
Article | 11 February 2025 1

THINK economic and financial analysis

Article  |  11 February 2025   COMMODITIES DAILY

Commodities Feed: Trump sets 25%
tariffs on steel and aluminium
US President Donald Trump has announced a 25% tariff on steel and
aluminium imports, effective March 12. The tariffs will apply to all US
imports, including from Canada and Mexico, and will also include finished
metal products

A metal fabrication plant in Seoul, South Korea. Trump has raised the tariff rate on aluminium and steel
imports to 25%

Metals – Trump sets 25% tariffs on steel and aluminium
US President Donald Trump has set a 25% tariff on steel and aluminium imports. The tariffs will
apply to all US imports of steel and aluminium, including from the country's biggest suppliers
of both metals, Canada and Mexico. The duties will also include finished metal products. The
new rates will go into effect on March 12. Trump said the new duties are meant to crack down
on the efforts of countries like Russia and China to circumvent existing duties, bolster domestic
production and bring more jobs back to the US. However, previous tariffs did not lead to
increased domestic aluminium production. In 2024, the output of the US steel industry was 1%
lower than it had been in 2017 before the introduction of the first round of tariffs by Trump,
while the aluminium industry produced almost 10% less.

Trump's move comes on top of new 10% tariffs on goods from China. The President has also
expanded the tariffs introduced in 2018, which former US President Joe Biden largely kept in
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place. Exemptions for major suppliers including Canada, Mexico, Brazil and the EU are now
removed and the rate of aluminium imports has been raised from 10% to 25%.

The US imports substantial amounts of aluminium and steel from Canada. Approximately half
of the US's aluminium requirements are sourced internationally, with Canada being the largest
supplier, contributing 58% of these imports. The United Arab Emirates follows, providing 6%,
according to US government data. The US also relies on Mexico and Canada for around 90% of
its aluminium scrap imports. Meanwhile, around 23% of steel imports into the US arrive from
Canada, followed by Brazil at 16%, Mexico at 12% and South Korea at 10%.

Aluminium is likely to be most impacted by potential tariffs on metals with the US importing
significant volumes of its aluminium from abroad. Tariffs would result in higher aluminium
prices in the US, representing a significant upside risk to the US Midwest premium this year.
However, the effects on LME prices will be minimal. US tariffs previously had little impact on
LME prices. Tariffs also risk demand destruction in the US as the extra costs would most likely
be passed on to end consumers.

The prospect of a global trade war is bearish for the LME aluminium price. Tariffs are bearish
for industrial metals in terms of slowing global growth and keeping inflation higher for longer.
Read our detailed analysis of the new tariffs here. 

Energy – Gas trades at two-year high
Gas prices in Europe are trading at their highest level in two years with the most active TTF
futures moving above €58.5/MWh yesterday. The upward rally was driven by rising demand
following cooler weather conditions, ongoing supply disruptions, weaker power generation
from renewables and low levels of inventory at 48.5% currently. Prolonged colder
temperatures across Europe have intensified the need for heating eventually resulting in a
faster depletion of inventories. Similarly, US natural gas prices edged higher in the week
following the forecasts of cooler temperatures over much of the US.

NYMEX WTI is trading above $72/bbl while ICE Brent edged above $76/bbl this morning as the
energy sector in Ukraine and Russia continue to face drone assaults, while signs of tighter
supplies in Russia and rising geopolitical tensions further pushed the energy complex higher.
According to media reports, drones attacked a Russian oil refinery plant in the Saratov region.
The affected plant is part of the Rosneft oil company known as Kreking, one of the oldest
Russian oil refineries. Meanwhile, Russia also targeted Ukraine’s gas and power facilities in an
overnight attack.

Agriculture – Coffee rallies to new record highs
Arabica coffee reached yet another fresh record high yesterday amid lingering concerns about
tight global supplies. Last week, the International Coffee Organisation (ICO) said global arabica
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coffee exports in December were 6.3% lower than last year. Meanwhile, money managers
continue to expand their bullish bets in coffee for a seventh consecutive week to 65,717 lots as
of 4 February, the highest bullish bets since 9 July 2024. Total coffee stocks at US port
warehouses monitored by the ICE exchange continue to hover near the lower levels seen late
last year and stood at 862.7k bags as of 7 February. Arabica coffee futures are up almost 33%
this year primarily due to tighter supplies from Brazil and concerns about the impact of bad
weather on the next harvest season.

Weekly export inspection data from the USDA for the week ending 6 February shows that US
corn and wheat inspections rose, while wheat exports eased over the last week. Export
inspections of corn stood at 1,334.2kt, up from 1,253kt in the previous week and 892.5kt
reported a year ago. Similarly, US wheat export inspections rose to 536.2kt, up from 253.1kt a
week ago and 407.5kt reported a year ago. Meanwhile, US soybean export inspections stood at
1,042.2kt, compared to 1,140.3kt a week ago and 1,342.8kt reported a year ago.
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