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Base metals faced renewed macroeconomic pressure during the Monday, October 19, 2026

week as hotter-than-expected U.S. inflation strengthened
expectations of restrictive monetary policy, while rising exchange
inventories weighed on zinc and copper. With LME Week beginning
on 19 October, market attention is shifting towards 2027
concentrate contract negotiations, supply-chain disruptions and
the outlook for global demand.

Commodity Copper Aluminum Zinc

Copper remained volatile but held at elevated levels. Spot “ 1404.65 324.6 416.85
treatment and refining charges have fallen to exceptionally low

. . L e Close 1401 324.95 417.85
and, in some cases, negative levels, reflecting intense competition
among smelters for available feedstock. This is expe.cte.d to k_Je a Change 2615 110.40 4.20
major focus of LME Week, as miners and smelters begin discussions
around 2027 annual benchmark contracts. % Change 1.83% 3.10% -1.00%
Supply‘dlsruptlons in Chlle continue to add rlslf to the outlopk. 3346 4840 1993
Industrial action at Centinela and labour negotiations at Escondida
have highlighted the vulnerability of mine supply, although the 27 807 676
actual impact on annual production will depend on the duration of
disruptions and the pace of operational recovery. China's 1402.9 324.9 417.9
September copper concentrate imports declined 4.1% year-on-year
to 2.48 million tonnes, while imports of unwrought copper and 1408.1 326.8 419.8
semi-finished products fell 4.9% to 461,000 tonnes. These figures
suggest that underlying concentrate availability remains m 1395.7 323.1 416.0
constrained.

LME copper inventories declined to approximately 225,425 tonnes
by 16 October, while the cash-to-three-month spread remained in
backwardation. SHFE stocks rebuilt following China's National Day
holiday, while COMEX inventories remain exceptionally high due to
tariff-driven stockpiling.

U.S. tariff uncertainty continues to distort regional trade flows. The
narrowing COMEX-LME arbitrage has reduced the incentive to ship
additional metal to the United States, but the existing stockpile
could eventually weigh on global prices if tariff-related flows
reverse. Overall, copper retains a bullish medium-term outlook,
although macroeconomic pressure and inventory movements may
keep prices pressured.
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Zinc market is increasingly caught between tight concentrate
availability and improving refined-metal supply. Treatment charges
remain exceptionally low, reflecting competition for raw materials
and continuing pressure on smelter margins. The financial viability
of Western smelters, including Nyrstar's Budel facility, remains an
important consideration ahead of the 2027 contract negotiations.

However, rising Chinese exports and warehouse inflows are easing
the earlier physical squeeze. LME zinc inventories climbed sharply
to approximately 158,275 tonnes by 16 October, up from 126,850
tonnes on 9 October. Combined LME and SHFE inventories
increased 10.7% during the week, indicating a meaningful
improvement in visible availability. This inventory build has
weakened the immediate bullish argument, even though
concentrate supply remains tight.

The outlook is therefore more balanced than the underlying
treatment-charge market suggests. Continued pressure on smelter
economics and limited mine supply provide medium-term support,
but rising exchange inventories and subdued construction-related
demand could limit price recovery. Zinc is likely to remain sideways
to positive, with inventory trends and Chinese export flows key
indicators to monitor.

Aluminium remained under pressure, with LME cash prices around
$3,009/t on 16 October. However, the LME cash—3-month spread is
gradually moving towards backwardation, signalling a tightening in
nearby availability and providing a potentially supportive signal for
prices. LME inventories declined to approximately 237,875 tonnes,
remaining near multi-decade lows. On the regional premium front,
Japan’s premium for October—December deliveries was reportedly
settled at $255/t, down 35% quarter-on-quarter, indicating softer
regional premium levels and easing procurement costs for Japanese
buyers. Meanwhile, increased Chinese and Indonesian supply
continues to offset part of the disruption to Gulf aluminium
production. The market therefore presents a mixed picture:
declining inventories and a firmer nearby spread are supportive, but
lower Japanese premiums and improving supply availability
continue to constrain the upside.

Outlook: Copper maintains a cautious buy outlook, supported by
tight concentrate availability, low LME inventories, mine-supply
risks and strong Chinese physical premiums, although
macroeconomic uncertainty and U.S. tariff developments could
drive volatility. Zinc is expected to remain sideways as tight
concentrate supply and low treatment charges are offset by rising
LME inventories, Chinese exports and subdued construction
demand.
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SHFE Inventory Weekly Market Data
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LME Cash-3M Spread Weekly Data
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Source: Reuters
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