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Copper Tariff Play 

Copper market experienced a major dislocation during 2025–

2026 following the launch of a Section 232 national security 

investigation into copper imports. Even before any tariff was 

imposed, the possibility of duties on refined copper triggered a 

surge in imports into the United States, causing COMEX copper 

prices to trade at a significant premium to the LME benchmark. 

Traders aggressively imported copper to capture the expected 

tariff-driven premium, leading to record inventory accumulation 

on COMEX and tightening inventories elsewhere. Ironically, the 

largest market impact came not from the tariffs themselves, but 

from expectations surrounding them.  

U.S. Copper Tariffs: Evolution of Policy 

In February 2025, the U.S. administration initiated a Section 232 investigation into copper imports, citing copper's 

strategic importance to defense, energy infrastructure, semiconductors, EVs, and data centers. The investigation 

covered the entire copper value chain, including ores, concentrates, refined copper, scrap, alloys, and downstream 

products. 

The market quickly began pricing in the possibility of tariffs on refined copper imports. Speculation ranged from 25% 

to 50% tariffs, leading traders to secure copper inventories inside the U.S. before any policy announcement was made. 

By mid-2025, refined copper cathodes was believed to be included in the tariff regime, with decision pending to be 

taken in June 2026. This expectation drove substantial physical flows toward the U.S. and created a sharp divergence 

between U.S. and international copper prices. 

However, when the final measures were announced in July 2025, the outcome differed materially from expectations. 

The Trump administration imposed a 50% tariff primarily on semi-finished copper products and copper-containing 

derivative goods, while exempting refined copper cathodes, anodes, ores, concentrates, and scrap. Since most 
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speculative positioning had been built around tariffs on refined copper itself, the announcement triggered a sharp 

reassessment of market pricing. As of 2026, U.S. policy remains focused on strengthening domestic copper supply 

chains through tariffs on downstream products while continuing to evaluate future measures on refined copper. 

CME–LME Arbitrage 

Defining feature of the copper market during 2025 

was emergence of a large arbitrage between COMEX 

and LME copper prices. Under normal conditions, 

COMEX and LME copper prices trade close to one 

another, with differences largely reflecting freight, 

financing, and regional logistics costs. Once tariff 

fears emerged, copper already located inside the 

United States acquired an additional strategic value 

because it could potentially avoid future import 

duties.  

This caused COMEX prices to rise significantly relative 

to LME prices. Traders responded by purchasing copper globally, shipping it into COMEX-approved warehouses, and 

simultaneously selling COMEX futures. The trade was attractive because profitability depended primarily on the price 

spread rather than the outright direction of copper prices. 

As tariff expectations intensified, the COMEX premium over LME expanded from normal levels to double-digit 

percentages, at times exceeding 20%. The spread was sufficiently large to cover transportation, financing, and storage 

costs while still generating attractive returns. In effect, the market was not pricing copper scarcity; it was pricing the 

possibility that imported copper could soon become significantly more expensive. 

Inventory Trends Across Exchanges 

COMEX inventories rose steadily throughout 2025 as metal was redirected toward the United States. Stocks climbed 

from relatively normal levels to 600,000 tonnes by early 2026, representing one of the largest inventory builds in 

COMEX history. At peak levels, COMEX warehouses held inventory equivalent to roughly a quarter of annual U.S. 

copper consumption.  

At the same time, inventories outside the U.S. tightened. Large volumes of copper that would normally have remained 

in Asia, Europe, or LME warehouses were instead diverted to the United States. Consequently, LME inventories 

declined and regional markets outside North America experienced tighter physical availability. Importantly, this did 

not reflect a global shortage of copper. Rather, it represented a geographical relocation of inventory. Copper was 

moving from one set of warehouses to another in response to tariff expectations and arbitrage incentives. 

The arbitrage was built on a single key assumption: that refined copper imports would be tariffed. Once the July 2025 

announcement exempted refined copper cathodes, that assumption no longer held. 
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As time passed, narrative shifted from concerns about 

future supply shortages to concerns about excess 

inventory within the U.S. market. What had initially 

appeared to be a looming scarcity turned into a 

localized oversupply problem. 

Copper tariff episode illustrates how policy 

expectations can sometimes have a larger market 

impact than the policy itself. Section 232 investigation 

triggered one of the largest physical copper arbitrage 

trades in recent years, driving a substantial premium in 

COMEX prices and causing hundreds of thousands of tonnes of copper to flow into the United States. 

Result was a historic build-up of COMEX inventories, tightening inventories elsewhere, and a temporary fragmentation 

of global copper pricing. When refined copper was ultimately exempted from tariffs, the arbitrage quickly unraveled, 

leaving behind elevated U.S. inventories and a valuable case study in how trade policy expectations can reshape global 

commodity flows long before any tariff is actually imposed. 

Scenario Assumption Impact on prices 

Bullish Refined copper tariffs imposed and U.S. 

copper stockpiles begin normalizing 

Strong upside in COMEX prices, wider CME-LME spread, and 

eventual support for global copper prices 

Base case Current tariff framework continues and 

demand remains stable 

Range-bound with corrections likely to attract buying interest 

Bearish Weak Chinese demand and slowing global 

growth 

Elevated inventories and weaker demand weigh on prices, 

leading to downside pressure 

Outlook 

In the short term, copper appears range-bound with buy on dips outlook. Unwinding of the COMEX–LME tariff 

arbitrage and the substantial inventory build-up in U.S. warehouses are likely to act as headwinds, limiting near-term 

upside. However, underlying demand from power infrastructure, data centers, electrification, and renewable energy 

investments remains robust, while mine supply growth continues to face constraints. Additionally, concerns over 

sulphur availability and potential disruptions to the sulphuric acid supply chain amid geopolitical tensions in the 

Middle East provides further support to the market. Overall, unless Chinese demand weakens materially or global 

growth deteriorates, any correction in copper prices is likely to attract buying interest. Accordingly, a buy-on-dips 

strategy may be considered near ₹1,330 on MCX and $13,350 per tonne on LME, and maintaining previous targets of 

₹1,400 on MCX and $14500 on LME. 

 

For any details contact: Commodities Advisory Desk - +91 22 3958 3600; commoditiesresearch@motilaloswal.com 

 

Navneet Damani Head Research: Commodities & Currencies navneet.damani@motilaloswal.com 

Pareen Pattni Analyst: Metals pareen.pattni@motilaloswal.com  

50

100

150

200

250

300

350

400

450

0

100

200

300

400

500

600

700

M
ay

-2
5

Ju
n

-2
5

Ju
l-

2
5

A
u

g-
2

5

Se
p

-2
5

O
ct

-2
5

N
o

v-
2

5

D
ec

-2
5

Ja
n

-2
6

Fe
b

-2
6

M
ar

-2
6

A
p

r-
2

6

M
ay

-2
6

Th
o

u
sa

n
d

s

Th
o

u
sa

n
d

s

Copper Inventories

Comex Copper Stocks LME Copper stocks (RHS)

Source: Reuters 



 

 Commodities Insight 

 Please refer to disclaimer on the last page 

 

Please refer to the disclaimer at the end 

P a g e  | 4 Solid Research. Solid Relationships. 

 

Commodity Disclosure & Disclaimer: 

 
The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations). 
Motilal Oswal Financial Services Ltd.  (MOFSL) is a SEBI Registered Research Analyst having registration no. INH000000412 and and BSE enlistment no. 5028. MOFSL, the Research Entity (RE) as defined in the Regulations, is engaged in the 
business of providing Stock broking services, Depository participant services & distribution of various financial products. MOFSL is a listed public company, the details in respect of which are available on www.motilaloswal.com. MOFSL is 
registered with the Securities & Exchange Board of India (SEBI) and is a registered Trading Member with National Stock Exchange of India Ltd. (NSE) and Bombay Stock Exchange Limited (BSE), Multi Commodity Exchange of India Limited 
(MCX) and National Commodity & Derivatives Exchange Limited (NCDEX) for its stock broking activities & is Depository participant with Central Depository Services Limited (CDSL) National Securities Depository Limited (NSDL),NERL, COMRIS 
and CCRL and is member of Association of Mutual Funds of India (AMFI) for distribution of financial products and Insurance Regulatory & Development Authority of India (IRDA) as Corporate Agent for insurance products and is a member of 
Association of Portfolio Managers in India (APMI) for distribution of PMS products. Details of associate entities of Motilal Oswal Financial Services Ltd.  are available on the website at 
http://onlinereports.motilaloswal.com/Dormant/documents/Associate%20Details.pdf 
Details of pending Enquiry Proceedings of Motilal Oswal Financial Services Limited are available on the website at https://galaxy.motilaloswal.com/ResearchAnalyst/PublishViewLitigation.aspx. As per Regulatory requirements, Research Audit 
Report is uploaded on www.motilaloswal.com > MOFSL-Important Links > MOFSL Research Analyst Compliance Audit Report. 
Terms & Conditions: 
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person.  Persons into whose possession this document may come are required 
to observe these restrictions.  
This material is for the personal information of the authorized recipient and we are not soliciting any action based upon it.  
This report is not to be construed as an offer to sell or solicitation of an offer to buy any commodity or commodity derivative to any person in any jurisdiction where such an offer or solicitation would be illegal. 
It is for the general information of clients of MOFSL. It doesn’t constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients.  
The report and information contained herein is strictly confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior 
written consent of MOFSL. 
The report is based on the facts, figures and information that are considered true, correct, reliable and accurate. 
All such information and opinions are subject to change without notice.  
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. MOFSL will not treat recipients as customers by virtue of their receiving this report. 
We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness cannot be guaranteed.  
Neither MOFSL, nor any person connected with it, accepts any liability arising from the use of this document.  
The recipients of this material should rely on their own investigations and take their own professional advice. Price and value of the commodity referred to in this material may go up or down. Past performance is not a guide for future 
performance.  
Certain transactions including those involving commodity derivatives involve substantial risk and are not suitable for all investors.  
Reports based on technical analysis centers on studying charts of a commodity’s price movement and trading volume as opposed to focusing on a commodity’s fundamentals and as such may not match with a report on a commodity's 
fundamentals.  
Proprietary trading desk of MOFSL or its associates maintains arm’s length distance with Research Team as all the activities are segregated from MOFSL research activity and therefore it can have an independent view with regards to subject 
commodity for which Research Team have expressed their views. 
MOFSL or its associates or Research Analyst or his relatives may have Open Position in subject commodity. 
A graph of daily closing prices of commodities is available at http://www.moneyline.co.in/  
Opinions expressed are our current opinions as of the date appearing on this material only. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without 
notice.  
The commodities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific 
recipient.  
This may not be taken in substitution for the exercise of independent judgment by any recipient. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment 
in the securities of companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an investment.  
The Company reserves the right to make modifications and alternations to this statement as may be required from time to time without any prior approval. MOFSL, its associates, their directors and the employees may from time to time, 
effect or have effected an own account transaction in, or deal as principal or agent in or for the commodities mentioned in this document. 
The views expressed are those of the analyst, and the Company may or may not subscribe to all the views expressed therein. 
The commodities described herein may or may not be eligible for trade in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such 
restriction. Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or 
in connection with the use of the information. The person accessing this information specifically agrees to exempt MOFSL or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not 
to hold MOFSL or any of its affiliates or employees responsible for any such misuse and further agrees to hold MOFSL or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by 
the person accessing this information due to any errors and delays. 
Certain transactions -including those involving futures, options, another derivative products as well as non-investment grade securities - involve substantial risk and are not suitable for all investors. 
MOFSL and its associate company(ies), their directors and Research Analyst and their relatives may (a) from time to time, have long or short positions in, and buy or sell the commodities mentioned herein or (b) be engaged in any other 
transaction involving such commodities and earn brokerage or other compensation or act as a market maker in the commodity/ (ies) discussed herein or have other potential conflict of interest with respect to any recommendation and 
related information and opinions. However the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of 
the associates of MOFSL even though there might exist an inherent conflict of interest in some of the commodities mentioned in the research report. 
MOFSL and its associates and Research Analyst have not received any compensation or other benefits in connection with the research report. Compensation of Research Analysts is not based on any brokerage transactions generated by 
broking activities under Motilal Oswal group. 
This report is meant for the clients of Motilal Oswal only. 
Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 
Registration granted by SEBI, enlistment as RA with Exchange and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors 
Registered Office Address: Motilal Oswal Tower, Rahimtullah Sayani Road, Opposite Parel ST Depot, Prabhadevi, Mumbai-400025; Tel No.: 022 - 71934200 / 71934263; www.motilaloswal.com. Correspondence Address: Palm Spring Centre, 
2nd Floor, Palm Court Complex, New Link Road, Malad (West), Mumbai- 400 064. Tel No: 022 71881000. Details of Compliance Officer: Neeraj Agarwal, Email Id: na@motilaloswal.com, Contact No.:022-40548085. 
      Grievance Redressal Cell: 
Contact Person Contact No.  Email ID 
Ms. Hemangi Date 022 40548000 / 022 67490600 query@motilaloswal.com 
Ms. Kumud Upadhyay 022 40548082 servicehead@motilaloswal.com  
Mr. Ajay Menon 022 40548083 am@motilaloswal.com 
Mr. Neeraj Agarwal 022 40548085 na@motilaloswal.com 
Mr. Siddhartha Khemka 022 50362452 po.research@motilaloswal.com 
Registration details of group entities.: Motilal Oswal Financial Services Ltd.  (MOFSL): INZ000158836 (BSE/NSE/MCX/NCDEX); CDSL and NSDL: IN-DP-16-2015; Research Analyst: INH000000412, BSE enlistment no. 5028, AMFI registered Mutual 
Fund Distributor and SIF Distributor: ARN .: 146822. IRDA Corporate Agent – CA0579, APMI: APRN00233. Motilal Oswal Financial Services Ltd.  is a distributor of Mutual Funds, PMS, Fixed Deposit, Insurance, Bond, NCDs and IPO products. 
Customer having any query/feedback/ clarification may write to query@motilaloswal.com. In case of grievances for any of the services rendered by Motilal Oswal Financial Services Limited (MOFSL) write to grievances@motilaloswal.com, 
for DP to dpgrievances@motilaloswal.com.  
 


