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THINK economic and financial analysis

Chinese aluminium disruptions

Recent news on aluminium supply-side disruptions from China
has pushed up the three-month prices to their highest on the
Shanghai Futures Exchange since last September
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THINK economic and financial analysis

Aluminium markets are demonstrating divergent strength between the Shanghai Futures
Exchange and the London Metal Exchange.

ShFE aluminium prices have been trading at CNY14,360/t - a year-to-date high today after reports
that Xinfa Group closed a 500ktpa aluminium smelting plant in Xinjiang province for at least three
months due to an incident on 18 August. This latest development follows market concerns over
the potential impact that floods in the Chinese province of Shandong could have on aluminium
output. LME prices have yet to respond as strongly as the ShFE market.

On Tuesday, rumours suggested that another Chinese smelter may reveal plans to suspend
around 600ktpa capacity until the end of this year. If this is confirmed, this could lead to a change
in the Chinese market balance, shifting from a surplus to a deficit market this year, which will be a
bullish note to ShFE prices. This may also lead to a slowing in China's pace of semis exports, which
have helped to fill the ex-China primary deficit.

At the moment, the ex-China primary aluminium market still remains in deficit. If the
Chinese market were to switch to a deficit or even balance, the tightness is likely to be felt in
the ex-China market through a slowdown in semis exports, which may provide some
support to LME prices.
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https://www.reuters.com/article/china-aluminium-xinfa/chinas-xinfa-shuts-aluminium-capacity-in-xinjiang-after-blast-sources-idUSL4N25G15P

