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“The opinions expressed 
here are those of the 
author, a columnist for 
Reuters.” @AndyHomeMetals



The COVID-19 Crisis – A re-run of the Global Financial Crisis?

China’s aluminium trade inversion in July-August is a very rare event
The last time it happened was in 2009 
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Aluminium arbitrage window 2020

Shanghai Futures Exchange aluminium has outperformed the London Metal Exchange price since 
March opening a profitable arbitrage window
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Aluminium arbitrage window 2009

Shanghai and London aluminium prices both collapsed in Q4 2008
But Shanghai didn’t fall as hard or for as long 



Deja-vu in the copper market?

China’s refined copper imports are surging at the fastest pace since 2009 
AND from a much higher volume base

Total net imports in 2009 = 3.1 million mt: Total Jan-Sept 2020 net imports = 3.4 million mt 

6



Recovery from the Global Financial Crisis was fast in China 
but slow and painful in the rest of the world

November 2008

• China’s premier Wen Jiabao announces 
4-trillian yuan ($586 billion) stimulus 
package over 2009-2010

• Two biggest components are 
infrastructure at 37.5% and post 
earthquake reconstruction at 25%

• China’s GDP grew by 9.4% in 2009 and 
by 10.6% in 2010

December 2008

• US President George Bush approves a 
government bail-out of General Motors 
and Chrysler to avoid imminent collapse

• US government becomes 60% 
shareholder in GM in June 2009 as part 
of bankruptcy reorganization 

• US sells last GM shares in December 
2013
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Recovery from the COVID-19 Crisis will also be fast in China 
but slow in the rest of the world

“The path of the economy will depend significantly on the course of the virus“ 
Jerome Powell, US Fed chairman, July 2020 
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China’s strong manufacturing recovery lifted metal prices in 
2009 and is doing so again in 2020

But history never repeats itself exactly – why did prices not fall as hard as in 2009?
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COVID-19 has been a demand AND a supply shock
Mines were forced to close or reduce operations to contain the virus

Impact has been a “lock-down lottery” dependent on each metal’s supply characteristics 
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CONCENTRATES 
TIGHTNESS

Spot copper treatment 
and refining charges are 
at 8-year lows around 
$50 per mt and 5cts/lb

Benchmark 2020 was $62 
and 6.2cts

Spot zinc treatment 
charges are at 2-year 
lows around $95 per mt

Benchmark 2020 was 
$299.75 per mt



Lead is the only metal that will see a fall in mined and 
refined production – why?

Here’s a clue…over 50% of global lead supply comes from recycled batteries
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A Perfect Storm for “Scrap” 
Recycled metals supply chains were 
broken in H1 2020

• Low Prices always affect “old” scrap generation

• Lockdowns in the manufacturing sector stopped “new” 
scrap generation

• Quarantines froze local scrap collection networks and 
disrupted international flows

• US and Mexican recyclers reported a 70% drop in 
volume throughput in Q2 2020. Canadian throughput 
was down by 60%*

• European recyclers reported a 50% drop in throughput 
with Spain and Italy hardest hit*

• Weser-Metall’s 100,000 mtpa Nordenham lead refinery 
closed in March 2020 due to a lack of demand from 
automotive sector AND a lack of supply of used 
batteries through sister company Harz-Metall. Both are 
still in restructuring talks with creditors

• * Source: BIR Forum, May 2020 12



“Scrap” is the world’s largest metals mine

The world produced 20 million mt of primary copper and 30 million mt of copper in intermediate 
products in 2018. 

Scrap filled the gap. Secondary refined production was 4 million mt and “direct melt” was 6 million mt
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China has historically been the world’s 
largest “scrap” metals buyer and 
processor

Imports fell in 2018 and 2019 as purity 
thresholds were tightened

Delayed implementation of new 
regulations has compounded global 
supply chain pressures

Copper imports fell 46% Y/Y in Jan-Sep 
2020. Offset from higher content is 
now marginal. Implied purity levels 
were already above 80% in H2 2019  

This is one of the drivers of China’s 
high 2020 imports of refined metal



The Global FINANCIAL Crisis was a credit crisis 
COVID-19 isn’t!

The 2008-2009 credit crunch meant producers, consumers and merchants could not finance 
excess metal leaving them no option but exchange delivery. LME stocks surged by 82% in 2009.
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Western inventory build in 2020 is happening OFF-market
Total LME stocks build has been just 16% so far this year as the supply chain has sufficient credit 

capacity to absorb the surplus. This is bullish for market optics.
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STATISTICAL SHADOWS

LME Aluminium stocks grew 
by 2.25 million mt in 2009

LME Aluminium stocks were 
DOWN by 22k mt Jan-Sep in 
2020

LME Shadow (Off-warrant) 
stocks rose by 729k mt in 
Jan-Sep 2020

There is more aluminium
sitting in private storage



How the European Union recovered from the last Crisis

A financial fix for a financial crisis

• May 2010: Greece received EU-IMF bail-out

• November 2010: Ireland received EU-IMF bail-out

• May 2011: Portugal received EU-IMF bail-out

• March 2012: Greece received second EU support 
package

• June 2012: Spain and Cyprus received bail-outs

• September 2012: European Central Bank granted 
free unlimited support to all eurozone countries 
from newly-created European Stability 
Mechanism

• National governments injected 747bn euro into 
114 bank bail-outs up to 2015*, saving such big 
names as Commerzbank, ABN-Amro and Royal 
Bank of Scotland  

*European Commission
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“Wall Street not Main Street” 
The focus on financial bail-outs sparked the Occupy Movement 

The last Occupation was in Portland in the United States and ended July 2013.

But populist anger didn’t go away. It split into two powerful and contradictory forces. 
Each is fuelling a MEGATREND
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Megatrend 1: Meet Greta Thunberg
and the “Climate Extinction Rebellion”

“Change is coming, whether you like it or not”
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"Since our leaders are behaving like children, we will have to take 
the responsibility they should have taken long ago.“ UN Climate 
Change Summit, December 2018



How the European Union will recover from the COVID-19 Crisis
This bail-out will be for Main Street not Wall Street…

Eurozone recovery in 2020

“With a financial envelope of €672.5 
billion, the Recovery and Resilience 
Facility will support public investments 
and reforms and contribute to economic, 
social and territorial cohesion within the 
EU. It will help member states address 
the economic and social impact of the 
COVID-19 pandemic whilst ensuring that 
their economies undertake the green and 
digital transitions, becoming more 
sustainable and resilient.

European Commission

19



And it will be “The Green Deal”
“Tackling climate and environmental-related challenges is this generation’s defining task” (EU)

COVID-19 is accelerating both national and regional investment in green transport

EU Recovery Fund Green Targets

• €91bn p.a. for building renovations such as 
solar panel installation, insulation and 
renewable heating systems

• €30bn for investment in hydrogen 
production and storage

• €35bn for 15GW of renewable energy 
capacity over next two years

• €20bn p.a. for two years to boost electric 
vehicle sales and the installation of two 
million charging stations by 2025

• €40-60bn investment in electric trains

• €20bn for city investment in green 
transport
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National Stimulus Packages 

Germany: Subsidies on electric vehicles raised 
to €9,000. All petrol stations required to offer 
EV charging capacity. No recovery money for 
traditional Internal Combustion Engine vehicles 
despite automaker lobbying

France: Subsidies on EVs raised to €7,000. 
President Macron pledges to "make France 
Europe's top producer of clean vehicles by 
bringing output (up) to more than one million 
electric and hybrid cars per year over the next 
five years" 

NEV ratio of total European sales was 25% in September, overtaking diesel for market share



Going Green – A Global Response

The World’s “Big Three” are now increasingly aligned in their climate action targets

“Beautiful China”
• President Xi Jinping tells the UN 

General Assembly that China 
will hit peak emissions by 2030 
and be carbon neutral by 2060

• The Communist Party of China’s 
Fifth Plenum affirms “all-round 
green transformation in 
economic and social 
development” and calls for an 
“energy revolution”

• The new 5-Year Plan is expected 
to prioritise green infrastructure 
investment

United States?
• President Biden will reverse 

Donald Trump’s policy on 
climate change and rejoin the 
Paris Agreement, committing 
to carbon neutrality by 2050

• However, there was no 
Democrat “blue wave” at the 
elections – the US Senate 
remains Republican 

• Can the new administration 
deliver on its promised $2 
trillion green infrastructure 
plan?
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Europe’s “Green Deal”
• EU is committed to carbon 

neutrality by 2050 in line with 
the Paris Agreement on 
Climate Change

• The “Green Deal” recovery 
plan feeds into the new 
“Industrial Strategy” which has 
three goals: maintaining 
industrial competitiveness, 
achieving industrial carbon 
neutrality and digital 
transformation  



Going Green is going to take a lot of metal

The global shift to carbon neutrality will need 3 billion mt of 17 key minerals – World Bank

ENERGY GENERATION AND 
STORAGE

• Production of graphite, 
lithium, and cobalt will need 
to increase by more than 
450% by 2050

• Cumulative copper demand 
growth will be 30 million mt 
through 2050. 

• Aluminium production will 
need to rise from 60 million 
mtpy to 105 million by 2050

* World Bank’s Minerals for Climate 
Action: The Mineral Intensity of the 
Clean Energy Transition
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“Occupy Wall Street” generated two populist movements:
Greta Thunberg’s “Extinction Rebellion” and… 
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“Occupy” protests outside the Bank of England, 
London, May 2012

“Extinction” protests outside the Bank of 
England, London, October 2019



Megatrend 2: Meet Donald Trump
45th US President and the voice of nationalist populism
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“Trade wars are good and easy to win”

The Trump Administration imposed “national security” tariffs on aluminium and steel and accelerated a strategy 
of reducing dependence on “unreliable” partners for critical minerals



Europe is also targeting “Strategic Autonomy”
“Europe’s strategic autonomy is about reducing dependence on others for things we need the most: 

critical materials and technologies, food, infrastructure, security and other strategic areas” – EU

CRITICAL MATERIAL INITIATIVES

• 2017: European Battery Alliance formed to 
create vertically integrated EV supply chain

• 2020: Updated Critical Minerals list

• 2020: Raw Materials Strategic Alliance 
formed to find, mine, and refine domestic 
sources of metals and to seek “strategic” 
partnerships with “friendly” countries in the 
Balkans and Africa. First priority is rare 
earths and magnets

• The Alliance will “build our capacities along 
the entire value chain from extraction to 
processing to recycling”, Maros Sefkovic, 
European Commission vice-president

BUILDING THE WALL?

• Oct 2020: EU gives itself formal powers to 
“screen” foreign direct investment to 
“safeguard Europe's interests on the grounds 
of security and public order”

• Q2 2021: European Commission to publish 
proposals on a carbon border adjustment 
mechanism to prevent carbon leakage “in 
full compatibility with WTO rules”

• The new “carbon wall” could add around 
$279 per mt to the cost of importing Chinese 
aluminium to the European Union (CRU, 
October 2020)
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De-Globalization is a Global Trend
The World’s “Big Three” are now shaping similar long-term strategies to prioritise self-sufficiency 

and reduce exposure to global trade, particularly in metals-intensive sectors such as defence, 
electric vehicle batteries and new technology 

“Dual Circulation”
• Emphasis on domestic 

consumption as an economic 
driver (previously rebalancing)

• Focus on increasing self-
sufficiency, particularly in high-
technology sectors

• Prioritise economic security 
including food, energy and 
strategic minerals

United States?
• “The United States does need 

to get tough with China” – Joe 
Biden, Oct 2020 

• Biden will keep metal tariffs 
but push for a global alliance 
to tackle Chinese overcapacity 

• The US will continue to de-
globalize critical mineral 
supply chains and use federal 
funds to nurture domestic 
supply
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“Strategic Autonomy”
• Emphasis on upgrading 

industrial production and 
competitiveness

• Focus on increasing self-
sufficiency, particularly for 
critical minerals 

• Create tariff walls (carbon 
adjustment mechanisms) to 
“level the paying field” for 
domestic producers



Metal markets may become more regionalized

Deglobalization means redrawing the metals map with global trade flows changing

Price risk will become more localized and more politicised
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POLITICAL VOLATILITY

Turbulence in the US 
Midwest aluminium
premium contract has 
primarily reflected 
Donald Trump’s 
tariffs, particularly his 
many changes of 
policy on imports of 
Canadian aluminium

PS:  Canada was 
formally fully 
exempted again on 
October 28



Summary and Conclusions
• The COVID-19 Crisis has strong echoes of the Global 

Financial Crisis. China is once again recovering faster than 
the rest of the world, importing large amounts of 
aluminium and copper and lifting metal prices

• BUT 2020 has been a crisis for both metals demand AND 
supply, particularly in the recyclable metals chain

• BUT 2020 is not a credit crisis. Western inventory build is 
being absorbed by the supply chain, helping market optics

• The first Crisis is shaping the global response to this Crisis

• Popular anger has powered society’s call for this recovery 
to be a green one.  China, the EU and, soon, the US will all 
be committed to carbon neutrality

• Popular anger has also fed nationalist protectionism, led by 
“Tariff Man” Donald Trump. He may be gone but all three 
trading powers are now pursuing strategic independence, 
particularly for metals

• Metal markets are likely to be buffeted between the 
opposing forces of global green revolution and the 
deglobalization of existing trade patterns
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A Tale of Two Crises

“What’s true of all the evils in the world is 
true of plague as well. It helps men to rise 
above themselves.”
― Albert Camus, ”The Plague”

THANK  YOU!

SMM 11th China Nonferrous Metals 
Annual Summit 3-4 Dec 2020
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