATE 2-Japan Q2 aluminium premiums mostly at $122-$124/T
http://www.worldal.com/news/japan/2010-03-16/126870594527330.shtml

Rusal's plan for an aluminium exchange traded fund is really good – for Rusal
http://www.worldal.com/news/russia/2010-04-20/127173084327929.shtml
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Updated daily with price tracking for more than
15 different types of metals from multiple
international markets, MetalMiner IndXSM is
an invaluable tool for metals sourcing professionals!
www.agmetalminer.com/metalminer-indx

Want to talk about metals or ways we can help you
save money on your metals purchases?
Check out our many service offerings.
Category Sourcing
We typically work with companies in which
we can generate at least $3m of annual
savings. We perform this work on a
contingency or gain-share model to ensure
results are implemented.
Facilitated 3-day Category Cost Savings
This offering is designed for middle market
companies or companies in which Aptium
can’t affect a $3m annual cost savings.
For a flat fee, we gather spend data, speak
to the sourcing/procurement organization
and in a workshop format, provide an
overview of various savings options available.
We also provide our proprietary total cost
of ownership models, supplier lists, price
forecasts, MetalMiner IndXSM data, along

with a comprehensive report outlining how
the strategies can be implemented, risks and
potential savings. Aptium provides the tools,
your team implements the solutions.
Metals Pricing/Sourcing
Advisory Membership
This offering is designed for companies that
require in depth insight into underlying
non-ferrous or ferrous metal pricing trends
to affect monthly, quarterly, semi-annual
or annual purchasing decisions. You receive
detailed commodity reports for your metals
categories as well as sourcing driven
quarterly/monthly tele-conference guidance
on spot market, forward buys, hedging
strategies, etc. Fees are charged as an annual
membership and are available on a quarterly
or monthly basis.

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

Although every effort has been made to ensure that the contents of
MetalMiner Perspectives are accurate, they should not be considered
the sole basis for decision-making. Neither MetalMiner, Aptium Global
Inc., nor any person involved in this publication accepts any liability
whatsoever for any loss or damage which may directly or indirectly
result from any opinion, information, representation, errors or omission
whether negligent or otherwise contained herein. Our papers involve
a high degree of research and analysis, but the opinions expressed in
this publication are not to be interpreted as direct or indirect advice to
purchase, sell, or participate in the metals market.
MetalMiner content provides information of a general nature and is
designed for informational and educational purposes only. The editors
and authors of each publication cannot be held responsible for the
accuracy of any content, comments, solutions, or other data contained
herein and specifically disclaims all warranties as to the accuracy,
completeness, or adequacy of such information and shall have no
liability for errors, omissions, or inadequacies in the information
contained herein or for interpretations thereof. All Content represents

the viewpoints of the contributor only, and is not to be interpreted
as a statement of fact, and you acknowledge that any reliance
on Content will be at your own risk. The reader assumes sole
responsibility for the selection of these materials to achieve its
intended result. The opinions express herein are subject to change
without notice.
The right to download and store the materials found in this web site is
granted for viewing purposes only. Materials may not be reproduced
in any form. Aptium Global, Inc. retains all rights to the information
provided by this service, including, but not limited to the right of
distribution. All documents available from this server are protected
under the U.S. and foreign copyright laws. Permission to reproduce is
required. Aptium Global Inc is not responsible for the content
of any referenced sources contained within. To purchase reprints of
publications, please email: info@agmetalminer.com

