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Headlines 

▪ Copper has entered a new golden age, regardless of the economic recovery 

▪ Renewable energies and the digitalisation of the economy accelerate the demand for copper 

▪ Lack of investment in exploration and aging mining assets raise concerns about a supply deficit 

▪ The price of mining companies closely tracks the price of commodities (see Chart of the Week) 

 

Chart of the Week 

"Dr Copper is giving us a lesson in economics again." 
 

 
    

 

Analysis of the fundamentals  

"The Copper Age" 

The Copper Age, which began around 2500 B.C., marked the beginning of the use of metals found in the natural state by 

mankind. Copper was the first great discovery, although gold soon followed. This discovery marked a turning point, as the 

raw materials used until then, which were difficult to shape, were replaced by a malleable metal as required. Nearly 4500 

years later, we could experience a new "copper age" with the advent of renewable energies and the digital revolution.  
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Today the price of copper tends to predict the health of our economy, hence its nickname Dr Copper, as it is present in 

the production of many products and infrastructures. Copper is widely used in electrical equipment (wiring), 

construction (roofs, pipes), electronics (printed circuit boards) and much more (see Chart 2). 

 

Chart 2 - Copper Usage  (%) Chart 3 - Copper Demand by Sector (Mt) 

   

 

Demand is expected to accelerate 

While the macro-economic environment remains uncertain and the latest confinements have reduced copper 

consumption in the short term, the fundamentals for the companies involved in this industry are improving.  

According to a recent McKinsey report, copper consumption could increase by 43% thru 2035 (see Chart 3). Overall 

demand for copper could therefore grow between 3% and 6% per year, supported by policies to reduce the carbon 

footprint, such as the development of renewable energies and electromobility. Renewable energy systems require five 

times more copper than conventional energy and an electric vehicle can contain one kilometre of copper wire, four times 

more than a combustion engine. E-mobility research conducted by IDTechEx shows that copper will play a key role in 

three key areas: energy storage, recharging infrastructure, and the production of electric vehicles.  

Other raw materials, such as Nickel, Cobalt and Zinc, will also benefit from the accelerated transition towards renewable 

energies and electromobility (see Chart 4). They are notably used in the composition of batteries, grids, and electronic 

components. 

 

Chart 4 - Projected annual growth in demand for raw materials   

  2010-2019 2020-2050F 2019 2050F 2019-2050 growth 

Copper 0.5 Mt p. a. 1.0Mt p. a. 29.6Mt 60.1Mt 103% 

Nickel 111kt p. a. 225kt p. a. 2.5Mt 9.2Mt 268% 

Cobalt 7kt p. a. 13kt p. a. 129kt 507kt 293% 

Zinc 262kt p. a. 523kt p. a. 13.9Mt 28.8Mt 107% 
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The supply is in structural deficit in the medium term. 

On the supply side, mine supply and scrap metal flows were severely disrupted early last year by the emergence of the Covid-

19 crisis, reducing scrap and concentrate imports to China. China responded by deciding to increase its refined copper 

inventories. However, these imports have been added to strategic stocks and are unlikely to be on the market in the near future. 

China alone accounts for 50% of global demand for refined copper.  

The world growth expected in 2021 should generate a structural deficit in copper supply in relation to demand, which not 

only concerns China but also all the countries that are betting on economic recovery through massive investment in 

infrastructure, electrification, and renewable energy. 

Goldman Sachs analysts expect the copper market to post a deficit of 327 thousand tonnes in 2021 (see Chart 5). According to 

Reuters, copper supply is also expected to be in deficit in 2022 and 2023. 

Indeed, the mining industry has invested little in exploration over the past 10 years and the shortage of projects is expected 

to support copper prices in the coming years. Chile and Peru, both major copper producers, were hit hard by the Covid-19 

pandemic, with long and severe confinements. Production has been disrupted as a result: according to the International Copper 

Study Group (IPCC), Peru's production fell by 20% in the first half of 2020. At the beginning of September, LME warehouse 

stocks were at their lowest levels since 2005. In the third quarter, shortages were aggravated by strikes and labour disputes. 

 

Chart 5 - Supply shortfalls are expected to push copper prices higher  

 

 

Over the longer term, growth in copper supply is likely to be limited by aging assets, lower ore grades per deposit and fewer 

projects planned or underway. In addition, major expansion projects face difficulties and long lead times. To meet demand, 

the industry will need not only to continue mining, but also to increase the percentage of recycling of ore already mined. 
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Market analysis  

"Copper producers" 

The mining industry started the year on a high note thanks to its strong correlation with the price of raw materials, 

including copper. The STOXX Europe 600 Basic Resources index (SXPP) is the sector with the best performance since the 

beginning of the year and since the lows of March 2020, up 14.2% and +118% respectively. 

Despite this strong outperformance against the STOXX Europe 600 index, the sector is still trading at a 47% discount in 

terms of EV/EBITDA, i.e. 6x vs. 11.3x for the STOXX Europe 600, compared to a historical average evolving around a 27% 

discount over the last 10 years (see Chart 6). 

Chart 6 - the EV/EBITDA discount is increasing              Chart 7 – Free cash flow yield  

     

   

The largest copper producers are Codelco, Glencore and BHP Billiton (see Chart 8). Among the companies most exposed to 

copper are Antofagasta, Freeport McMoRan and Lundin Mining with 90%, 80% and 66% of their revenues from copper 

exploration and production respectively (see Chart 9). 

 

Chart 8 - The 10 largest copper producers               Chart 9 - Share of revenues from copper  
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Mining companies’ strong balance sheets and rising commodity prices suggest that dividends and share buybacks are 

likely to increase. Cash flow returns are currently close to 8% for the sector (see Chart 7) and could increase while capital 

expenditures remain limited. Among the companies already offering high dividend yields and cash flows are Southern 

Copper, Rio Tinto, and BHP Billiton. 

 

Conclusion:  

Raw materials offer good protection in the event of an inflationary cycle. Furthermore, they should continue to appreciate 

as the economy recovers even if core inflation remains low.  

We have certainly begun a new age of copper that could last for years, even decades. This new cycle is supported by 

strong and accelerating demand while supply could remain below it for the next three years while mining exploration 

adjusts to demand.  

The performance of the copper producing mines shows that investors have already anticipated the increased demand for 

copper and its rising prices. This bull market cycle could continue for several years and push valuations higher. 
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Returns on Financial Assets 

Total return performance by asset class 

   

Markets Performances

(local currencies)
Last Price

Momentum 

Indicator (RSI)
1-Week (%) 1-Month (%)

2021

Year-to-Date (%)
2020 (%) 2019 (%)

Equities
World (MSCI) 679.7         62.74 -0.3% 2.9% 5.4% 16.9% 27.3%
USA (S&P 500) 3 907         60.20 -0.7% 3.0% 4.2% 18.4% 31.5%

USA (Dow Jones) 31 494       61.91 0.2% 2.0% 3.2% 9.7% 25.3%

USA (Nasdaq) 13 874       60.69 -1.5% 5.2% 7.8% 45.1% 36.7%

Euro Area (DJ EuroStoxx) 410.1         59.10 0.2% 2.6% 4.3% 0.8% 27.3%

UK (FTSE 100) 6 588         51.73 0.7% -1.1% 2.8% -11.4% 17.2%

Switzerland (SMI) 10 619       43.71 -1.6% -1.6% 0.0% 4.3% 30.2%

Japan (Nikkei) 30 156       65.58 1.7% 4.8% 9.4% 18.3% 20.7%

Emerging (MSCI) 1 430         63.75 0.1% 3.6% 10.8% 18.8% 18.8%

Brasil (IBOVESPA) 118 431      48.87 -0.8% -1.8% -0.5% 2.9% 31.6%

Russia (MOEX) 3 426         55.56 0.6% -0.6% 4.9% 14.8% 38.4%

India (SENSEX) 50 022       57.35 -1.3% 3.1% 6.6% 17.2% 15.7%

China (CSI) 5 597         68.23 -0.5% 6.3% 10.9% 29.9% 39.2%

Energy (MSCI World) 162.9         64.01 3.0% 2.4% 13.6% -27.7% 13.9%

Com. Serv. (MSCI World) 110.75       67.37 -0.5% 8.7% 10.1% 24.2% 25.1%

Materials (MSCI World) 347.2         63.52 1.5% 1.8% 5.6% 21.6% 20.8%

Info. Tech. (MSCI World) 483.5         60.58 -1.1% 4.9% 6.5% 46.2% 47.5%

Utilities (MSCI World) 148.0         34.92 -1.7% -3.2% -2.1% 4.8% 22.3%

Financials (MSCI World) 133.3         69.97 2.0% 3.5% 8.0% -3.1% 24.1%

Cons. Staples (MSCI World) 260.0         40.96 -1.2% -0.6% -2.8% 8.8% 22.4%

Health Care (MSCI World) 322.7         43.47 -2.2% -2.0% 1.5% 15.4% 23.3%

Cons. Discret. (MSCI World) 405.9         61.14 -0.6% 4.1% 7.1% 37.0% 28.2%

Industrials (MSCI World) 299.8         61.09 0.1% 2.0% 3.6% 11.8% 27.2%

Bonds (FTSE)
USA (7-10 Yr) 1.38% 23.51 -1.1% -1.9% -3.2% 9.3% 7.4%

Euro Area (7-10 Yr) -0.05% 23.73 -1.0% -1.4% -1.6% 4.5% 6.7%

Germany (7-10 Yr) -0.29% 22.78 -0.9% -2.0% -2.2% 3.0% 3.0%

UK (7-10 Yr) 0.73% 23.02 -1.3% -3.1% -3.7% 5.4% 4.8%

Switzerland (7-10 Yr) -0.22% 24.99 -0.6% -1.1% -1.4% 0.4% 2.0%

Japan (5-10 Yr) 0.13% 27.67 -0.3% -0.4% -0.5% -0.1% 0.0%

Emerging (5-10 Yr) 4.15% 27.58 -1.2% -1.0% -2.5% 5.2% 13.3%

USA (IG Corp.) 1.97% 32.35 -0.7% -1.3% -2.5% 9.9% 14.5%

Euro Area (IG Corp.) 0.32% 30.74 -0.2% -0.5% -0.5% 2.8% 6.2%

Emerging (IG Corp.) 3.53% 62.56 0.0% 0.3% 0.1% 8.1% 13.1%

USA (HY Corp.) 3.99% 76.42 0.0% 0.8% 1.3% 7.1% 14.3%

Euro Area (HY Corp.) 2.97% 77.57 0.0% 0.7% 1.5% 2.3% 11.3%

Emerging (HY Corp.) 5.92% 49.32 -0.5% 0.4% -0.7% 4.3% 11.5%

World (Convertibles) 466.2         65.92 -0.6% 4.0% 8.9% 38.8% 17.3%

USA (Convertibles) 640.6         68.09 -0.7% 5.5% 11.3% 54.5% 22.8%

Euro Area (Convertibles) 4 082         45.80 -0.6% -0.5% -0.8% 6.1% 7.6%

Switzerland (Convertibles) 186.3         26.97 -0.2% -0.3% -0.3% 0.5% 2.4%

Japan (Convertibles) 200.6         62.26 -0.2% 1.9% 3.2% 2.8% 2.6%

Hedge Funds (Crédit Suisse)
Hedge Funds Indus. 669.9         62.31 n.a. -0.2% -0.2% 2.5% 9.3%

Distressed 861.8         64.41 n.a. 0.3% 0.3% 1.5% 1.4%

Event Driven 729.4         69.24 n.a. 1.4% 1.4% 3.1% 8.2%

Fixed Income 379.0         72.83 n.a. 1.3% 1.3% 2.2% 6.1%

Global Macro 1 103.0      69.94 n.a. 0.3% 0.3% 2.0% 10.4%

Long/Short 832.1         62.24 n.a. 1.2% -2.8% 3.6% 12.2%

CTA's 312.0         54.94 n.a. -1.2% -1.2% -3.2% 9.0%

Market Neutral 273.1         52.52 n.a. -0.1% -0.1% -0.1% 1.6%

Multi-Strategy 648.3         69.15 n.a. -0.5% -0.5% 1.4% 7.3%

Volatility
VIX 22.05         47.18 10.4% -5.1% -3.1% 65.1% -45.8%

VSTOXX 20.48         45.22 2.1% -5.8% -12.3% 67.5% -41.5%

Commodities
Commodities (CRB) 481.1         87.26 2.3% 5.3% 8.4% 10.5% -1.9%

Gold (Troy Ounce) 1 793         39.68 -1.4% -3.4% -5.5% 24.9% 18.3%

Oil (WTI, Barrel) 59.24         68.16 -0.4% 11.8% 22.1% -20.5% 34.5%

Oil (Brent, Barrel) 62.73         67.21 -1.2% 12.1% 21.4% -23.0% 24.9%

Currencies (vs USD)
USD (Dollar Index) 90.389       46.25 -0.1% 0.2% 0.5% -6.7% 0.2%

EUR 1.2117       51.14 -0.1% -0.4% -0.8% 9.7% -2.2%

JPY 105.77       37.37 -0.4% -1.9% -2.4% 5.3% 0.9%

GBP 1.4001       70.16 0.7% 2.3% 2.4% 2.8% 3.9%

AUD 0.7868       67.83 1.1% 2.0% 2.3% 9.5% -0.4%

CAD 1.2637       58.38 0.0% 0.8% 0.7% 1.8% 5.0%

CHF 0.9000       40.54 -1.1% -1.6% -1.6% 9.8% 1.4%

CNY 6.4671       51.45 -0.1% 0.2% 0.9% 6.7% -1.2%

MXN 20.658       34.33 -3.4% -3.3% -3.6% -4.9% 3.8%

EM (Emerging Index) 1 727.4      56.56 -0.1% 0.4% 0.4% 3.3% 3.1%

Source: Bloomberg, Atlantic Financial Group Performance (Negative \ Positive)
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DISCLAIMER  

     
This document is issued by Atlantic Financial Group (hereinafter “Atlantic”). It is not intended for distribution, publication, or use in any jurisdiction where such 
distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document.  

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe to,  purchase, sell or hold any security 
or financial instrument. It contains the opinions of Atlantic, as at the date of issue. These opinions and the information herein contained do not take into account 
an individual’s specific circumstances, objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate to individual 
circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must make his/her own independent 
decisions regarding any securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of each client  and may be 
subject to change in the future. Atlantic does not provide tax advice. Therefore, you must verify the above and all other information provided in the document or 
otherwise review it with your external tax advisors. 

Investment are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, obtain 
independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The information and analysis contained 
herein are based on sources considered to be reliable. However, Atlantic does not guarantee the timeliness, accuracy, or completeness of the information contained 
in this document, nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as well as the prices, market valuations 
and calculations indicated herein may change without notice. Past performance is no guarantee of current or future returns, and the investor may receive back less 
than he invested. The investments mentioned in this document may carry risks that are difficult to quantify and integrate into an investment assessment. In general, 
products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are higher in the case of derivative, structured, and 
private equity products; these are aimed solely at investors who are able to understand their nature and characteristics and to and bear their associated risks. On 
request, Atlantic will be pleased to provide investors with more detailed information concerning risks associated with given instruments. 

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates. These rates may fluctuate and 
adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject to 
supply and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting in price 
volatility and making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such analysts attest that all of the 
opinions expressed accurately reflect their personal views about any given instruments. In order to ensure their independence, financial analysts are expressly 
prohibited from owning any securities that belong to the research universe they cover. Atlantic may hold positions in securities as referred to in this document for 
and on behalf of its clients and/or such securities may be included in the portfolios of investment funds as managed by Atlantic.  
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