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Q4 2016 

 

 

 

GLOBAL PRIMARY ALUMINIUM PRODUCTION AND LME PRICE  

 

It is always interesting at the year end to look back on production levels of primary aluminium 

since this is a parameter that shows something of the health of the industry globally. Using 

the IAI global production data, from the 2010 figure of 42.4 million tonnes up to 2015, 

57.9 million tonnes, it can be seen that primary aluminium production has expanded at a fast 

rate, about 6% year-on-year. The IAI data for each month’s production is published on the 

20 day of the following month and therefore it has been necessary to take the data available 

up to November 2016 and scale it up so that an estimate of production in the year 2016 can 

be made. This has been done assuming that the December 2016 figure will be the same as 

the November 2016 figure. For many industry sectors December is a short month but primary 

aluminium smelters necessarily run 365 days a year and not all areas of the world recognise 

Christmas anyway. The 2016 global figure is then estimated to be 58.0 million tonnes, only 

0.2% up on 2015. Asia, Gulf States and Europe were up slightly, North America was down 

slightly and the other countries, including China, were about level with 2015 figures. 

 

The primary production data may then go some way to indicate why 2016 was the year in 

which the economics of primary smelting were slowly being brought into balance. Using the 

LME figures, although of course there are other sources of pricing, the LME primary 

aluminium price during the year 2016 has been a rollercoaster. It started the year below 

$1500 per tonne. By the end of February it climbed to over $1600 and at the end of March 

it was back to below $1500. At the end of April it nearly got to $1700, at $1673. But the price 

didn’t hold and May saw it back at $1550 as the month ended. The price then grew steadily 

through June up to October, breaching $1700 for the first time in over a year. The year ended 

with an LME price of $1737. It is hard to remember the heady prices of 2011 with LME 

primary aluminium at $2200 and the second half of 2014 at $2000.  

 

In the totality of global primary aluminium production the output of the Lochaber primary 

smelter would not add up to a great deal, a small smelter by world standards but the only 

one left now in the UK. It was therefore welcome news that in Liberty House and Simec they 

found new owners and ones willing to make investments in the plant. They intend to use the 

smelter metal on site to produce high quality road wheels. This smelter was opened in 1929.  

In the early 1970s three new primary smelters were set up as the then UK Government 

encouraged industry to invest in the “white hot technical revolution” Those three eventually 

closed due to rising energy costs and strict environmental regulations. The Lochaber 

smelter, though small, was kept up-to-date technically and environmentally by Alcan and 

then RioTinto Alcan but it no longer fitted their portfolio of primary aluminium production. It 

would be hard to imagine a technically advanced country like the UK without any primary 

aluminium production. Good news then for the Scottish Highlands and good news for the 

UK aluminium industry. 
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EUROPEAN ALUMINIUM (EA) SUMMARY OF THE INDUSTRY 

 

Speaking at the ALUMINIUM 2016 trade fair in Dusseldorf at the end of November 2016 the 

Director General of EA gave a summary of the aluminium industry in Europe. From primary 

to recycling the total demand for aluminium is increasing by 2% each year. EA data for 

primary production indicates an increase in 2016 of 1.1% and 1.3% in 2017. For flat rolled 

products production is forecast to increase by 2.4% in 2016 and 1.9% in 2017. Extruded 

products are likely to see an increase of 1.6% in 2016 and 1.2% in 2017. Recycling 

production across Europe has increased by about 5% each year for several years. Access 

to scrap for recycling remains an issue; in 2015 860,000 tonnes were shipped out of Europe 

to third countries, mainly Asia. 

 

 

MARKET ECONOMY STATUS (MES) FOR CHINA 

 

The original intention of the European Commission at the beginning of 2016 was to fast-

track China’s application to World Trade Organisation, WTO, for market economy status. At 

the time such a proposal would have had implications for the aluminium and steel industries 

in the EU. In the European Parliament the majority of MEPs voted not to allow MES for 

China. A final decision was required before 11 December 2016 otherwise the application 

would succeed by default. China joined the WTO in December 2001 on the understanding, 

they claim, that in 15 years’ time they would be granted MES. The Commission has just 

published a proposal to change the EU’s anti-dumping and anti-subsidy legislation, putting 

forward a new method of calculating dumping on imports from countries with significant 

market distortions and over-capacities. The proposal removes the distinction between 

market economies and non-market economies and China now regards the matter as a grant 

to China of MES by default. On 12 December 2016 China launched a complaint to WTO 

against the EU. Full details of the Commission’s proposal have yet to be made public but 

the Commission believes that until the new protocol is approved the application for MES is 

still pending.    

 

European Aluminium has complained that the introduction of this new methodology creates 

uncertainty for the aluminium industry. The USA will not grant China MES and neither will 

Japan and therefore they argue that the EU should do the same. EA claims that by 2020 the 

capacity for primary aluminium smelting in China will be equal to the current total world 

demand for aluminium. Furthermore 80% of the capacity in China is powered by coal-fired 

stations, adding to the global CO2 burden.  Since 2007, 8 out of the 24 primary smelters in 

the EU have closed. In semi-fabricated products the exports from China in 2015 increased 

by 21%. Chinese capacity for rolled aluminium products is now equal to the total demand for 

rolled products in the EU. The Economic Policy Institute claims that granting China MES 

may put 80,000 European aluminium jobs at risk. 

 

It is worth making a general point here that at the EU Ministers Competitive Council meeting 

the Ministers expressed their disappointment that the Commission’s work programme for 

2017 gives no strong signals on EU industrial policy. They asked the Commission to update 

their programme swiftly to take note of their concerns. 
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ANTI-DUMPING ON ALUMINIUM ROAD WHEELS 

 

EU Member States voted to introduce anti-dumping measures on Chinese aluminium road 

wheels for a further five years. The final decision rests with the Commission. The decision 

will be of great interest to the new owners of the Lochaber primary smelter where wheel 

production using primary metal is one of the objectives. 

 

 

LEAD IN ALUMINIUM ALLOYS AND POWDER 

 

The debate on the acceptable level of lead in aluminium alloys and powder, for health and 

environmental reasons, has gone on for several years. It started with the Classification and 

Labelling Directive and the later REACH Regulation, with a proposal that lead should have 

a maximum level of 0.03% Pb. There was not then, and never has been since, any testing 

to show that in excess of this level the lead in the aluminium alloy is toxic to reproduction. 

Lead is only a deliberate addition, in association with bismuth, to few aluminium extrusion 

alloys because it leads to faster and better machinability, better surface finish, better tool life 

and lower energy consumption. The implication of a 0.03% Pb maximum level went far 

beyond the removal of a few alloys that contained lead at higher levels because most of the 

recycled aluminium alloys produced from old scrap and used in the foundry industry has 

lead levels at 0.1% to 0.2% Pb. The secondary aluminium refiners would have had great 

difficulty in operating economically at such a low lead level which in turn would have had 

implications for the wider aluminium industry and the downstream end-users.  

 

Following representations to the Commission by EA and others, such as the steel and 

copper industries with similar lead restrictions, the aluminium industry was allowed to 

present bioelution testing results showing that a 0.4% Pb level was acceptable in alloys in 

the massive form. The position of aluminium powders is different because powders are 

inhalable.  

 

The proposals now made by the EU, following advice of consultants, is that up to July 2021 

aluminium alloys for the production of parts that are not machined with shape cutting 

chipping technologies will be exempt from Classification and Labelling rules and allowed 

with up to 0.4% Pb. But if the parts are to be machined then the exemption for the alloy to 

contain up 0.4% Pb will end in July 2019. The lead level in powder remains at a maximum 

of 0.03% Pb. 

 

To say that this will cause untold confusion is an understatement. There is no economic 

method of removing lead from aluminium alloys. The lead is metallurgically bonded in the 

alloy, it does not “fall out” of the alloy, it poses no health hazard and it is not ingested. And 

that position will not change by 2019 or even by 2119. Often the supplier of the free 

machining aluminium alloys does not know if the customer is going to machine components 

or not and since some of these alloys are high strength alloys, such as 2011, used in the 

aerospace industry, they may be on the stockholders shelf for some time. Nor is it entirely 

clear what is meant by shape cutting chipping technologies. No aluminium standard has ever 

been written that has a time constraint attached to it for the composition of the alloy. 
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The lobby by the aluminium, steel and copper industries continues. The Commission expects 

that the present proposal will enter force in mid-2017. ALFED Members affected are 

encouraged to contact ALFED and /or EA with comments on the difficulties that are 

envisaged to help the industry lobby. 

 

 

ECODESIGN WORKING PLAN 

 

The European Commission has published a new Ecodesign Working Plan for 2016-19 

including work on windows. EA has pointed out that 90% of the windows sold in the EU are 

bespoke designs, made to measure, with specific factors taken into account on climate 

conditions, window size, shading and façade orientation, factors that cannot be 

encompassed into a simple point-of-sale energy label. EA are asking for other alternatives 

to be considered. 

 

 

ENERGY PERFORMANCE OF BUILDINGS DIRECTIVE 

 

EA is calling for an updated version of the Directive to maximise the energy saving potential 

of aluminium products such as windows. They also want to see encouragement to increase 

renovation rates. They are working with three other relevant industry associations. 

 

 

CALCULATION OF RECYCLING RATES 

 

Recycling rates and how they are calculated are a major factor in the Circular Economy 

discussions, across all products in the waste stream. The UK aluminium industry set the 

standard a good few years ago by stating that recycling rates can only be meaningfully 

calculated by knowing how much of any aluminium product was put on the market originally 

and knowing the average life time of the product prior to the acts of recovery and recycling.   

 

In the European Parliament at the moment several parliamentary groups are promoting their 

own ideas about calculating recycling rates. But all of the groups are looking for a single 

harmonised calculation method. Since the EA is hosting an International Aluminium 

Recycling Congress in Manchester on 7-8 February 2017 it is a good opportunity for those 

with views on the subject to prepare for the discussion. Hopefully the UK Government will 

be represented at the Congress, along with some UK MEPs. 

 

 

 

ALUMINIUM FEDERATION 

6 JANUARY 2017 

 

 

A 

L 

F 

E 

D 

 

G 

L 

O 

B 

A 

L 

 

U 

P 

D 

A 

T 

E 


