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Executive Summary 

Aluminium:  

Global aluminium consumption during the period January to December 2014 (CY2014) increased to ~54.8 million metric tonnes (MMT) from ~51.3 MMT in CY2013, reflecting 
a healthy annualized growth rate of ~6.8%. However, weakness of the global economy, particularly in China’s economy, resulted in a fall in demand in October – December 
2014 (Q4CY2014). ICRA estimates that aluminium demand in this period fell by ~0.6% on a quarter on quarter (q-o-q) basis. While the recent steps by China’s central bank to 
provide a support to the country’s liquidity position may help revive demand to an extent going forward, ICRA expects overall global aluminium demand growth in CY2015 to 
show some moderation from the CY2014 levels. 

Price of aluminium traded in the LME has been under pressure since the middle of December 2014. Additionally, softening premiums have resulted in a rapid fall in spot 
aluminium realization to the prevailing levels of ~$ 2100/MT from ~$ 2450 /MT in December 2014. Although international prices bounced back somewhat in April 2015, ICRA 
estimates that the current aluminium prices are lower than the cost of production of a large number of aluminium manufacturers globally, who would be making losses at 
present. Consequently ICRA does not expect aluminium prices to show further improvement in the short term. Hence, over 1.4 MMT (equivalent to ~2.5% of demand) of such 
loss making smelters globally are expected to curtail operations in CY2015. Production loss from these smelters may result in a deficit in the market, which in turn would lead 
to a reduction in the current inventory levels.  

In the domestic market, apparent aluminium consumption grew by ~9% during April 2014 – March 2015 (FY2015) following a slowdown in FY2014, when consumption fell by 
~3%. In addition, aluminium production also registered ~10% jump following improved realizations during most of the financial year, as well as softening of prices of some of 
the key consumables. Nevertheless, cost of power remains the key concern of the manufacturers and, hence, production remains linked to the availability of linkage coal at 
lower costs. Coal costs being one of the major drivers of overall cost of aluminium production, primary aluminium players were among the aggressive bidders for captive coal 
mines in the recently concluded auctions and secured six blocks in the process. Since production from these coal blocks would not be adequate to meet 100% power 
requirement of all of these entities, ICRA expects strategic bids from the aluminium players in future auctions as well. 

With the recent commissioning of large greenfield smelters in India, the current domestic capacity stands at ~2.43 MMT, which is higher than primary aluminium 
consumption of ~1.75 MMT in FY20151. While production ramp ups at the new smelters will take some time, with further capacities being expected to come on stream in the 
next two years, ICRA believes that over the next 4-5 years, the domestic primary producers will have to focus on export markets to ensure healthy capacity utilisation levels at 
these smelters.  

Copper: 

In CY2014, world apparent usage of copper was estimated to have increased by ~8% to ~22.9 MMT, supported by strong apparent demand in China, where consumption 
increased by ~14%. ICRA, however, notes that the growth in usage was slower at ~3% during the second half of the calendar year as a result of a slowdown in the global 
economy, particularly China. Moreover, in ICRA’s opinion, the strong copper demand in China in CY2014 was largely driven by increased copper imports into the country, and 
actual consumption growth might have been lower leading to a build up of inventory. Going forward, copper demand growth in CY2015 is expected to remain tepid following 
the overall weak macroeconomic trends. 

Price of copper traded at the LME has remained under pressure since July 2014. Although in the last three months copper price has moved up by ~$ 1000/MT from its bottom 
of $ 5390/MT in January 2015, in ICRA’s opinion, chances of a larger upswing seem limited as of now. On the other hand, treatment and refining charges (Tc/Rc) for the 

                                                           
1
 ICRA estimates that in FY2015, ~0.88 MMT of aluminium was also consumed through the secondary route 
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conversion of the copper metal-in-concentrate into finished copper were mostly stable in CY2014 after seeing a sharp upswing in CY2013. This protected the margins of the 
players involved in the metal smelting and refining business. Low copper prices have off-late forced miners to reduce production, which might adversely impact Tc/Rc in the 
short term.  Nevertheless, in the medium to long term, Tc/Rc are expected to remain at elevated levels because of an estimated shortage in global refining capacity.  

In the domestic market, growth in copper production was strong at 22% driven by higher production by the domestic custom smelters. ICRA notes that production in FY2014 
was low because of a shutdown at Vedanta Limited’s (VL) copper smelter at Tuticorin. Moreover, margins of the domestic custom smelters benefitted in FY2015 from the 
prevailing healthy Tc/Rc. However, operating margin of the integrated player, Hindustan Copper Ltd (HCL), was under some pressure as domestic realization suffered 
following the global trend.  

Zinc:  

Global zinc consumption during CY2014 increased to ~13.6 MMT from ~13.0 MMT in CY2013, reflecting an annualized growth rate of ~4.6%. The growth came in the 
backdrop of a slowing GDP growth in China, compensated by a pick up in industrial activities in other key consuming regions including  the United States of America 
(USA).  Mine supplies, as highlighted in ICRA’s previous reports, posted a slow growth of ~1.4% during CY2014.  Although mine production growth is expected to improve 
in CY2015, depletion of resources over the medium to long term would keep production growth rate slower than the anticipated growth rate of consumption. Refined 
zinc production, consequently, is likely to fall in line with dwindling mine supplies over the medium term. Therefore, zinc prices would gradually strengthen over the 
years. However, over shorter time periods, prices would continue to witness volatility, as has also been seen in Q4CY2014 and Q1CY2015, when zinc prices declined 
sharply along with the prices of other base metals.  

On the domestic front, growth in zinc demand was muted at ~3% in FY2015 following a 6.5% growth in FY2014. Moreover, mine production growth was also nominal at ~1%, 
because of low production during the first half of the financial year, resulting in a fall in refined zinc production by ~3%. Going forward, both production and consumption are 
expected to improve in FY2016, given the favourable market outlook for galvanizing, as a result of the thrust on domestic infrastructure development and the improved 
outlook for the automobile sector. 
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