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Zinc’s Supply Squeeze Fuels a Standout Rally
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1. Falling Mine and Smelter Output = Deficit Market 

2. Record LME Backwardations on Ex-China Squeeze

3. Investors Move into Record Net Longs

LME 3M Base Metal Price Performance 2026 =0

-80
-60
-40
-20

0
20
40
60
80

100

2000 2004 2008 2012 2016 2020 2024

Cash-3M Spread

-40,000

0

40,000

80,000

120,000

2018 2022 2026

Con
tra

cts

Speculative Positions

SHFE LME

-10
-5
0
5

10
15
20
25
30
35

 January  March  May  July  September

%

Copper Nickel Lead Zinc Aluminum

Source for all charts: Bloomberg; SMM, ILZSG, StoneX

-300

-200

-100

0

100

200

300

2024 2025 2026F 2027F 2028F

000
t

Market Balance

Presenter Notes
Presentation Notes
Excluding tin, zinc is this year's clear outperformer, and it's a supply story with three drivers.
First, mine supply. Output is set to fall this year for both structural and environmental reasons. With ore so scarce, treatment charges, the fees smelters earn for processing it, have dropped to record lows. Add weaker by-product credits and high energy costs linked to the Iran conflict, and zinc smelters are now losing money. Refined output is forecast to fall, tipping the market into deficit.
Second, stocks. Shrinking smelter output has drawn down inventories outside China, pushing LME backwardations to record levels. That means metal for immediate delivery costs more than metal for later.
Third, investors. With fundamentals this supportive, speculators have piled in, holding net long positions across global exchanges.




Treatment Charges: The Key Test for Zinc’s Outlook

2. How resilient can smelters be? 
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1. Will the 2027-2028 zinc ore wave deliver?

3. China’s wiliness to keep exports open

LME 3M Base Metal Price Forecast (Annual Averages)
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These charts include predictions/forecasts. Past performance may not be a reliable guide to future performance. 
Source for all charts Bloomberg; SMM, ILZSG, StoneX
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Presentation Notes
So where next? In theory, 2027 and 2028 bring a wave of new zinc ore. That should lift treatment charges, repair smelter margins and ease the squeeze outside China, pointing to a gradual decline from recent highs next year.
In practice, it hinges on four swing factors. Will the new ore arrive on schedule? How long can smelters keep running at a loss? Will China keep exports open and help ease the backwardations? And investors, who remain our main source of volatility.



Lead: Set to Remain in its Long-Standing Trading Range  
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Price Performance of LME 3M Base Metals (YTD)

Visible Exchange Stocks

Price Performance of LME 3M Lead
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Now lead, the polar opposite, and on track to be the worst-performing base metal this year. The market is in surplus and global inventories are at record highs. Lead is also low beta, meaning it moves far less than the rest of the complex, because both supply and demand are shielded from volatility.
We don't expect lead to break out of its long-term trending channel, and the bias for prices is lower.
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100+
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A member of the Fortune 100 with 
over 3,200 employees, StoneX Group 
Inc., through its subsidiaries, has over 
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across 185 countries.
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Countries
StoneX Group Inc. connects with clients 
in nearly 80 offices across 6 continents.
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Thank You 

Office: +44 (0)203 580 6544 

Mobile: +44 (0) 7384 833895

Email: natalie.scott-gray@stonex.com

Senior Metals Analyst, 

EMEA & Asia; Base Metals

Natalie Scott-Gray
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