
 
 

 
Supply and Demand Are Driving Copper Volatility 

 
 

Copper is our lifeblood and we keep our finger on its pulse across the globe, on 
one hand tracking its sources and costs, and on the other where demand is 
changing. 
  
Historically, copper has been a valuable product for more than 7,000 years, 
prized for both its ease of mining and its workability.  
 
By the mid-1800s, Britain, with superior smelting technology, controlled more 
than three-quarters of the world copper trade. But the discovery of major copper 
deposits in North America, Chile, and Australia challenged England's preeminent 
position. Twentieth-century American smelting technology allowed profitable use 
of lower grade ores, greatly expanding both production sources and markets.  
 
Today, about 88% of the world copper supply is produced by mining operations, 
primarily from Chile and Latin American countries (45%), followed by former 
eastern bloc (19%) and Asian countries (18%). Only about 12% of the world’s 
copper is mined in North America. And only 2% in Western Europe. Another 12% 
of the supply comes from recycling, primarily in the developed countries of 
Europe and North America. 
 
The global demand for copper is expected to continue to grow at a rate of over 
3.5% over the next few years and to reach over 18 million metric tons annually by 
2006. The largest overall increases in demand are expected to continue to come 
from Asia, led by China.  
 
As the world’s population grows and economic development continues, the 
consumption of copper can be expected to increase as annual per capita 
consumption for products such as electrical power, automobiles, plumbing 
supplies, telecommunications devices and air conditioners increases. 
 
The largest demand for copper (37%) is from building construction, and as 
population growth and economic change have driven that market, the demand 
has put a strain on available supplies. Experts estimate that each new home 
incorporates over 400 pounds of copper. 
 
 
Since 2002, copper production increases have not been able to keep pace with 
demand, which has resulted in supply/demand deficits in both 2003 and 2004.  



 
See Chart “A” ‘World Copper Tons Mined’  
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Copper exchange inventories have been available to fill this gap; exchange 
inventories have now been reduced to critically low levels and copper demand 
again exceeded supply in 2005.  
 
Chart “B” Historical Refined Copper Stock Levels 
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Copper warehouse stocks tracked in London (LME) and New York (Comex) in 
January of 2005 fell to their lowest level in 15 years, declining from 723,000 short 
tons to 149,000 during 2004, resulting in prices of $1.40 per pound.  
 
 
Stocks continued to fall through August of 2005, with prices nearing $1.80 
Comex Spot.  Stocks have grown steadily since August, with current stocks in 
February near the 2004 year end levels. 
 
See Chart “C” Copper Stocks and Copper Stock Prices 11/1/05-2/1/06 
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 However stocks for February 06 of approximately 150,000 tons remain below 
the 10 year average of 269,000 short tons for the period 1990-1999 ( See 
Refined Stocks Chart “D” attached.)Though stocks did increase in the last 
quarter of 2005 to levels near 4th quarter 2004; prices, in the period September05 
through February06, have soared to all-time record highs of $2.30.  
See Chart “E” Copper High Grade Futures Price. 
 
 
 

 
 
 
At first, this seems confusing. As stocks increase, supply/demand theory 
suggests prices should moderate. However, as stocks remain at the low end of 
historically moderate supply; the additional cushion provided by larger stocks 
currently is perceived as less important than the risk of future consumption 
exceeding supply in the short term. 
 
 While production grew 6.2% between 2003 and 2004, stocks declined by 
574,000 tons. Copper consumption growth by China is speculated to be 
anywhere between 5 and10% per year; and, in 2003, Chinese copper purchase 
growth accounted for most of the world’s additional copper usage.  
See Chart “A1” Global Copper Consumption 



 
Higher prices encouraged the development of additional mining capacity; but 
new mine production is forecast to be slower in the first decade of the 2000s than 
it was in the 1990s, while consumption is expected to continue to rise (Chart “A”). 
Prices may remain high for the short term, and supply growth’s slower increase 
could delay the traditional cyclical price downturns. 
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DISCLAIMER OF WARRANTIES. VIEWER AGREES 
THAT ASK MAKES NO REPRESENTATIONS OR 
WARRANTIES, EXPRESS OR IMPLIED, WITH 
RESPECT TO MARKET DATA INCLUDED HEREIN, OR 
THE TRANSMISSION, TIMELINESS, ACCURACY OR 
COMPLETENESS THEREOF, INCLUDING, WITHOUT 
LIMITATION, ANY IMPLIED WARRANTIES OR ANY 
WARRANTIES OF MERCHANTABILITY, QUALITY OR 
FITNESS FOR A PARTICULAR PURPOSE, AND THOSE 
ARISING BY STATUTE OR OTHERWISE IN LAW OR 
FROM ANY COURSE OF DEALING OR USAGE OF 
TRADE. 
 
5. Viewer agrees that neither ASK or any of its 

affiliates, nor any of their respective members, 
directors, officers, employees or agents, 
guarantees the sequence, accuracy or 
completeness of herein included Market Data, nor 
shall any of them be liable to viewer, any other 
individual, or any entity for any delays, 
inaccuracies, errors or omissions in the herein 
included Market Data, or in the transmission 
thereof, or for any other damages arising in 
connection with viewer's receipt or use of Market 
Data 
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