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Introduction 
 
Just as producers and consumers of industrial metals were learning to live with a new tightening supply 
chain environment, with all eyes focused on China’s output and evolving tensions both inside and outside 
the world’s largest commodities consumer, this month saw the re-emergence of what has become a less 
frequent phenomenon – the African commodity producer coup.  Indeed, once a more familiar factor in 
the price of commodities from copper to cobalt, and from graphite to gas, political instability in Africa, 
while still an ever-present risk, has had a lesser impact on markets of late as consumers diversify sources 
and producers improve contingency planning for market upheavals. 
 
In early September, bauxite and iron ore producer Guinea burst into the headlines, as a military takeover 
in the West African republic displaced the once-reforming democratic, turned would be life-president 
Alpha Condé, causing upheaval in those recently depressed markets.  Bauxite, and iron ore, granted were 
already subject to an underlying transition due to more durable, secular shifts in China’s economic policy 
but with the news of the coup aluminum price action in particular became explosive. 
 
Once reviled by emerging market producers as the demon dumper of cheap alloy on the world market, 
China’s smelters began to pressure smaller, higher-cost aluminum producers around the world beginning 
in 2009, which was the last year that Beijing was a net importer of the metal.  From then on China’s 
production ramped up, until it accounted for 60% of global production.  World prices became increasingly 
depressed, dropping to below $1500/tonne in late 2015, leading Donald Trump’s U.S. Administration to 
slap a 10% tariff on Chinese aluminum imports in March 2018.  
 
Around the time when higher cost, smaller producers were starting to feel the pain, an opportunistic 
Guinean president Condé began to assemble a plan to develop his country’s massive but hitherto largely 
unexploited bauxite reserves, estimated at almost 27% of the global total.  There was Chinese interest in 
the bauxite project from the beginning, both for the extraction and export, as well as for the financing.  To 
launch and develop Guinea’s bauxite and embryonic iron ore mining industry, in 2018 Beijing provided 
loans totalling some $20bn – at the time double Guinea’s Gross Domestic Product (GDP) – to be repaid 
over 20 years. 
 
With the potential to capitalize on bulk shipments, mainly to China, but also to the U.S. and elsewhere (in 
larger Capesize bulk freighters, capable of up to 150,000 deadweight cargos, versus the more typical 
Panamax ocean freighters carrying less than half that), Guinea embarked on negotiations with potential 
mining and construction partners, eventually striking a deal with a consortium including China Hongqiao 
Group.  Thus, although the world’s number one bauxite producer, Australia, and other South-East Asian 
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suppliers enjoyed shorter sea distances to China, lower cost and higher quantity still made Guinea a viable 
prospect. 
 
China’s Guinea mineral interests continued to expand in subsequent years, with plans to develop Guinea’s 
Simandou iron ore site, with bidding subject to provision of the logistics component to enable sea-freight 
access.  In 2019 a consortium including Singapore’s Winning Shipping, Guinean mining logistics firm United 
Mining Supply (UMS), Chinese aluminum producer Shandong Weiqiao, and Guinea’s government, won a 
deal in part through committing to the development of a 650km railway to secure access from Simandou’s 
mines to Guinea’s deep water port of Matakong on Africa’s Atlantic coast. 
 
Figure 1 
Guinea’s Bauxite Export 2017-20 (in million tonnes and $ million) 
 

 
 
 

China’s aluminum producers were not only hungry for raw material, but they also benefited from a 
different demand structure, mostly sourcing for captive smelting facilities rather than third-party resale. 
Other factors were in Guinea’s favor too:  in 2014 the Indonesian government had banned the export of 
unprocessed minerals, removing a larger, nearby competitor from the equation – while much later an 
outbreak of diplomatic and trade tensions led to tightening of bauxite import souring from Australia. 
 
The results were quite staggering: from a standing start in 2012, China’s imports from Guinea soared to 
27m tonnes and by July of this year stood at 57% of total imports, with Australia trailing at 31%, according 
to U.S. Customs data. 
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Figure 2 
China has Experienced a Large Shift in Bauxite Import Sourcing 
 

 
 
Source:  Enodo Economics, CRU. 
 
 
Although the military coup in Guinea made the early headlines, there was minimal bloodshed and many 
observers agree that a building popular discontent with the leadership had made Alpha Condé’s ouster 
less of a surprise to Guineans.  During all these years of mineral industry development, there had been 
little attention paid to the needs of the local community and sharing the wealth among ordinary citizens 
– a not uncommon phenomenon in mineral rich developing countries.  However, the country’s new rulers 
thus far have been slow to offer early democratic elections, leaving Guinea’s political future as unsettled 
as ever. 
 
In the markets, since the military takeover, there have been few reports of serious interruptions to export 
shipments of bauxite; nevertheless, aluminum prices have continued to rise on the world markets, 
breaching the $3,000/tonne barrier on September 13th on the London Metal Exchange (LME) before 
stabilizing at lower levels.  
 
The greater cause of the dramatic turnaround in prices, which had been well-established long before this 
month’s events in West Africa, are more readily to be found at the Chinese, rather than the African side 
of the equation.  Post 2015, the increase in smelting capacity continued to ramp up inexorably, reaching 
an annual increase of 300,000 tonnes by December 2020.  New demand from electric car production as 
well as lithium battery output bolstered the domestic market, as China continued to displace domestic 
producers around the globe with its low-priced imports.  
 
On the supply side, the outbreak of COVID-19 in the winter of 2019-20 disrupted supply chains first 
domestically and then globally, as international freight became scarcer and costlier.  Later natural 
disasters struck:  last year there were dislocations from flooding in several southern provinces and this 
spring from droughts, impacting hydro-power supply; Yunnan province alone accounts for 10% of national 
aluminum output. 
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Importantly, aluminum smelting is among the heaviest of consumers of electric power, which continues 
to favor coal-generated energy production.  However, with Beijing’s new commitment to carbon emission 
targets and the commitment to a rapid greening of the economy, coal supplies have been curtailed to 
several provinces, forcing output curbs on smelters through reduced power availability. 
 
Figure 3 
Aluminum Prices, LME $/Tonne 2012-2021 

 

 
 

 Source:  Trading Economics. 
 
 

At the same time, alternative suppliers in the U.S. and especially Europe find themselves subject to even 
tighter controls, with the rising price of EU carbon credits further pushing up aluminum output prices in 
recent months. 
 
The producer response has unsurprisingly been to change tactics from maximizing production, to 
increasing margins, safe in the knowledge that demand elasticity for now is limited.  Aluminum 
Corporation of China (Chalco) has been a leader in this trend, steadily increasing earnings on near-flat 
output.  At the same time, it has been less exposed to events in Guinea than competitor Hongqiao, a 
difference reflected in recent relative share price performance.  Chalco’s shares have risen steadily since 
late August before spiking higher last week in tandem with the commodity price, for an overall gain of 
some 67% in under a month.  Hongqiao, on the other hand gained a more modest 23% over the same 
period after initially suffering declines due to its heavier Guinea exposure, before recovering later as 
political unrest subsided. 
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