
 

   

 

  BETTER YOUR OWN COPPER THAN ANOTHER MAN'S GOLD 

GLOBAL MINERALS AND METALS OUTLOOK 2018-2023 
APRIL 2, 2018 

Lenoy Dujon 

Founder & Chief Investment Officer  

Lenoy@economicsglobal.com 



 

  P a g e  | 2 

  

 



 

  P a g e  | 3 

“We’re Not in Kansas Any More” – Global Economic Outlook 
 

As Q1 2018 comes to an end, and as the global economy enters Q2 2018, both the 

geopolitical and economic landscape are much different. The global economy is still 

benefitting from synchronized growth, as the sustained pickup in global industrial activity 

and capital investment continues. The global manufacturing purchasing managers’ index 

(“PMI”) rose to a high of 54.20 in February 2018, well above its three-year median of 

51.30. The year-over-year global inflation rate rose to 3.15 percent in 2017, just shy of its 

five-year median of 3.19 percent, indicating that inflation is beginning to re-appear in the 

global economy. Global trade continued to accelerate in Q1 2018, on strong import demand 

for goods and services from both Advanced and Emerging economies, with trade in capital 

goods in particular remaining robust, as businesses around the world continue to increase 

business investment and expenditure. Strength in exports, container, and freight shipping 

continues, as the Baltic Dry Index rose to 1201 in March 2018, much higher than the three-

year median of 587.50. Global financing conditions continue to remain accommodative 

with record low interest rates. However, central bank monetary policy normalization within 

the United States, and to a lesser extent, Europe, and Japan, has progressed at a gradual 

pace, as central banks around the world become more hawkish in their tone in relation to 

increasing inflation. We expect this gradual pace to continue in 2018.  

 

Despite the optimism within the global economy, there is no doubt that headwinds have 

emerged. The threat of increased trade restrictions has now become a reality, as the United 

States (“US”) government implemented steel and aluminum tariffs against China in March 

2018, in an effort to protect its industrial industries. Further, though close US trading 

partners Canada and Mexico are exempt from these trade restrictions, the presence of tariffs 

has complicated the ongoing North American Free-Trade Agreement talks between the 

three nations. Consequently, there is a risk that many US economic partners may 

contemplate, or even implement, retaliatory trade restrictions against the US, sparking an 

all-out trade war which could threaten global growth. Further, due to the twin threats of a 

global trade war and resurgent inflation, global financial markets remain on edge as to how 

these two risks will play out for the remainder of the year. If the threat of a global trade 

war becomes a reality, and inflation rises faster than expected, we expect further moves to 

the downside for the global financial markets, and a flight to haven assets as well. In 

Europe, the United Kingdom (“UK”) and the European Union (“EU”) have gotten closer 

to establishing a mutually beneficial agreement, however both parties still remain at odds 

on some key economic and political issues. Lastly, territory disputes in Asia, and increased 

conflict in the Middle East continue to give rise to geopolitical tensions, which could 
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reduce global economic confidence and increase financial market volatility. One bright 

spot that has emerged however, has been the decision between the US and North Korea to 

hold bilateral talks to discuss security and diplomatic issues. This is in hopes of reducing 

the war rhetoric in the region, and even possibly denuclearizing the Korean peninsula. 

Nonetheless, market calm has all but disappeared from the global financial markets as the 

VIX continues to remain above its long term average of 20. It must be said, that global 

investors must take note of these geopolitical risks as we move into Q2 2018.  

 

In spite of these risks, we still hold firm out forecast for global economic growth. The 

global economy continues to enjoy a synchronized lift in economic optimism, with global 

growth maintaining its momentum in the coming years. We still expect the global economy 

to grow at 3.08 percent in 2018, and then stabilize to 2.98 percent in 2019, and then to 2.91 

percent in 2020, as the cyclical recovery in global industrial activity, investment growth, 

and manufacturing begins to enter the later stages of its economic expansion. Taking into 

account economic regional growth, Advanced economies are expected to grow at 2.20 

percent in 2018, 1.90 percent in 2019, and 1.70 percent in 2020, as excess capacity 

continues to diminish, and a monetary policy continues to become less accommodating. 

Emerging economies are expected to grow at 4.50 percent in 2018, and 4.70 percent in 

2019 and 2020, as exports are expected to continue to benefit from increasing commodity 

prices and global trade, despite the more complicated trade landscape. 
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“Whatever Good Things We Build End Up Building Us” –      

Global Industrial Trends 
 

With the international economy expands at a gradual pace, industrial activity has followed 

right behind. Industrial activity has continued to rebound from the lows of the financial 

crisis of 2008, and is expected to continue over the next few years. As the global economy 

continues to manufacture and distribute goods around the world, transport millions of 

people across countries and continents, and processes and shares both physical and digital 

data internationally, industrial infrastructure is the primary foundation behind it. In fact, 

industrial activity and capital investment, especially on infrastructure and capital projects, 

are expected to continue accelerating over the next decade, with the bulk of the growth 

occurring in the Emerging economies. 

 

It is expected that global capital and infrastructure project investment will more than double 

to US$9 trillion by 2025, up from US$4 trillion as of 2015. Though it is expected that the 

level of international economic activity will slow in the next few years, capital project and 

infrastructure investment spending is expected to rise 6.5 percent during this time. In fact, 

the industrial minerals and metals extraction and manufacturing industries are two areas 

that are expected to see increased growth in the interim, as increased infrastructure and 

project spending will help to create jobs and deliver important socioeconomic services. As 

the manufacturing industries in Advanced economies benefit from technological 

advancements and innovation, many Emerging economies, such as Vietnam, Indonesia, 

and India, have begun to establish their own manufacturing bases. Given these 

developments, the global manufacturing sector is estimated to grow at 8 percent between 

2018 and 2025. Further, the industrial minerals and metal extraction industry, boosted by 

its increased share of the global infrastructure industry, and the discovery of new deposits 

in Latin America and Africa, is also expected to grow in the interim, growing at 

approximately 5 percent between 2018 and 2025. 

 

On a regional level, Emerging economies are by far expected to surpass Developed 

economies in terms of infrastructure and capital project expenditure. In fact, it is projected 

that Emerging economies will make up approximately 50 percent of all global 

infrastructure and capital project expenditure over the next decade. This is in stark contrast 

to Developed markets, where markets such as Europe account for only 12 percent of global 

infrastructure and capital project spending, and is expected to fall even further, to less than 

10 percent by 2030. What is supporting Emerging economies’ dominance in global 

infrastructure and capital project spending is the region’s rapid urbanization in many of its 

countries, such as in India, China, Indonesia, Vietnam, Nigeria, and Ghana. This has 
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resulted in increased spending for projects related to residential and commercial 

construction, power and utilities, communications, transportation, and sanitation networks. 

Additionally, with rapid industrialization sweeping Emerging economies, growing per 

capita income for people in this region will mean the emergence of a large, new middle 

class. The presence of this middle class, will lead to increased infrastructure and capital 

project spending for manufacturing infrastructure to transform raw materials into consumer 

goods, larger  transportation and communication networks to connect masses of people to 

both one another and to the international community, and investment in basic 

socioeconomic services such as education, healthcare, and sanitation, to improve their 

standard of living. 

 

Overall, we believe that this pickup in long-term industrial activity is a trend that will be 

prevalent for the years to come.  
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“Steel is Needed Everywhere” – Global Industrial Metals and 

Minerals Trends 
 

With synchronized global growth underway, the global industrial metals and minerals 

commodities sector is experiencing its own boom. The Metals and Minerals Price Index by 

the World Bank surged 13.69 percent in 2017, due to strong global demand for industrial 

metals and minerals, with Chinese demand continuing to be a key catalyst. 

 

In terms of market demand, strong global growth continues to be a primary tailwind for 

industrial metals and minerals, as China’s manufacturing, infrastructure, property and 

construction sectors continue to make up the bulk of demand. Further, global mining 

companies have increased their capital investment expenditures and taken on more 

projects, in order to capitalize on the boom in commodity prices. Going forward, though 

China’s transition from an investment-driven economic model to a consumption-driven 

economy is expected to be a headwind for industrial metal and mineral demand, increased 

demand from other Emerging economies, most notably Indonesia, India, and Vietnam, is 

expected to make up for the fall in Chinese demand. In terms of market supply, it continues 

to tighten, as China has been a key catalyst in the reduction of global industrial mineral and 

metal supplies. This global supply is due to the Chinese government’s initiatives to 

strengthen the countries environmental and safety framework, as well as its efforts to 

remove illegal commodity production throughout the country. Given the bullish sentiment 

from the demand side, and reduced supplies on the supply side, we believe that the 

combination of these two factors will push industrial metals and mineral prices higher over 

the next two to three years. 

 

Individual Minerals and Metals Trends 
 

Nickel 
 

Nickel prices have strengthened 14 percent in recent months, as the Ravensthorpe mine in 

Australia closed due to high operational costs. Further adding to supply constraints, the 

Philippines suspended 17 of 28 nickel mines in 2017, as they undergo an environmental 

audit, while Indonesia continues to maintain restrictions on ore exports, in an effort to 

support its internal industry. Nonetheless, there are existing trends that will help to alleviate 

nickel supply constraints. A rebound in Chinese stainless steel production, as well as 

increased investment in nickel facilities will lead to higher Chinese exports, despite recent 

trade tensions. Over the next few years, global demand for nickel is expected to rise, as the 

industry rushes to meet growing global demand for electric vehicles, batteries, and other 
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forms of energy storage. We expect nickel prices to rise the fastest amongst its peers, rising 

from US$10,559 per metric ton in 2018 to US$13,187 per metric ton in 2023. 

 

Copper  
 

Copper prices have soared by 12 percent as global growth continues to tighten global 

supply. Production slowed in Peru and Chile amid poor weather and labour disputes 

disrupting copper exports. Further, exports from the Grasberg mine in Indonesia were 

restricted, as the country’s export restrictions led to upward pressures on copper prices. 

However, after Indonesia and Freeport McMoran agreed on mining rights to the Grasberg 

mine, it has been confirmed that Freeport McMoran will operate the mine until 2041. This 

is expected to help alleviate supply concerns for the metal as a new steady supply of copper 

comes online. We expect copper prices to rise gradually in the coming years, rising from 

US$6,118 per metric in 2018 to US$6,471 per metric ton in 2023. 

 

Aluminum 
 

Aluminum prices have risen five percent in recent months, due to lower London Mercantile 

Exchange stocks, strong global demand, and cuts to China’s smelter capacity. Government-

ordered cutbacks in China are expected to lead to a 10 percent decline in capacity in the 

country, which accounts for 10 percent of the world’s supply aluminum. The cutback in 

China’s aluminum capacity, coupled with US tariffs imposed on Chinese steel, is expected 

to lead to higher prices for the metal in the coming years. Going forward, we estimate that 

aluminum prices will rise from US$1,968 in 2018 to US$2,062 in 2023. 

 

Zinc 
 

Zinc prices have risen 14 percent in 2017, as falling inventories have led to a second 

straight year of supply shortages. Recent closures in large mines due to the exhaustion of 

zinc reserves, have led to tightened global supply of the mineral. China, which accounts 

for over 50 percent of the world’s supply of refined zinc, has seen its output reduced due 

to increased government and environmental scrutiny, as well as a slow start-up in new 

capacity. Global demand for zinc on the other hand, continues to remain strong, supported 

by demand for steel in various industrial sectors such as automobile manufacturing, 

construction, infrastructure development, and heavy consumer durable goods. As a result 

of these industry dynamics, the global zinc market is expected to be in a deficit until 2019-

2020, until new supply sources come online. We project zinc prices to fall from US$3,000 
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per metric ton in 2018 to US$2,734 per metric ton in 2023, as new supply sources become 

available by 2020. 

 

Outlook 
 

As a result of these industry trends and dynamics, we expect the overall trend of increased 

demand for industrial minerals and metals to remain intact, despite recent geopolitical 

headwinds. Stronger tailwinds helping the industry, include more robust demand for 

industrial minerals and metals commodities, as well as rolling production shortages among 

some of the world’s producers. As stated earlier, we expect that prices for industrial 

minerals and metals to rise gradually overall, with nickel prices rising the fastest within the 

group.  
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Industrial Minerals and Metals

Commodity Price: Forecast: Nominal: Metals and Minerals: Copper

Commodity Price: Forecast: Nominal: Metals and Minerals: Aluminum

Commodity Price: Forecast: Nominal: Metals and Minerals: Zinc

Commodity Price: Forecast: Nominal: Metals and Minerals: Nickel



 

  P a g e  | 12 

  



 

  P a g e  | 13 

“Better Your Own Copper Than Another Man’s Gold” – 

Investment Ideas 
 

Research undertaken by Economics Global has identified a key investment opportunity for 

investors looking to capitalize on the rebound in global industrial minerals and metals. 

 

PowerShares DB Base Metals Fund (“DBB ETF”) 
 

Investors who are looking to profit from the uptrend in global industrial minerals and 

metals can look to the PowerShares DB Base Metals Fund (“DBB”ETF”). This is an ETF 

that is structured to provide exposure to key base metals that are used in heavy industrial 

activities such as construction, homebuilding, mining, and infrastructure development.  

 

PowerShares DB Base Metals Fund (“DBB ETF”) 

• Total Assets: US$348.9 M 

• YTD Return: -6.23% 

• Average Monthly Volume: 332,000 

• Expense Ratio: 0.75% 

• Holdings: 35.86% Copper, 33.03% Aluminum, 31.12% Zinc 

• Price: $18.20 (as of March 28th 2018) 

 

The DBB ETF offers exposure to a basket of base metals, including Copper (35.86%), 

Aluminum (33.03%), Zinc (31.12%). This ETF can be used as a useful tool for investors 

who have a bullish outlook on base metals. 

 

Overall, for investors willing to take on more risk to take advantage of the new interest rate 

environment, these asset classes and investment vehicles seem to be the best approach. 

Nonetheless, like any investment, these assets are subject to market and macroeconomic 

risks. For investors willing to take the plunge, it is always advised to assess the asset to 

determine if its aligned with one’s investment objectives, and to monitor their investment 

regularly to mitigate potential risks. 
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“Beware of the Scorpion That Rests Under the Rock” – Geopolitical 

Risks 
 

The reemergence of geopolitical risk in recent months is a big risk that threatens to have a 

negative effect on investors for the remainder of 2018 and into 2019. President Trump’s 

unilateral decision to impose import tariffs of 10 percent on aluminum and 25 percent on 

steel is nearly guaranteed to prompt US trading partners to retaliate. In fact, many nations 

and economic regions have already brought forth the idea of retaliatory tariffs, with the EU 

announcing possible countermeasures against US products such as bourbon whiskey, 

Levi’s jeans, and Harley-Davidson motorcycles, and China preparing their own 

countermeasures, against key US agricultural exports such as soybeans and sorghum. 

 

The consequences of a global trade would be detrimental to global economic growth. 

International trade has been a major contributor to recent economic growth, and a rise in 

protectionist policies would certainty endanger the global economy. Global supply chains 

would be disrupted, as the wide network of value chains that feed components, sub-

components and materials into, and out of, the Asian, European, and Latin American 

assembly and manufacturing bases will come under pressure. Retaliatory tariffs will in turn 

have a ripple effect going all the way back to suppliers throughout various manufacturing 

bases in North America, Asia, and Europe. With such high levels of integration, there are 

few economic participants that would remain unaffected by these protectionist policies. 

Further, taxing imports would lead to higher prices for consumers purchasing goods and 

services in many sectors. Higher prices, coupled with slow wage growth, would decrease 

household consumption, a major pillar of economic growth for many major Advanced 

economies. Lastly, a trade war orchestrated by tariffs would also lead to lower rates of 

return for investors, as higher production costs would eat into corporate profitability and 

business growth. Ultimately, a trade war would critically damage investor, business, and 

consumer confidence worldwide, which would in turn reduce demand for global industrial 

minerals and metals. 

 

There are also industry specific risks as well that could be a weight on the industry in the 

interim. Slower demand from China as the country shifts away from its investment-driven 

economic model, the risk of substitution of certain metals with cheaper alternatives, and 

the restart of idle mines and production plants are all lingering peripheral risks. These 

concerns all threaten to weigh down prices in the next few years if they become more focal. 
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Conclusion 
 

As the engines of the global economy continue to churn, demand for industrial minerals 

and metals continues to remains strong among Advanced and Emerging economies. 

However, a rise in trade protectionism, through tariffs, and even a possible trade war, is a 

risk that could undermine global economic activity, and reduce the demand for industrial 

minerals and metals such as copper, zinc, and nickel. Nevertheless, despite these 

headwinds, we believe the outlook for global minerals and metals continues to remain on 

solid footing as long-term trends of urbanization and economic development in Emerging 

economies will help to lift the global industrial minerals and metals industry through this 

rough patch. Going forward, the outlook for the global industrial minerals and metals 

commodities continues to remain robust. 
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