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    30 May 2024 
Global Markets Research 

Research Alert 

Is the recent rally in base metal prices sustainable? 
  

Base metal prices are expected to remain steady and elevated in 2024 and 2025 

Clean energy transition, potential China demand and supply constraints are positive drivers 

AUD, CAD and yuan could be the biggest beneficiary, the latter barring more tariff slaps  
 

Overview 

Metal prices increased 9.1% m/m in April and further by 2.0% m/m in May, following 
a relatively stable 2023 (Refer to Figure 1). According to the World Bank, the recent 
uptrend largely reflected positive sentiment over stronger demand and amid 
concerns of supply disruptions for some key metals and thus, are expected to remain 
steady and elevated in 2024 and 2025.  

Metal prices could potentially stay elevated going forward 

Notwithstanding downside risks to price outlook due to the slower-than-anticipated 
growth in some major economies, especially China, which could further suppress 
industrial activity and metal demand, as well as near term technical correction given 
the run-up in prices recently, we are positive that prices for base/ industrial metals 
could remain elevated going forward, attributable to the following factors 

1. China’s demand: Protracted weakness in China’s property market has affected 
demand for base and industrial metals like iron ore and steel since 2023. Moving 
forward, the additional stimulus for China’s property sector, recent pick-pick up 
in industrial output and anticipation of a robust infrastructure investment should 
help cushion subdued demand outside of China due to still elevated interest 
rates.  

 
2. Supply factors: Supply constraints due to trade restrictions and costs/budget are 

likely to lend support for prices of some base metals.  
 

▪ Recent ban on Russian-origin metals at the London Metal Exchange and the 
Chicago Mercantile Exchange could potentially tighten supplies for 
aluminium, nickel and copper. 

▪ The International Copper Study Group (ICSG) cut its supply surplus forecasts 
this year due to lower-than-expected production. This comes amidst 
production cuts and disruptions in South America, be it due to protests over 
environment concerns (First Quantum Minerals halted production at its 
Cobre Panamá copper mine) or to cut costs, like Anglo American.  

▪ Data available from the Australian Burean of Statistics showed that mineral 
deposits drilled, thus supply, has fallen for the past 2 years. Amongst others, 
this could be due to miners cutting down on supply in lieu of lower demand 
from China, lower budget allocations as well as emerging restrictions in the 
ESG arena, especially in protecting human rights including indigenous people. 

 
3. The Dollar factor: With the FOMC still expected to cut rates in 2H this year/ early 

next year, the US Dollar is expected to come under pressure eventually and push 
metal prices higher. 

 
4. Linchpin in the transition to clean energy. The transition to a net-zero economy 

is expected to be metal intensive and will attract demand from two fronts. 1) End-
user sectors will need the relevant base metal for each technology. 2) Selected 

Figure 1: Recent gains in CRB Metal Price 
Index 

 
Source: Bloomberg 

 
Figure 2: Demand growth (in folds) for 
selected minerals from clean energy 
technologies, 2040 vs 2020 

 
Source: https://www.iea.org/reports/the-role-of-
critical-minerals-in-clean-energy-transitions/executive-
summary 
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metals like steel are needed to build the infrastructures for metals and mining 
companies to ramp up capacity and more cleanly.   

 
According to IEA, a fast energy transition could require a more than 40-fold 
increase in the consumption of lithium for EVs and renewables, while the 
consumption of graphite, cobalt, and nickel for these purposes may rise around 
20-25x (Refer to Figure 2).  
 
According to the Energy Transitions Commission, the transition to global zero-
carbon energy would require the production of 6.5bn tonnes of end-use 
materials between 2022-2050, 95% of which would be steel, copper and 
aluminium.  

Prices may have peaked or not, but yuan, CAD and AUD could gain 
Moving forward, based on median consensus forecasts, most base metal 
commodities may have peaked and are expected to see some price corrections in 
2024 after April’s blip, except for steel, but prices are expected to recover again in 
2025. 

Table 1:  Commodity price forecasts, as of 28th May 

Source: Bloomberg, World Bank’s Commodity Price Outlook (April 2024), * denotes 2023 prices 
for spot category 

Thus, while it remains challenging if base metal prices will continue its upward trend, 
one thing for certain is that on top of mining producers like Canada and Australia, the 
Chinese economy and yuan could be a notable beneficiary to stronger metal prices as 
the top producing country in extraction and processing of minerals and fossil fuels 
globally, barring more trade restrictions from the US and EU. 

Figure 3: Top producing countries in 
extraction and processing of selected 
minerals and fuels, suggesting that China 
(and yuan) is one of the biggest gainers 

 

 
Source: https://www.iea.org/reports/the-role-of-
critical-minerals-in-clean-energy-transitions/executive-
summary 
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DISCLAIMER 

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any 
particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer or solicitation 
with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis  or a part of any contract or 
commitment whatsoever. 
 
The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be reliable 
and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the 
data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the opinion of HLBB or any of 
the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not 
necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a reader 
or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently 
becomes inaccurate.  
 
HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by reason of 
negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in 
or derived from or omission from the reports or matter.  
 
Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. These 
entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other activities for their 
own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their own account or for the 
account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with its business activities, may possess 
or acquire material information about the financial instruments. Such activities and information may involve or have an effect on the financial 
instruments. HLB Group have no obligation to disclose such information about the financial instruments or their activities.  
 
The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts made in 
this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this report are based 
on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be construed as a representation 
that the matters referred to therein will occur.  Any projections or forecasts mentioned in this report may not be achieved due to multiple risk factors 
including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information. No assurance 
can be given that any opinion described herein would yield favorable investment results. Recipients who are not market professional or institutional 
investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment decision based on the 
recommendations in this report.  
 
HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses, 
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB does 
not accept responsibility whatsoever for any such material, nor for consequences of its use. 
 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, country 
or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the use of the 
addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without 
the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons into whose 
possession this report may come are required to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof 
agrees to be bound by the foregoing limitations. 
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