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Summary 
 

• Base metals gained 19.86% in Q1  

• Nickel led the way higher in Q1 in a move that threatened the LME’s reputation  

• Double-digit gains in nickel, aluminum, zinc, and tin 

• LME copper and lead posted gains- Iron ore and the Baltic Dry Index prices 
appreciated 

• The war in Ukraine caused significant volatility  
 
Base metal prices fell by 23.43% in 2015, but in 2016 they appreciated by 26.77%. In 
2017, the nonferrous industrial metals sector was the best-performing commodities 
sector posting a 21.99% gain for the year. In 2018, the industrial commodities shed 
15.78% of their value. In 2019, the six LME metals were 1.74% higher than the closing 
level at the end of December 2018. In 2020, they posted a 15.74% gain. In 2021, the 
bullish price action continued with a 38.09% increase. In Q1 2022, the sector added to 
gains with a 19.86% rise. The best performing commodity in the sector in Q1 was LME 
nickel, which gained 54.68%. LME aluminum moved 24.35% to the upside in the first 
quarter, while the LME zinc price rallied 18.10%. LME tin rose 10.42%. LME copper 
moved 6.73% to the upside, and COMEX copper futures were 6.44% higher for the 
quarter. LME lead rallied 4.86% higher. Iron ore, the primary ingredient in steel, posted 
an over 70% gain in 2020 and fell 24.22% in 2021. In Q1 2022, iron ore moved 32.12% 
higher. Meanwhile, the Baltic Dry Index was 62.30% higher in 2021 and moved 6.86% 
to the upside in Q1 2022 as rising fuel costs, a container shortage, and increased 
insurance expenses because the war in Ukraine caused freight rates to climb. 
 
Industrial commodity prices experienced a perfect bearish storm as economic activity 
worldwide ground to a halt as the Coronavirus spread across the globe in Q1 2020. 
When OPEC and Russia abandoned production quotas in early 2020, the price of crude 
oil dropped to the lowest levels in almost two decades. Falling energy prices cause 
production costs to decline, allowing producers to sell at far lower levels. At the same 
time, wild currency volatility and uncertainty in markets across all asset classes weighed 
on the sector. Moreover, a deflationary spiral that began in China and spread across the 
world created the most bearish conditions in the stock market and all other asset classes 
since the 1930s. The markets reached bottoms in March and April 2020 and began to 
recover. In 2021 and Q1 2022, the prices soared. 
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Central banks around the world slashed interest rates in response to the pandemic. 
Monetary and fiscal stimulus programs rose to unprecedented levels. Short-term 
interest rates in the US fell to zero percent, and both the US Fed and ECB fired bazookas 
of liquidity at markets. Typically, falling interest rates support base metals and 
commodities prices as they lower the cost of carrying inventories. However, Q1 2020 
was anything but an ordinary time in markets. The recovery that began in Q2 2020 
picked up bullish steam and continued throughout 2021 and into early 2022, pushing 
prices to multi-year or all-time highs. 
 
As I wrote in 2020: 
 
“If the impact of central bank and government stimulus in the aftermath of the 2008 
financial crisis is an example for industrial commodities, we will likely see prices 
continue to make higher lows and higher highs.”  
 
The long-term effect of liquidity, low interest rates, quantitative easing, increasing debt 
levels, and addressing climate change are bullish for commodity prices.  
 
Meanwhile, the US dollar index’s value rose by 2.89% in Q1 2022 after rising 6.34% in 
2021, which does not typically support industrial raw materials and other commodity 
prices. In 2021, the sector posted gains in an almost perfect bullish storm until May 10, 
when prices ran out of upside steam at much higher levels. Copper rose to a record high 
at nearly $4.90 per pound, surpassing the 2011 peak at the $4.65 level. In Q1, copper 
probed above the $5 per pound level for the first time. All of the base metals, iron ore, 
and the Baltic Dry Index posted gains in Q1 2022 as the bullish trend of higher lows, and 
higher highs continued. Many of the sector members moved to new record peaks in Q1 
before pulling back.  
 
The Invesco DB Base Metals product (DBB) reflects the price action in copper, zinc, and 
aluminum on the London Metals Exchange. The base metals tend to move together 
when it comes to macroeconomic issues and risk-off environments. The war in Ukraine 
and rising inflation pushed prices higher over the past three months. The risk of 
corrections increases with the prices of the metals. 
 
The bullish trend that began in 2020 remained intact at the end of Q1 2022.  
 

  

https://seekingalpha.com/symbol/DBB
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Copper 
 
The red metal posted a gain of just over 18% on the COMEX and 17.4% on the LME in 
2016. In 2017, COMEX and LME copper gained 31.57% and 30.25%, respectively. 
Copper was trading at the highest price since 2014 at the end of 2017. Copper on the 
COMEX futures market moved 20.38% lower in 2018. LME copper three-month 
forwards lost 16.83% in 2018. In 2019, the red metal was 6.43% higher in the US’s 
futures market and 3.38% higher on the three-month forward market at the LME in 
London. In 2020, the base metal moved 25.81% higher on COMEX and 25.48% to the 
upside on the LME and led the base metals that trade on the London exchange. COMEX 
and LME copper moved 26.84% and 25.31% higher in 2021, respectively. In Q1, the 
futures and forwards gained 6.44% and 6.73% and reached new all-time highs.  
Copper rose to the highest level in history when Mau COMEX futures traded $5.0395 
per pound on March 7, 2022. The copper price fell to a low of $2.0595 on the 
continuous contract in mid-March 2020 and has made higher lows and higher highs 
over the past two years. Nearby futures were just above the $4.75 level on March 31, 
2022. 
 

 
 
Source: CQG 
 
As the weekly chart highlights, copper moved steadily higher since the March 2020 low. 
The continuous contract reached a peak of $5.01 in March 2022. After reaching the 
record high, the price corrected but was over $4.75 at the end of Q1 2022. 
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Source: CQG 
 
As the daily chart shows, the active month May COMEX copper futures contract 
continued on a bullish path in Q1 2022. Price momentum and relative strength 
indicators were just above neutral readings at the end of the first quarter. Daily 
historical volatility edged lower from 12.69% at the end of Q4 to 11.66% at the end of Q4, 
but it was a bumpy ride. 
 

 
 
Source: CQG 
 
As the monthly chart illustrates, copper fell in March 2020 on the back of the escalation 
of Coronavirus as it spread to Europe, the United States, and worldwide. Copper 
remains in a bullish trend at the end of Q1 2022. Risk-off conditions sent the price of 
copper from $4.2160 to $1.2475 in 2008.  
 
In Q3 2020, I wrote: 
 
“In 2020, the low has been at just below the $2.06 per pound level. If the 2020 low 
turns out to be a bottom like in 2008, the upside prospects for the price of the leader of 
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the base metals sector could be significant. Stimulus and a falling dollar are highly 
supportive of the price of copper.”  
 
At the end of Q4 2021, I wrote: 
 
“The metal has been consolidating above $4 and building cause for the potential of 
higher highs in 2022 and beyond.”  
 
In Q1 2022, copper rose to a new high, probing above the $5 per pound level for the first 
time. 
 
Open interest in the COMEX futures market moved from 181,604 contracts at the end of 
Q4 to 209,743 contracts at the end of Q1, an increase of 28,139 contracts, or 15.49% 
higher over the past three months. The rise in open interest came as the price increased, 
which is typically a technical validation of a bullish trend in a futures market. 
 
A significant indicator of the short-term price direction of the base metal tends to be the 
level of LME stocks. LME stocks rose to a high of over 388,000 tons in March 2018. At 
the end of 2018, they stood at the 130,025-ton level. After falling to a low at 111,175 tons 
in mid-March 2019, stock levels were volatile and stood at the 145,700-ton level at the 
end of Q4 at the end of December 2019. At the end of 2020, inventories were at 107,950 
tons, 25.9% below the previous year’s level. At the end of 2021, they stood at the 88,950-
ton level, a 19,000 or 17.6% decline last year. 
 

 
 
Source: Kitco/LME 
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Stocks moved slightly higher in Q1 2022 and stood at the 91,400-ton level on March 31, 
a rose of 2,450 tons or 2.75%.  
 

  
 
Source: Kitco/COMEX 
 
Meanwhile, stocks on COMEX rose from 68,611 tons at the end of Q4 to 74,733 tons at 
the end of Q1, an increase of 6,122 tons or 8.92%. The net rise in the two exchanges 
totaled 8,572 metric tons. 
 
Copper production suffered in Q2 2020 as mine closures because of the global pandemic 
weighed on output and mining operations throughout South America and other copper-
producing countries worldwide. The return of Chinese demand, economic growth in the 
US, and optimism over the end of the pandemic lifted copper demand and the red 
metal’s price to the highest level ever in Q2. Mines are attempting to increase 
production, but it takes eight to ten years to start new mining projects.  
 
Many analysts believe copper demand will continue to outstrip supplies in the coming 
years, causing a deficit in the red metal. Meanwhile, the demand side of the 
fundamental copper equation continues to rise as copper is required for EVs and many 
other green energy initiatives that will replace fossil fuels as the US embarks on a 
greener path.  
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When it comes to production, Chile is the world’s leading producer. In Q4 2021, the 
election of a young activity with socialist ideology could lead to less production and 
efficiency and the potential of a nationalization of copper mining. While the demand 
side continues to rise, supplies look like they will not keep pace with global 
requirements. 
 
US interest short-term interest rates declined to the levels seen in the aftermath of the 
2008 global financial crisis during Q1 and Q2 2020 at zero percent. Fiscal and monetary 
policy stimulus rose to unprecedented levels since March. The Fed’s willingness to 
tolerate inflation above the 2% target rate, weakness in the US dollar, and the tidal wave 
of liquidity were bullish for the price of copper and other commodities in 2020 and early 
2021. However, the bond market did not cooperate with the Fed as interest rates rose 
further out along the yield curve. At the end of Q1, the Fed begin increasing the short-
term Fed Funds Rate. However, real interest rates look set to remain in negative 
territory over the coming months and years, which is bullish for all commodities, 
including copper and industrial metals. The US central bank is far behind the 
inflationary curve going into the second quarter of 2022. 
 
Higher US rates caused the dollar index to rise from the January 2021 low at the 89.165 
level. The rising dollar typically weighs on copper and other commodities. However, the 
dollar index measures the dollar against other world reserve currencies. When it comes 
to fiat currencies’ purchasing power, they are all declining, and the US dollar is no 
exception. Inflation erodes money’s value.  
 
Copper traded to lows of under $1.25 in 2008 in the wake of the world financial crisis. 
In 2000, the price of the red metal was 85 cents per pound. Before the mid-2000s, 
copper never traded above $1.6065 per pound. Copper traded to a low of $1.9355 in 
January 2016, which is a critical support level below the mid-March bottom at $2.0595. 
Copper recovered and traded to its highest price ever as rising inflation gripped 
markets. The decline in the bond market was a validation of inflation concerns. As long 
as real rates remain negative, the potential for inflationary pressures will underpin the 
economy. 
 
Copper was in a bear market from 2011 through the beginning of 2016. After ten months 
of consolidation, the metal broke out to the upside, and the bear of past years had 
turned into a raging bull in 2017. The first half of 2018 had been a year of consolidation, 
but during Q3 2018, copper broke to the downside, and the price fell to a marginally 
lower low in Q3 2019. Copper reversed higher on the daily chart in September 2019 and 
followed through on the upside in Q4 as optimism rose over a de-escalation of the trade 
war between the US and China. The global pandemic dealt copper and markets across 
all assets a dramatic blow in Q1 2020. Since mid-March 2020, the copper market 
experienced a V-shaped recovery that took it to a higher record high in Q2 2021 and an 
even higher level in Q1 2022. The path of least resistance for the price of the red metal at 
the end of Q1 remained higher, but risk of corrections rises with the price.  
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The decline in energy prices in March and April 2020 pushed production costs lower, 
but NYMEX crude oil recovered to the $100 per barrel level at the end of Q1 2022 after 
rising to a multi-year at $130.50 per barrel in March. Brent’s peak was at over $139 per 
barrel. The virus caused labor shortages and mine closures that weighed on output. 
Inflation and green energy initiatives are boost the price. Wide price variance in the 
copper futures and forward market, as well as all other markets, is likely to continue 
over the coming months.  
 
As I wrote over the past quarters: 
 
“If 2008 is an example for the copper market, we could see far higher prices for the red 
metal in the coming months and years.” 
 
Nearby copper futures on COMEX settled at $4.7510 on March 31, and three-month 
forwards on the LME were at $10,375 per ton. Copper gained 6.44% on COMEX and 
6.73% on the LME in Q1 2022, as the bullish trend continued.  
 

Copper Prospects for Q2 2022 
 
Copper’s bull market that commenced in January 2016 had been almost picture-perfect 
as it has never violated a technical support level on the weekly chart. The pattern held 
over the first six months of 2018, but in Q3, the price fell significantly, destroying the 
bullish trend from a technical perspective. In Q1 2020, after rising to a marginal new 
high at just under $2.90 per pound, the price fell sharply on the back of the global 
pandemic and halt in business activity. The V-shaped recovery in Q2 2020 through Q2 
2021 took the price to a new record high. The price briefly probed below $4 in August 
2021, before recovering a moving to a new and higher high in Q1 2022. Inflation, 
Chinese economic growth, a US infrastructure rebuilding package, green energy 
initiatives are all bullish for the price of copper.  
 
In Q2 2021, Goldman Sachs’ analysts called copper “the new oil,” projecting the price 
would rise to the $11,000 per ton level in 2021. The high in May was at $10,724.50, close 
enough. In Q1 2022, the price rose to $10,845 per ton. Goldman Sachs told the copper 
market to expect prices at the $14,000-$15,000 level by 2025 as demand continues to 
rise and new projects could take a decade to come on stream. Other analysts are calling 
for even higher price targets for the red metal as copper is a critical ingredient in 
technology, EVs, and other environmental initiatives. Goldman’s level would push 
COMEX futures to over the $6.80 per pound level. 
 
The path of least resistance for copper will depend on China, green energy initiatives, 
and the global economy. While the dollar index moved 6.97% higher in 2021 and 2.89% 
higher in Q1 2022, the value of all fiat currencies has declined under the weight of 
inflation. 
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Typically, interest rates, the level of the US dollar, and Chinese economic growth are 
leading factors that drive the price of copper. We are facing anything but ordinary times 
as we head into Q2 2022. During the worst risk-off-period since the 1930s in February 
and March, we witnessed wide price ranges. The V-shaped recovery in the copper 
market was a sign that the metal remains an essential building block of infrastructure 
worldwide, and China’s appetite for the red metal is robust. The war in Ukraine has only 
increased inflationary pressures. Higher energy prices increase the production cost for 
copper and all other raw materials.  
 
Copper traded in a range from $9,458 to $10,845 per ton on the LME and from $4.2820 
to $5.0395 on COMEX in Q1 2022. In Q1, copper moved to a new record peak. Copper 
finished the first quarter just above the middle of the Q1 range on both the forward and 
futures markets. Copper is a leading indicator for commodities. The move above the $5 
level was a significant event. As we head into Q2, the risk of corrections will increase 
with the price of the nonferrous metal. The most brutal downdrafts often occur during 
bull markets. 
 
As I wrote at the end of Q1 2020: 
 
“If Coronavirus impacts production and inventories decline when business activity 
begins to come back online, we could wild swings on the back of the mountains of 
liquidity that will have a depressive effect on currencies. Fasten your seatbelts in all 
markets but keep an eye on copper because it could provide signals for other asset 
classes. In a world gripped by illness, Doctor Copper could provide clues.”  
 
Copper told us that 2020 is turning out to be a lot like 2008. After falling to a low of 
$1.2475 in the aftermath of the global financial crisis, copper recovered and rose to a 
new all-time high in 2011 at $4.6495 per pound. In Q2 2021 and Q1 2022, it surpassed 
that level, with analysts calling for much higher prices in the coming years on the back 
of rising demand and supplies that will not keep pace. Technical resistance on the May 
COMEX futures stands at $5.0395 per pound, the March 7 high in the red metal. 
Support is at $4.2880, the January 31 low. I am bullish on the prospects for the copper 
market as we head into Q2 2022 as the trend is always your friend, and it is higher on a 
medium and long-term basis. While I expect copper to continue to move higher, the risk 
of corrections will continue to rise with the price of the metal. The similarities between 
copper’s price action in 2008 and 2020 are uncanny.  
 
As I wrote at the end of 2021: 
 
“copper could be in the early days of a rally that will take the price to much higher 
levels.”  
 
Supply and demand fundamentals favor the upside along with the technical trend. 
When fundamentals and technicals agree, the potential for significant long-term trends 
to remain intact is high. I remain a copper bull at the end of Q1 2022.  
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Aluminum 
 
The aluminum price moved 12.43% higher in 2016 after falling by 18.35% in 2015. In 
2017, aluminum moved 32.33% higher, but the base metal fell by 17.99% in 2018. Three-
month LME aluminum forwards moved 0.92% lower over in 2019. Aluminum forwards 
on the LME were 8.28% higher in 2020. In 2021, aluminum’s price rose 41.76%. The 
bullish price action continued in Q1, pushing aluminum forwards to a new all-time high, 
and a gain of 24.35% for the first three months of 2022.  
 
While trade was the critical issue for the aluminum market in 2018 and 2019, like all 
other markets, the halt of the global economy on the back of the worldwide pandemic 
weighed on the price of the nonferrous metal leading to an almost 11.35% decline over 
the first half of 2020. In Q3 and Q4 2020, the base metal erased the losses and posted a 
significant gain for last year. In Q1 through Q3 2021, the price continued to rise. 
Increasing aluminum demand in China and the US, rising freight costs, and tight scrap 
supplies fueled the rally in the aluminum market. Worldwide demand for aluminum has 
been climbing. Aluminum rose to a higher high in Q4 2020 in mid-October despite sales 
from China’s strategic stockpiles. The price pulled back from the new multi-year peak. 
In Q1 2022, aluminum reached a new record peak at over $4,000 per ton before 
correcting lower.  
 
A US infrastructure program only puts more upside pressure on prices in 2022. 
Simultaneously, policies that address climate change will weigh on production in China, 
the US, and other countries. Smelting and refining that pollute the environment are 
likely to face stricter regulations. The rise in energy prices also puts upside pressure on 
aluminum prices as energy is a critical component of production costs. Many smelters 
and refiners are investigating net-zero carbon processes. 
 
Meanwhile, Russia is a leading producer of the metal. The war in Ukraine and sanctions 
pushed aluminum forwards to a new record high of over $4,070 per ton in early March.  
Aluminum inventories on the London Metals Exchange fell from 939,200 metric tons at 
the end of Q4 to 646,850 tons at the end of Q1 2022, a decline of 292,350 tons or 31.13% 
in Q1 after a significant decrease in 2021.  
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Source: Kitco/LME 
 
As the one-year chart highlights, aluminum stocks steadily declined from March 2021 
through the end of Q1 2022 and were at the lows on March 31. 
 
After rising steadily throughout 2021, shares of Alcoa (AA) moved from $59.58 on 
December 31, 2021, to $90.03 on March 31, 2022, adding another 51.11% gain. AA 
shares reached a low of $5.16 in March 2020 and have moved nearly 17.5 times higher 
over the past two years. AA outperformed aluminum and the stock market in Q3 and Q4 
2021, and Q1 2022. Producers often experience leveraged performance compared to the 
commodity price.  
 
Like copper, aluminum is a critical industrial metal for decarbonization. Moreover, 
decarbonization means that aluminum production techniques of the past will be 
changing, weighing on output. The Russian invasion of Ukraine and sanctions put 
upward pressure on the metal’s price in Q1 2022. However, aluminum was already 
surging higher before the first significant war in Europe since World War II.  
 

  

https://seekingalpha.com/symbol/AA
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Aluminum Prospects for Q2 2022 
 
2020 began on a note of optimism as the US and China agreed on a “phase one” trade 
deal. However, Coronavirus and its toll on humanity and the global economy caused the 
price to move 11.35% lower over the first six months of 2020. The price action from Q3 
through Q4 2021 was a function of stimulus from central banks and governments and 
the trend towards decarbonization. In Q1 2022, sanctions on Russia took the center of 
the stage, but rising energy and other input prices and decarbonization created an 
almost perfect bullish cocktail for the aluminum market. 
 
Aluminum will likely follow the lead of copper and the other base metals in 2022 and 
beyond. The rising demand for the metal as the global economy recovers is bullish for 
the price of the metal. However, rising prices will lead to increased production over the 
coming months and years. Meanwhile, environmental concerns are causing increasing 
regulatory initiatives that curtail output levels. A US infrastructure rebuilding package is 
bullish for aluminum as the metal is a construction requirement.  
 
Moreover, the green energy revolution worldwide is bullish for aluminum demand. 
Producing aluminum is energy intensive. The risk of a correction continues to rise with 
the aluminum price. Fewer worldwide supplies from Russia are weighing on the supply 
side while demand is robust.  

 
Source: LME/Kitco 
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Meanwhile, the trend in aluminum inventories on the LME turned higher in Q1 2021 
but declined in Q2 2021 through Q1 2022. I always view substantial stockpile moves 
higher or lower with a grain of salt as dominant market participants can tamper with the 
market’s mechanism via inventories. Meanwhile, LME aluminum inventories remain 
substantially lower than the 2016 level. 
 
Three-month aluminum forwards on the LME traded in a range from $2,777 to 
$4,073.50 in Q1 2022, with a new high coming in Q1 and closed at the end of March 
above the midpoint of Q1’s trading range. Aluminum closed Q1 at $3,491 per ton. The 
price action in AA shares was explosive in Q1 and followed through on the upside 
throughout 2021, and Q1 2022 as the stock outperformed aluminum’s price rise over the 
past three months.  
 

 
 
Source: BarChart 
 
As the chart shows, AA shares traded to a high of $98.09 in March 2022. The next 
upside technical target stands at the May 2008 $100.26 peak and the July 2007 $109.22 
all-time high. 
 
 



Base Metals & Industrial Commodities 

Q1 Overview/Q2 Outlook 2022 

    

 

15 

Any long positions in aluminum or AA shares require tight stops, given the potential for 
wide volatility over the coming months. AA rose from $5.16 in March 2020 to $98.09 in 
March, an explosive move. Stimulus and liquidity and the potential for a US 
infrastructure program lit a bullish fuse under the aluminum market. Sanctions on 
Russia and the geopolitical landscape poured fuel on the fire.  
 
As I wrote at the end of Q2 2022: 
 
“While Chinese sales from strategic reserves could weigh on prices, it may ultimately 
turn out bullish for the nonferrous metal.”  
 
Despite four auctions since July 2021, aluminum continued to power higher. Aluminum 
reached an all-time peak at $3,340 per ton in 2008. In Q1 2022, it blew through that 
level, reaching $4,073.50 per ton and settled at over the 2008 high on March 31.  
 
As I wrote at the end of Q4 2021: 
 
“Aluminum can have room to move higher if 2008 is a model for 2020 and the coming 
years. After all, the stimulus levels are higher, decarbonization supports the metal, and 
the US and Chinese infrastructure building will boost the demand side of aluminum’s 
fundamental equation.”  
 
Adding Russia to the equation propelled aluminum higher. The risk of a correction 
remains high at over $3,490 per ton. However, the trend remains higher even though 
aluminum closed Q1 at over $580 per ton below the March record high.  
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Nickel 
 
The price of three-month LME nickel, a highly volatile metal, plunged by an astonishing 
42.57% in 2015 and then rallied by 15.98% in 2016. In 2017, nickel posted a gain of 
21.90%. Nickel posted a 13.17% loss in 2018. Nickel moved 31.79% higher in 2019 as the 
market prepared for Indonesia’s export ban that started on January 1, 2020. In 2020, 
nickel’s price moved 17.99% higher. In 2021 nickel posted a 24.99% gain. In Q1 2022, 
the price soared to a new record peak at $101,365 per ton, threatening the viability of 
the LME. The price gained 54.68% in Q1 as Russia is the world’s third-leading nickel 
producer. Rising demand for batteries and stainless steel and the war in Ukraine, and 
sanctions support the nickel market. Nickel exploded to a new high at over $100,000 in 
early March as a Chinese nickel producer with a short position pushed the price to an 
incredible level. A consortium of banks and the Chinese-owned LME put a package 
together than prevented a default, but the trading suspension and cancelation of 
transactions damaged the exchange’s reputation.  
 
Indonesia is a leading nickel producer. The market had expected a mineral export ban to 
begin in 2022. However, the government accelerated the ban, which started on January 
1, 2020. The price of nickel exploded higher on the back of the export ban in Indonesia 
in 2019. The trend toward electric automobiles continues to underpin the nickel market. 
In early 2022, Russia’s invasion of Ukraine lit a bullish fuse in the nickel market.  
 
Nickel was the best-performing base metal in 2019 and the only metal to post a double-
digit percentage gain for the year. Coronavirus in Q1 2020 caused the price of nickel to 
implode, but the price held the $11,000 per ton level and moved higher over the second 
and third quarters. The explosion in demand for EVs boosted the price of nickel, which 
is a critical metal for batteries. As the demand for battery metals rose, it supported 
nickel prices in early 2022 until the Russian invasion, sanctions, and the problems 
caused by a short position by a leading Chinese producer and trader. 
 
At the end of Q4 2021, LME nickel stocks were at the 101,886-ton level and moved to 
72,570 tons at the end of Q1 2022, a decrease of 29,316 tons or 28.77% after falling by 
over 35% in Q4 2021. The Indonesian export ban and rising demand for electric vehicle 
batteries provided support for the price of nickel, but the worldwide pandemic was the 
overriding factor for the price path of the metal in early 2020. In Q2 through Q4 2020, 
nickel rose with the rest of the base metals sector, following copper’s lead in the sector. 
In Q1 2021, the price continued to rally but ran into selling at just below the $20,000 
per ton level as it corrected and posted a loss for the quarter. In Q2, the price rebounded 
with copper and the other base metals. In Q3, it again moved above $20,000 and made 
a higher high before pulling back to the $18,100 per ton level. In Q4, it closed the year 
above the $20,000 level, which has become a pivot point for the nonferrous metal. In 
Q1, the price rose by over five times at the high before pulling back to the $32,000 per 
ton level at the end of March 2022. 
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Exchange nickel stocks tend to be a higher grade suitable for battery production, while 
nickel for steelmaking requires a lower grade. These days, only around 5% of annual 
nickel production goes into batteries, while 1% is needed for EV power plants, but that 
percentage fell, particularly with the significant decline in the price of crude oil and 
petroleum-based fuels during the pandemic. Crude oil rose to over the $130 per barrel 
level in Q1 2022 before pulling back, which was supportive of the price of nickel. Elon 
Musk, Tesla’s CEO, called for an increase in “clean nickel” production in Q3 2020, 
which helped propel the price higher. I would not be surprised to see the engineer and 
billionaire acquire nickel mining assets to satisfy his company’s rising demand. Mr. 
Musk continues to negotiate long-term supply contracts with BHP and other producers, 
which is likely to keep upside pressure on the metal over the coming months. Elon 
Musk’s vast assets and nickel requirements favor him when it comes to securing nickel 
assets via a long-term supply deal or an outright purchase of mining assets to guaranty 
the flow of the nonferrous metal. The expanding addressable EV market means there is 
growing competition for nickel over the coming years. However, sanctions on Russia 
reduces the availability of nickel, which boosted the price.  
 
When it comes to nickel, iron ore, and steel demand are substantial factors for the price 
of the nonferrous metal. Nickel is highly sensitive to changes in global economic 
conditions, as we witnessed in 2020. In early 2022, it was geopolitics that lifted the 
price. Nickel is a very volatile metal, and we could see a wide price range for the metal 
over the coming months, but the bias remains on the upside. Liquidity and stimulus 
creating inflation underpin the price of nickel and other commodities as we head into 
2022. Infrastructure rebuilding in the US is another bullish factor. Iron ore prices 
moved 26.42% higher in Q1, supporting gains in nickel. 
 
Three-month nickel forwards closed Q1 2022 at $32,107 per ton. The trading range in 
Q1, which was from $20,175 to $101,365 per ton with the high coming in early March 
after Russia’s invasion of Ukraine. Demand from electric cars supports the price and 
makes it a green nonferrous metal. The economic legacy global pandemic will continue 
to be a significant issue facing all markets. Nickel is likely to continue to follow copper 
and steel’s lead over the coming weeks and months. However, it is a thinly traded LME 
metal with the potential for wide price variance, as we witnessed in Q1 2022.  
 

Nickel Prospects for Q2 2022 
 
Nickel tends to be one of the most volatile metals that trade on the London Metals 
Exchange. Over 2017, nickel ran into selling each time the price moved above the 
$12,000 per ton level, which had been critical technical resistance for the base metal. 
$12,000 was critical resistance, but in 2018 and 2019, it had made great strides above 
that level. Nickel traded around the $20,000 pivot point level in 2021. Nickel developed 
a loose correlation with TSLA shares as the high-quality nickel grade that trades on the 
LME is a critical component in EV batteries.  
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In Q1, all bets were off as sanctions on Russia and supply concerns caused an explosive 
price move. The LME did not have price limits and allowed a Chinese producer to carry 
a massive position that went sour, causing reputational damage to the exchange that will 
continue to impact liquidity and prices over the coming months and perhaps years.  
 
Nickel is a thinly traded metal on the LME, and the price can swing from contango to 
backwardation. At the end of Q1, the cash to three-month nickel price was at a 
backwardation of around $75 per ton, which loosened by $85 from the t backwardation 
at the end of Q4 2021. Backwardation is a sign of supply and demand tightness or a 
supply deficit in a market. However, it is also can signify the market expects production 
to increase to meet the rising demand. Contango reflects the expectations for higher 
future prices. The forward curve suffered from the wild price volatility in March.  
 
The Coronavirus trumped the Indonesian export ban in Q1 and Q2 2020, and the price 
of nickel plunged with all of the other members of the base metals sector and markets 
across all asset classes. The recovery on the back of demand for stainless steel and 
batteries was a positive sign for the metal as we headed into 2022. The move to over 
$100,000 per ton was an extraordinary event that drew a new chart point for the 
volatile nonferrous metal.  
 
Keep an eye on nickel inventories as significant changes can cause the price to move 
higher or lower over the coming weeks. Technical support and resistance levels became 
irrelevant after the price swings in Q1. The volatile three-month LME nickel contract 
traded in an incredible $81,190 range in Q1 2022.  
 
As I wrote at the end of Q4 2021: 
 
“We should always expect lots of volatility in the thinly traded nickel forward market on 
the LME. EVs are critical for the price of nickel, and the growing demand for electric 
cars makes nickel one of the most exciting metals that trade on the LME. However, 
stainless steel demand is also a critical driver of nickel’s price, which is pointing higher. 
The Biden administration’s push towards greener energy supports gains in nickel, a 
crucial ingredient in batteries. EV battery chemistries are between 60%-80% nickel. As 
demand rises, the price of nickel could turn higher and soar. The illiquid nature of the 
market could eventually push the price to new all-time highs. In 2007, three-month 
LME nickel hit a high of $51,800 per ton. The price dropped to $9,025 in 2008 and 
recovered to $29,075 in 2011. Nickel has lots of upside room at the $20,757 level at the 
end of 2021. The metal has a long history of explosive price action during bull markets.”  
 
In Q1, the price rose to almost double the 2007 all-time peak before retreating. 
Production from Indonesia, Russia, and other producing countries will be a critical 
factor in Q2 and beyond. The demand side of the fundamental equation points to rising 
requirements over the coming years, and time will tell if production can keep pace with 
the demand. Sanctions on Russia tighten the fundamental equation, so we should expect 
prices to remain at an elevated level.  
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Lead 
 
Lead was the worst-performing nonferrous metal in 2014, falling by 17.65%, and then it 
was the best performing nonferrous metal in 2015, declining by only 3.36% in 2015. In 
2016 lead gained 11.14%. Lead appreciated by an incredible 25.31% in 2017. The price of 
lead fell 19.32% in 2018 and was 4.02% lower in 2019. Lead was only 2.40% higher in 
2020. In 2021 lead moved 16.22% higher. In Q1, the price moved 4.86% higher, making 
lead the worst-performing base metal on the LME. 
 
Lead is a thinly traded metal, and it is always a possibility that there is both price and 
stockpile manipulation in the lead market. Lead stocks on the LME were at the 54,550-
ton level at the end of Q4 2021 and moved to 38,725 tons on March 31, 15,825 tons or 
29.01% lower over the past three months.  
 
Demand for batteries around the world is supportive of the price of the toxic base metal. 
China is, by far, the world's most significant producer and consumer of lead and the 
biggest player in the market, which lends the price of the metal to price manipulation. 
The Chinese anti-pollution policies have increased the demand for electric automobiles, 
which is supportive of the price of lead. There is some degree of correlation between the 
price of oil and lead as higher oil prices increase the demand for electric vehicles and 
falling oil prices do the opposite. Crude oil tanked in Q1 2020, which weighed on lead as 
the virus and risk-off conditions were overwhelming. The energy commodity rebounded 
to over $100 per barrel level in Q1 2022 and closed near that level, supporting lead’s 
price. Economic expansion or contraction around the globe will be the most significant 
factor for the price of lead in 2022 and beyond. On a longer-term basis, lead is a 
promising metal because of its consumption in batteries, a global market that continues 
to grow. 
 

Lead Prospects for Q2 2022 
 
The growth in the battery market around the world and China’s intention to increase the 
number of electric automobiles support demand for and the price of lead. Lead traded in 
a range from $2,183 to $2,700 in Q1 2022 as the price made a higher high than in 2021 
in Q1 2022. Lead closed at the Q1 at $2,416 per ton. Cash to three-month LME lead was 
at a $6 per ton backwardation at the end of Q1. The spread loosened by $35 per ton from 
the end of December 2021 through the end of March 2022. 
 
Liquidity in the lead market is thin, but the metal has had an expanding addressable 
market. The price carnage in the oil market and deflationary spiral weighed on the price 
of lead forwards on the LME in Q1 2020, but the trend from Q2 2020 through Q1 2022 
remains bullish. As we head into Q2, critical technical support for the lead price remains 
at the $2,000 level. Production declines from oil producers and a shift in US energy 
policy that lifted the price of the energy commodity back to over the $130 per barrel 
level at the March high supported gains in lead as the demand for electric vehicles 
increases.  
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Lead’s use in traditional lead-acid batteries is bullish for the prospects of the metal. 
Lead fundamentals are probably the weakest of the base metals that trade on the LME 
because of its toxicity in an environmentally aware world. Lead traded to an all-time 
high of $3,880 per ton in 2007, fell to a low of $875 in 2008, and rebounded to $2,853 
in 2011. Like the other base metals, if 2008 is a model for 2020, we could see higher 
lead prices as the metal follows the other nonferrous metals that trade on the world’s 
leading base metals exchange. High Chinese stock levels have caused lead prices to lag 
other base metals. Lead was the worst-performing base metal in 2021, but it still posted 
a 16.22% gain for the year, reflecting the very bullish price action in the nonferrous 
metals. In Q2, it continued to be the laggard but still managed a positive quarter.  
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Zinc 
 
The zinc price dropped by 25.8% in 2015. Zinc was the best-performing metal on the 
LME in 2016, gaining 59.53%. Zinc added to those gains as it rallied by 27.54% in 2017. 
Zinc moved 25.49% lower in 2018 and was 6.53% lower in 2019. The zinc price moved 
19.87% higher in 2020. In 2021, zinc forwards moved 28.74% higher. In Q1 2022, the 
price gained another 18.10%. Three-month zinc forwards on the LME closed at 
$4,173.50 per ton on March 31, 2022. Zinc made a higher high in Q1 2022 than in 2021. 
 
Supplies of zinc concentrates had been rising because of high prices last year. New 
production from China and Peru weighed on the price of zinc, and lower demand 
because of escalating trade tensions had sent prices significantly lower. The zinc market 
had been tight because of depleted mine supply, but higher prices brought new 
production to the market, and the $2,500 per ton level became a pivot point for the 
metal. In Q1 2020, the global pandemic sent the price below $2,000 per ton, which was 
a level of technical and psychological support. In Q2, zinc traded on either side of the 
$2,000 per ton level. In Q3, the metal returned to the $2,500 level, but in Q4 2020, the 
price kept going and rose to over the $2,800 level. In Q1 2021, the price made a higher 
high above the $2,900 level. In Q2, zinc made a higher high when the price briefly 
moved over $3,000. In Q4, the price posted its most substantial quarterly gain in 2021, 
leading the base metals sector. In early 2022, the rally continued, lifting the zinc price to 
nearly $4,250 per ton.  
 
In Q3 and Q4 2021, the Chinese auctioned off strategic copper, aluminum, and zinc 
stockpiles, which kept the price under pressure. In Q1, the pressure was off, and zinc’s 
price soared along with many other commodities. LME stocks moved from 199,575 tons 
at the end of Q4 2021 to 141,925 tons at the end of March, a decline of 57,650 tons or 
28.89% in Q1. Zinc inventories had been rising significantly in 2020, but they leveled off 
in Q4 as demand rose. In Q1 2021, production increases caused inventories to rise, but it 
did not stop the nonferrous metal’s price from moving higher over the first quarter. The 
stocks dropped in Q2 2021 through Q1 2022 as the demand for base metals and steel 
was robust. The fundamentals for zinc shifted with new production at higher prices, and 
we witnessed a shift in the production and pricing cycles in the zinc market. However, 
robust demand trumped supplies over the past months. 
 
Coronavirus hit all of the base metals in Q1 2020, and the zinc market was no exception. 
In Q2 2020, zinc followed copper and the other metals as they recovered in Q3 and Q4. 
Zinc posted a nearly 20% gain in 2020. Zinc was the third-best performing base metal in 
2020, behind copper and tin. In 2021, zinc was again the third-best performer, as tin 
and aluminum posted more substantial percentage gains. In Q1 2022, zinc continued in 
third place behind nickel and aluminum. Zinc has consistently won the bronze medal in 
the bull market in the nonferrous metals. As we head into Q2, the demand for zinc and 
all base metals continues to support prices. Inflationary pressures are bullish for all of 
the nonferrous metals, and zinc is no exception. Chinese strategic stockpile sales did not 
weigh on zinc in Q4, and the price took off on the upside in Q1 2022.  
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Zinc Prospects for Q2 2022 
 
As the production cycle for the zinc market shifted because of higher prices, more zinc 
concentrates came onto the market, which depressed the price of the metal before the 
global pandemic dealt all of the base metals a bearish blow. We witnessed the first 
significant increases in stockpiles in Q2 2019 as they almost doubled on a quarter-to-
quarter basis. The path of least resistance for zinc’s price will be a function of Chinese 
stainless-steel demand over the coming weeks and months. A US infrastructure 
rebuilding program would increase global requirements for the base metal. Zinc will 
likely follow copper and steel prices over the coming weeks and months. 
 
In Q1 and Q2 2020, inventories rose significantly. In Q4, they leveled off. In Q1, they 
moved over 30% higher. In Q2 through Q4 2021, they declined but remained at high 
levels around 200,000 tons. In Q1 2022, they posted a substantial decline. Zinc traded 
in a range from $3,500.50 to $4,248.00 in Q1 2022 as it made higher lows and higher 
highs over the past years and reached a higher peak in Q1. The price closed Q1, closer to 
the top end of the range for the quarter. Global economic conditions, the value of the US 
dollar, and the impact of stimulus will dictate the path of least resistance for the zinc 
market and all industrial metals in Q2 and beyond. 
 
Supply disruptions have been bullish for zinc. The sudden increase in demand shifted 
the fundamentals for the metal. Rising steel demand is bullish for zinc as it galvanizes 
the metal. A US infrastructure rebuilding program will increase zinc requirements, 
which could exacerbate a deficit in the market. Zinc’s all-time high came in 2006 at 
$4,514 per ton. The price dropped to a low of $1,069 per ton in 2008 and recovered to 
$2,660 in 2010. Zinc made a high in 2018 at $3,586, which was an upside target. Zinc 
rose above that level in Q4 and made a higher high in Q1 2022, with technical resistance 
now at $4,248 and $4,514 per ton, the record high. A continuation of a robust economic 
recovery would be bullish for Zinc. Chinese and US growth are critical for zinc’s path in 
2022. The war in Europe has caused increased volatility in all base metals, and zinc is no 
exception. Moreover, rising inflation is bullish for zinc and all commodities.  
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Tin 
 
Tin is the most volatile and illiquid metal traded on the LME. Tin declined 25.13% in 
2015. In 2016, tin was the second-best performing base metal, rising by 44.10%. In 
2017, tin was the only loser in the base metals sector posting a 5.4% loss. Tin fell 1.89% 
in 2018, making it the best performer of the six base metals that trade on the LME. In 
2019, the price of tin moved 13.26% lower. In 2020, tin rallied 20.42%, making it the 
second-best performing base metal, with copper the leader. In 2021, tin’s price exploded 
91.52% higher. Tin was the best-performing base metal in 2021 after posting an over 
20.4% gain in 2020. Tin’s percentage gain was over twice the level of the second-leading 
nonferrous metal, aluminum. In Q1 2022, tin posted a 10.42% gain and rose to a new 
record higher during the quarter.  
 
China is the world's largest producer and consumer of tin. Indonesian output is on the 
decline, but in other areas of the world, it has risen. Above $20,000 per ton, things got 
dicey for tin throughout 2017, but economic growth in China provided stability and 
support for the price. The $20,000 had become the pivot point for the price of three-
month tin forwards. In 2019, the price moved away from the level on the downside. In 
Q1 2020, tin dropped below the $15,000 level, but it recovered in Q2 through Q4 and 
moved back above the $20,000 long-term pivot point. In Q1 2021, tin made higher 
highs and higher lows, remaining over the $20,000 level throughout the quarter and 
reaching a high of over $27,000 per ton. In Q2, the price surpassed the $30,000 level. 
In Q3, tin made a higher high at $36,594 per ton. In Q4, it rose to $41,000 per ton and 
closed the quarter just below the $39,000 level. In Q1 2022, tin rose to a new record 
high of $51,000 per ton before correcting. Stocks on the LME moved higher in Q1 2022; 
they were at the 2,110-ton level at the end of March, up 90 tons or 4.46% for the quarter. 
Three-month tin forwards on the LME closed at $42,910 per ton on the final day of 
March, well below the Q1 2022 record high. 
 

Tin Prospects for Q2 2022 
 
Tin is a thin market that makes the metal susceptible to wide price swings. When it 
comes to tin, it tends to move on supply and demand fundamentals because of the lack 
of speculative interest. Tin was in a backwardation of $1,350 per ton when it comes to 
cash to three-month forwards on the LME. The market tightened by $810 per ton since 
the end of Q4. I always monitor the supply and demand situation in the tin market by 
watching and paying close attention to the tin spreads. Tin can swing back and forth 
between contango and backwardation, and those moves tend to impact the path of least 
resistance for three-month prices. Tin can be a heavily manipulated market on the LME 
because of the limited liquidity. Supply tightness in tin pushed the price higher. The new 
upside target is the Q1 $51,000 peak. Tin traded in a range from $39,080 to $51,000 in 
Q1 2022. The price of tin continues to make higher lows and higher highs. 
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Tin is one of the world’s oldest metals. The rising demand for electronics is bullish for 
the metal. Before 2021, tin traded to an all-time high in 2011 at $33,210 per ton. The 
metal rallied from a low of $9,755 in late 2008. Tin is a thinly traded metal that can 
explode higher when shortages develop.  
 
As I wrote at the end of Q2 2020: 
 
“We could see a challenge of the all-time three-month peak given the current deficit in 
the illiquid metal. A move to test the $35,000 level is not out of the question.”  
 
Tin reached a new record peak at $51,000 per ton in Q1 and was sitting at near the 
$43,000 level at the end of March. The bull market in base metals continued to push all 
prices higher, and tin was no exception.  
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The Bottom Line: Outlook for Q2 2022 
 
Base metals and industrial commodities are heading into Q2 after continuing the 
spectacular recovery from the worst period since 2008 and perhaps the 1930s when it 
comes to the overall economy. Coronavirus was a reminder that all of the people on the 
planet are in the same boat when battling a health emergency. The impact on markets 
was dramatic, but it was only a symptom of the global pandemic. Central banks and 
leaders treated the effects of the virus, but the answer to the crisis was in the hands of 
scientists to uncover effective treatments and a cure and the health professionals who 
are selflessly treating the ill. The global supply chain continues to provide essentials to 
people worldwide, but the economic and supply chain fallout has been substantial. The 
legacy of the virus is an enormous financial price tag. The stimulus stabilized the 
situation in Q2 2020 through Q4 2021 and led to significant rallies in all of the base 
metals, which made higher highs since early 2020.  
 
As I wrote at the end of Q2 and Q3 2020: 
 
“If 2008 is a model for 2020, prices could continue to move higher over the coming 
months and years.”  
 
The path of least resistance has followed the same bullish route. In Q1, markets went 
from one crisis to the next. The first major war in Europe since World War II lifted 
prices and increased price variance. Copper, aluminum, nickel, and tin moved to new 
all-time highs in Q1 2022 before correcting. The trend is your friend, but it rarely moves 
in a straight line. Bull market corrections can be nasty. 
 
Keep a critical eye on LME stock movements as the trend in inventories can provide 
some clues about the path of least resistance of prices. Throughout the years, we 
witnessed many examples where stocks pushed prices around. However, always view 
inventories with a grain of salt as they can create a mirage when it comes to the path of 
least resistance of prices. The LME is increasing transparency when it comes to stockpile 
data. However, it is likely a mirage as a Chinese entity owns the exchange, and the 
potential for manipulation is always a danger. Moreover, reputational damage from the 
nickel fiasco in early March could cause liquidity to decline. Nothing hurts an exchange 
more than busting trades and suspending trading activity. The LME did not do a good 
job as it had no price or position limits that would have prevented the debacle. The CME 
was able to navigate its way through a crude oil market that moved to below negative 
forty dollars per barrel in April 2020 without canceling a single trade or stopping 
trading. The LME did an awful job, and will pay for it as consumers, producers, and 
other market participants could limit activities.  
 
Copper probed above the $5 per pound level in Q1 and the price action remains bullish. 
Goldman Sachs is looking for $14,000-$15,000 copper by 2025, which would likely 
push all base metal and industrial commodity prices appreciably higher to new record 
peaks. We are at an unprecedented time where a perfect bullish storm continues to blow 
in the base metals and industrial commodities sector.  
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However, the risk of significant corrections and price downdrafts rises with the prices, 
which could create a very bumpy and volatile road in 2022 and the coming years. Bull 
market corrections can be swift and ugly as we witnessed in copper when it fell from 
nearly $4.90 in May 2021 to briefly probe below the $4 per pound level in August 2021. 
The move above $5 in early March triggered a less dramatic decline.  
 
Each non-ferrous metal traded on the London Metal Exchange has different supply and 
demand fundamentals. Some of the metals were in deficit, and some had surplus 
inventories when the pandemic emerged. However, they tend to move together over 
time. As the purchasing power of money declines, raw material prices move higher. 
 
The price of iron ore, the main ingredient in steel, moved 3.55% lower in 2018, after a 
10.02% loss in 2017. In 2019, the price of iron ore jumped 32.27% higher on the back of 
supply shortages from Brazil. In 2020, nearby iron ore futures moved 72.78% higher. In 
2021, iron ore fell 24.22%. In Q1 2022, it rose 32.12%. Nearby iron ore futures finished 
Q1 at $158.81 per ton. Iron ore is the primary ingredient in the production of steel. US 
Steel (NYSE: X) stock was trading at $37.74 per share on March 31 compared to $23.81 
at the end of Q4, up an incredible 58.50% in Q1. X is a very volatile stock. US Steel 
shares fell to a low of $4.54 in March 2020 and reached the latest high of $38.85 in 
March 2022. 
 
The Baltic Dry Index moved 42.14% higher in 2017. In 2018, the BDI experienced a 
6.95% loss compared to its closing price at the end of 2017 and was 14.24% lower in 
2019. In 2020, the BDI rose 25.32. In 2021, the freight index moved 62.30% higher. In 
Q1, increased risks and insurance costs because of the war in Ukraine and blocked Black 
Sea ports pushed the BDI 6.86% higher. The BDI tends to experience seasonal weakness 
during the winter months and strength in the spring. Seasonality took a back seat to war 
in Q1. The index that represents the freight rates for shipping dry bulk commodities 
around the world is often a sign of demand for commodities. China is the most 
influential factor when it comes to moves in the BDI as it is the 800-pound gorilla when 
it comes to the demand side of the fundamental equation in the raw materials market. 
New restrictions on cleaner fuels boosted shipping rates and the BDI in 2019. In 2021, 
rising fuel prices, rising bulk commodity demand, and a container shortage pushed 
freight rates appreciably higher. In Q1 2022, it was all about the war in Ukraine and 
increased shipping risks The BDI closed Q1 at the 2,369 level after reaching a high of 
5,647 in 2021. 
 
The global pandemic changed the world from a short-term perspective, but the impact 
will last long after vaccines create herd immunity. The bottom line for base metals and 
other commodities is that we will feel the effect for years to come. While the deflationary 
spiral was initially bearish for prices, unprecedented levels of fiscal and monetary policy 
stimulus caused inflationary pressures. We witnessed upward price pressure with higher 
lows and higher highs from Q2 2020 through the end of Q1 2022. The war in Ukraine 
and sanctions poured fuel on an already bullish fire. We could be in for very volatile 
price action for the foreseeable future.  
 
 

https://seekingalpha.com/symbol/X
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As we head into Q2, prices remain near multi-year and all-time highs. I continue to 
expect volatility in this sector throughout 2021 and 2022, and beyond. An infrastructure 
rebuilding program in the US adds a new demand dimension to the sector, as does the 
shift to a greener energy path. Many of the base metals are critical for decarbonization 
over the coming years. The war threatens the supply side of the equation.   
 

 
 
Source: BarChart 
 
DBB is the ETF product that tracks the base metals sector. DBB moved from $22.26 at 
the end of Q4 to $25.84 at the end of Q1 2022. DBB rose by 16.08% in Q1. The product 
tracks the price action in the copper, aluminum, and zinc markets. DBB does not list 
lead, nickel, or tin LME forwards in its top holdings, as the prospectus says, “The index 
Commodities consists of aluminum, zinc, and copper-Grade A.” The ETF 
underperformed the base metals sector that rose 21.82% in the first quarter because of 
the move in the nickel forward market. DBB has net assets of $677.034 million, trades 
an average of 615,765 shares each day, and charges a 0.77% expense ratio. Net assets, 
trading volume, and the ETF’s price rose from the end of 2021.  
 
 
 

https://www.barchart.com/etfs-funds/quotes/DBB/interactive-chart
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Expect lots of price volatility in the base metals and industrial commodity sector of the 
commodity market over the coming quarter and the rest of 2022. While economic 
contraction was bearish for prices in early 2020, inflationary policies to combat the 
financial symptoms of the pandemic and a significant decline in production gave way to 
a bullish trend and lots of two-way price volatility. Keep those stops tight and take 
profits when they are on the table. Use trailing stops to protect capital and profits. 
Markets rarely move in a straight line, which creates an environment where trading 
opportunities increase. The trend at the end of Q1 2022 was still bullish for the sector. 
Meanwhile, the risk of significant corrections increases with the prices. Decarbonization 
will likely continue to support prices in 2022. The war in Europe and sanctions on 
Russia, and retaliatory measures threaten supplies.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Any investment involves substantial risks, including, but not limited to, pricing 
volatility, inadequate liquidity, and the potential complete loss of principal. This 
document does not in any way constitute an offer or solicitation of an offer to buy or 
sell any investment, security, or commodity discussed herein, or any security in any 
jurisdiction in which such an offer would be unlawful under the securities laws of such 
jurisdiction. 
 


