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By Mauricio Viaud 
PM and Senior Investment Strategist 

Insigneo 

 

Heavy Metal 

 

We had the pleasure of sitting down this week with 

the management team of Alcoa, one of the largest 

producers of aluminum in the world. We also met 

with a roundtable of metals and mining industry 

participants, including the London based CRU, one 

of the world’s leading providers of analysis and 

consulting in the metals and mining industry. We 

thought it would be of value to convey some of the 

insights we gained from these meetings.  

 

As we can imagine, the metals and mining industry 

is large and diverse, encompassing base metals 

such as iron ore, nickel, and tin, industrial metals like 

steel and aluminum, and precious metals such as 

silver and gold. Our conversations revolved mostly 

around industrial metals. Within this sub-industry, 

the supply and demand dynamics of the different 

types of products were at the forefront of the 

discussion.  

 

Coming out of the Covid-19 pandemic, the market 

appeared to be expecting the global supply of steel 

to outpace what appeared to be tepid demand. 

However, demand has improved, maybe even more 

than expected, and steel producers appear to be 

exercising discipline. This dynamic has led to rising 

steel prices. Demand for end products such as 

steel used for automobiles and construction 

remains stronger than expected. Another dynamic 

in this industry that appears to be developing is a 

change in how steel itself is manufactured. 

Historically, most companies have operated large 

steel mills using what is known as blast furnaces to  
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produce steel. These furnaces and production lines 

use a lot of energy, increasing costs, as well as 

pollution. However, we are seeing a move towards 

the increased use of smaller footprint “mini mills”, 

using what is known as electric-arc furnaces. This 

type of furnace, combined with “mini mill” 

operations, is reducing costs for producers, as well 

as reducing carbon emissions. This combination 

has become so prevalent in the industry, that 

companies such as Steel Dynamics (STLD) use it 

almost exclusively to run their production 

operations, reducing costs and increasing profit 

margins. 

 

Another trend that we thought was interesting was 

the increased need for electrical steel in order to 

upgrade the global electricity grid. Electrical steel is 

a specialized type of steel utilized mostly by utility 

companies. However, this type of steel is only 

produced by a small number of companies, some in 

Asia, but others like ThyssenKrupp (TKA GY) in 

Europe and Cleveland Cliffs (CLF) in North America. 

Some industry participants we spoke with 

estimated that the grid could potentially need to 

double by 2050 to accommodate the increased 

use of renewable energy. Such a large amount of 

potential demand for electrical steel, coupled with a 

very limited current supply, could lead to increased 

prices for this product over time.  

 

As would be expected, the aluminum market was 

also an important topic of conversation. Especially 

interesting was how production capacity, which 

was expected to come back online post-pandemic, 

has been slow to do so, particularly in Europe. At 

the same time, demand for the product has 

remained relatively stable, and actually increased in 

some industries such as automotive and aerospace. 

In fact, the current lead-times in the aerospace 

industry (or how long an airplane manufacturer, for 

example, would have to wait to receive an order of 

aluminum placed today) could be as long as one 

year or more. Additional demand stemming from a 

reopening in China after the Covid-pandemic could 

drive the need for this metal even higher. The 

Western ban on Russian aluminum products was 

also discussed, yet participants stated that this had 

little impact on global prices, as Russia was finding 

other markets for its product in countries like China 

and India.  
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As we can see on the chart above, aluminum prices 

moved sharply higher as production ground to a 

near halt during the Covid-pandemic, but then 

came back down last year. Prices have since 

stabilized and as of March 7, 2023, traded at 

$2,350/ton. We believe that prices could move 

higher from this point if the current supply & 

demand dynamics remain in place. We are not 

alone in this line of thought. Goldman Sachs sees 

aluminum prices averaging $3,125/ton this year, and 

potentially rising to $3,750/ton by the end of the 

year. 

 

We would be remiss if we did not point out that a 

scenario involving higher interest rates around the 

world and the possibility of a recession could hurt 

near-term demand for the metals we discussed 

above, potentially leading to lower prices. That 

being said, it is also important to point out that the 

aforementioned scenario may also lead to further 

decreases in supply, as companies would likely 

curtail production in response to lower prices. 

Although it might appear counterintuitive at first, 

this response could further place structural 

constrains on supply, driving prices higher over the 

long-term. So, although higher rates or a recession 

could lead to a further pullback in stock markets, 

including the stocks of many of these producers, 

this could actually create potentially fruitful 

opportunities for investors with long-term horizons 

and a high tolerance for risk.  

 

It is important to keep in mind that the individual 

equities mentioned here can exhibit high degrees of 

volatility and are not suitable for every investor. 

These investments are best considered on a case-

by-case basis, based on a particular investor’s 

willingness and ability to tolerate risk. If you need 

more information or would like to discuss these or 

other potential ideas in more detail, please do not 

hesitate to contact the Insigneo Research Team. 

 

 

Click or scan this code to access more 

insights at insigneo.com/insights 

  

https://insigneo.com/insights
https://insigneo.com/insights
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Important Legal Disclaimer 
 

 

Insigneo Financial Group, LLC comprises a number of operating 

businesses engaged in the offering of brokerage and advisory 

products and services in various jurisdictions, principally in Latin 

America. Brokerage products and services are offered through 

Insigneo International Financial Services, LLC, headquartered in Puerto 

Rico, and through Insigneo Securities, LLC, headquartered in Miami. 

Both are members of the Financial Industry Regulatory Authority 

(FINRA) and Securities Investors Protection Corporation (SIPC). 

Investment advisory products and services are offered through 

Insigneo Advisory Services, LLC, an investment adviser registered with 

the Securities and Exchange Commission. In Uruguay, advisory 

services are offered through Insigneo International Asesores de 

Inversion Uruguay, SA, Insigneo Asesores de Inversion Latam, SRL, and 

Insigneo Asesores de Inversion de Uruguay, SRL, in Argentina through 

Insigneo Argentina, SAU, and in Chile through Insigneo Asesorias 

Financieras, SPA. Collectively, these eight operating businesses make 

up the Insigneo Financial Group. To learn more about the Broker 

Dealers including their conflicts of interest and compensation 

practices, please go to https://insigneo.com/disclosures/ or via 

www.finra.org. To learn about Insigneo Advisory Services, LLC and any 

conflicts related to its advisory services, please see its Form ADV and 

brochure which can be found at Investment Advisor Public Disclosure 

website https://adviserinfo.sec.gov/ 

 

 

FOR AFFILIATES LOCATED IN CHILE 

Insigneo Asesorías Financieras SPA se encuentra inscrito en Chile, en 

el Registro de Asesores de Inversión de la Comisión para el Mercado 

Financiero. Este informe fue efectuado por área de Research & 

Strategy de Insigneo Securities LLC. o sus proveedores, en base a la 

información disponible a la fecha de emisión de este. Para evitar 

cualquier conflicto de interés, Insigneo Securities LLC dispone que 

ningún integrante del equipo de Research & Strategy tenga su 

remuneración asociada directa o indirectamente con una 

recomendación o reporte específico o con el resultado de una cartera. 

 

Aunque los antecedentes sobre los cuales ha sido elaborado este 

informe fueron obtenidos de fuentes consideradas confiables, no 

podemos garantizar la completa exactitud e integridad de estos, no 

asumiendo responsabilidad alguna al respecto Insigneo Securities LLC, 

Insigneo Asesorías Financieras SPA ni ninguna de sus empresas 

relacionadas. 

 

Este material está destinado únicamente a facilitar el debate general y 

no pretende ser fuente de ninguna recomendación específica para una 

persona concreta. Por favor, consulte con su ejecutivo de cuentas o 

con su asesor financiero si alguna de las recomendaciones específicas 

que se hacen en este documento es adecuada para usted. Este 

documento no constituye una oferta o solicitud de compra o venta de 

ningún valor en ninguna jurisdicción en la que dicha oferta o solicitud 

no esté autorizada o a ninguna persona a la que sea ilegal hacer dicha 

oferta o solicitud. Las inversiones en cuentas de corretaje y de 

asesoramiento de inversiones están sujetas al riesgo de mercado, 

incluida la pérdida de capital. 

La información base del presente informe puede sufrir cambios, no 

teniendo Insigneo Securities LLC ni Insigneo Asesorías Financieras SPA 

la obligación de actualizar el presente informe ni de comunicar a sus 

destinatarios sobre la ocurrencia de tales cambios. Cualquier opinión, 

expresión, estimación y/o recomendación contenida en este informe 

constituyen el juicio o visión de área de Research & Strategy de 

Insigneo Securities LLC. o sus proveedores, a la fecha de su 

publicación y pueden ser modificadas sin previo aviso. 

 

 

FOR AFFILIATES LOCATED IN URUGUAY 

En Uruguay, los valores están siendo ofrecidos en forma privada de 

acuerdo al artículo 2 de la ley 18.627 y sus modificaciones. Los valores 

no han sido ni serán registrados ante el Banco Central del Uruguay para 

oferta pública. 

 

 

FOR AFFILIATES LOCATED IN ARGENTINA 

Insigneo Argentina S.A.U. Agente Asesor Global de Inversión se 

encuentra registrado bajo el N° 1053 de la Comisión Nacional de 

Valores (CNV) e inscripto ante la Inspección General de Justicia (IGJ) 

bajo el N° 12.278 del Libro 90, Tomo –, de Sociedades por Acciones. 

Este informe fue efectuado por área de Research & Strategy de 

Insigneo Securities LLC. o sus proveedores, en base a la información 

disponible a la fecha de su emisión. Para evitar cualquier conflicto de 

interés, Insigneo Securities LLC dispone que ningún integrante del 

equipo de Research & Strategy tenga su remuneración asociada 

directa o indirectamente con una recomendación o reporte específico 

o con el resultado de una cartera. Aunque los antecedentes sobre los 

cuales ha sido elaborado este informe fueron obtenidos de fuentes 

consideradas confiables, no podemos garantizar la completa exactitud 

e integridad de estos, no asumiendo responsabilidad alguna al 

respecto Insigneo Securities LLC, Insigneo Argentina S.A.U. ni ninguna 

de sus empresas relacionadas. La información base del presente 

informe puede sufrir cambios, no teniendo Insigneo Argentina S.A.U. la 

obligación de actualizar el presente informe ni de comunicar a sus 

destinatarios sobre la ocurrencia de tales cambios. 

 

Este material está destinado únicamente a facilitar el debate general 

y no pretende ser fuente de ninguna recomendación específica para 

una persona concreta. Por favor, consulte con su ejecutivo de 

cuentas o con su asesor financiero si alguna de las recomendaciones 

específicas que se hacen en este documento es adecuada para 

usted. Este documento no constituye una oferta, recomendación o 

solicitud de compra o venta de ningún valor negociable en ninguna 

jurisdicción en la que dicha oferta o solicitud no esté autorizada o a 

ninguna persona a la que sea ilegal hacer dicha oferta o solicitud. Las 

inversiones en valores negociables están sujetas al riesgo de 

mercado, incluida la pérdida parcial o total del capital invertido. 

Cualquier opinión, expresión, estimación y/o recomendación 

contenida en este informe constituyen el juicio o visión de área de 

Research & Strategy de Insigneo Securities LLC. o sus proveedores, a 

la fecha de su publicación y pueden ser modificadas sin previo aviso. 


