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The Economics of Aluminium
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Some highlights from the report

China dominates the global aluminium industry accounting for one third of both world
production and world consumption of primary aluminium. While China is self sufficient
in aluminium metal and approaching self sufficiency in alumina, dependence on
imported bauxite remains high despite rising output. However, power supply issues
and high costs of production could result in declining production in the longer term
and the possibility that China will become a net importer of primary aluminium.

World aluminium output rose by between 0.15 and 12.2%py between 1994 and 2008,
averaging 5%py. Growth averaged almost 8%py after 2002 mainly due to explosive
expansion in production in China. Output began to contract in the second half of
2008 and this accelerated in 2009, meaning that world aluminium production is likely
to decline for the first time in fifteen years and by as much as 15 - 20%, bringing the
market back into balance in the third or fourth quarter.

In 2009, almost fifty aluminium smelter projects, with a total capacity of 20Mtpy, were
at various stages of development, but only 2, with a total capacity of 3.8Mtpy, were
already under construction. For most of these projects, no decision with regard to
timing had been finalised and the timetables of the others are under review. At the
same time, most of the major producers are idling high cost and inefficient capacity
in response to low demand and prices. Some 6Mt of capacity had been taken out of
service by March 2009, and further cuts of 2-4 Mt were thought to be required.

Consumption of primary aluminium accounts for 65 to 70% of total aluminium
demand. Between 1998 and 2007, world primary aluminium consumption increased
year-on-year at an average of 5.6%. After a drop of 5.3% in 2001, aluminium demand
grew by almost 8%py to 2007, largely driven by growth in China, which averaged
nearly 24%py over the same period.

In common with most other aspects of the global economy, demand for aluminium
slowed sharply in the third quarter of 2008 and was declining in most regions in early
2009. The Chinese market for aluminium is still expected to grow in 2009, albeit at
only 3%, but in Europe, North America and Japan, demand for aluminium will almost
certainly fall in 2009 and will either level out or show minimal growth in 2010. The
market should start to recover in the second half of 2010 and global growth of 4 to 5%
is forecast for 2011, led by China. Average growth in the global aluminium market to
2013 is likely to be around 2 to 3%py, resulting in total demand of about 58Mt.

For the full list of contents, including 82 tables and 134 figures,
please visit www.roskill.com/reports/aluminium

China: Aluminium production, consumption and trade, 1998 to 2008 (Mt)
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10 reasons to own this report

Find the information you need fast.
Work with accurate, authoritative data.
Create more effective strategies.
Discover new business opportunities.

Find out what your competitors are doing.

Set sales targets for your products.

Plan buying, sourcing, exploration and marketing.
Get top-level analysis of the long-term prospects.
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About Roskill

Roskill is one of the world’s leading providers of metals and minerals information.

We are an independent, privately-owned company, so our reporting is completely unbiased.
Our expert researchers make a thorough and objective analysis of all available data, from all
available sources worldwide. This includes a large and invaluable network of contacts: the
key industry players talk to us because they know us well. That's why the breadth, depth,
accuracy and expertise of our research is unrivalled, and why each report provides an
unrivalled insight into the industry it covers.

In addition, Roskill Consulting Group provides tailored analysis and advice to hundreds
of organisations worldwide. Find out more at www.roskill.co.uk/consulting, or call Judith
Chegwidden on +44 20 8944 0066.



