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China’s Aluminium Industry — Some Key Facts
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China produces about 60% of global aluminium dwarfing the rest of the world
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... and still cannot satisfy domestic primary demand

45 Electrolytic aluminimum
unwrought
40
35
30
(%)
(]
£ 25
o
'—
£
= 20
15
10
5
0 — — . . o o o -
2013 2014 2015 2016 2017 2018 2019 2020
m Output 25,44 28,86 31,41 32,65 33,29 36,83 35,13 37,08
® Import 0,37 0,27 0,15 0,20 0,12 0,12 0,08 1,06
® Export 0,12 0,10 0,03 0,02 0,01 0,06 0,08 0,01
App.Demand 25,69 29,03 31,53 32,83 33,39 36,90 35,13 38,13

NBS 2021

© 2021 - Prof. Dr. Markus Taube - Universitat Duisburg-Essen / THINK!DESK




Big and small, private and state-owned - but all state-directed
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Drivers of Industry Development
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Dual Circulation
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Industrial policy — Highly differentiated electricity pricing
Example: Yunnan Province

Dry season
(peak/trough)

Normal seas
(peak/trough

Rainy season
(peak/trough)

AR (/TR FE Lt . BRI & B M s b ST EE )
Mk FEE il 10 | 3510 o | mre | & i : e :
AER | mEmsm | ARMNE el woogs | XTERE ke ol
& | TR | FAME | TR | RME | GURROM) |ouTaw B OWTIOD |Tae |mmere) SRERR REM) LR EE
—. KTdkik ?;'p{?m 0B2as0s | 0780405 | 0.742005 | o.e61725 | 0oeeals n 7 0064378 | 002 [ 000125 | ooosave | o.0005 | ooie | oo
=, FARERIOTRERLE] 4 o0 on
) — AT e 2 A 18:00-23:00 | o.7agzs | 072028 | o.7022) 0. 064375 002 | 0000126 | 000875 | 00005 .09 0.0z
—. KTAMH T-m?nn 0.549870 | 0.522770 | 0.4%4870 | 0441150 | 0419650 37 P 0084375 | 0.2 | 0000 soiw | v.ce
=. BasmoTReRU ] oo e
TR R 12:00-18:00 | 0492160 | 0.480150 | 0. 468160 O oot | o2
. kTEFR HetE | CoTamns | 0260035 | o.247335 | 0220875 | 0. 20977s ~ P U oog | am
23:00- S -
= R0k E R 3
PP e WAT:00 | 0246075 | 0 24007 | 0 234075 n () 0,018 002
£ 1. EWEEREE 20215 A I B IERIT. 1
2. REMIE, Wb GBI ~\e i *
3. REFNELS. ~raP e 0,U &
() O O » < =
) C .
0 0 c\g, 0 0 ». » - 3 TR
@, - »
o nee 3 (€ ° » » 1 g | T R
~ctO ~re O NEe | me | SHMN ERES
. . s . O LUK 0. 001125 O 0037 0. D0OG o.0rg 02
-
O @
NR A A O U ooees | o0z | ooz | noosrs | oooes | cos | oe
D O =
‘ D S 210 C 0. 49625 ar n 0. 0643TE 0,02 ) 0.000025 | 000876 0. 0008 0.018 0.2
d ;
A O 0.400125) 0 601 25 0. 064375 0.02 | 0.001125 | 6000876 | Q0005 | ooois | o
_ 3'&% o.229003) anmeis| o.208013] o esss| o avemis 3 2 064275 | 002 | ooonss | 00037 | cows | oowe | ooe
— MERIoTRERL L 17:
T AL B F BH7:00 | o o05063| 0.200083 0. 195063 0.064375 | 0.02 | 0.000125 | 000375 | 00005 | oo | oo
He L EliriEA g 2021560 H I HEERIT.
2. MEEEHN. W EEAN RS (RRERES) T,
3. EFEWHDG. SEEMI?EIMAES T T E it B GBI T A RS 2 e s L
AR (ASTREND A SRS BLAFES M6 B TR (T F D)
AR HEE | oo | smue | oue | it | BARE snauR | BMRET [ B R (AR
*) 4 FREER | Bk R T Bl E
IF | T freuF| Fo | ek | GERR | TeE - m| T Tge | mmane BREMK REMN Py ;ﬁ;ﬁ
—. KT AEI% MujE | 0.584237 | 0 554012 | 0525567 | 0. 469722 | 0. 445772 a n 0.064375 | 0.0z | o.00n12s | nooats | o.0005 | ome | ooe
:00-12:00
= lRERIOTRESLE] (4. 4
AR LE | 19:00-29:00 | 0. 522000 | 0. 510159 | 0. 497409 0.06a375 | ooaz | oo0nes | nooars | coos | oo | ooz
—» KL FRtE | 0980491 | 0, 969541 | 0. 360991 | 0. 312481 | 0.20718) a1 27 0. 064375 0.02 | o.o0t125 | o.00a7s | 0.0008 | oo | ooz
T 00-9:00
=3 0T E| 3 hac v :
m_i?gﬁ;;ﬁ*&;ﬂ;ur 12:00-18:00 | 0. 348806 | 0. 340106 | o 331606 0. 64375 0.02 | 0.001125 | 0.00075 | Q.05 | omg | 002
—. KT HotB [ 0104746 | 0. 184971 | 0.176196 | 0, 156241 | 0. 148501 a1 b1l 0.064375 | 0oz | 0001125 | 0005 | oows | ome | o
pH
= 100F BLE
m—gﬁ%gﬁﬂxﬁaﬁl HET00 | 0174308 | 010083 | 0, 165808 0.064375 | oz | oooonizs | ooosrs | ooeoos | oois | ooz

L EdfrER 20z LR,
2. kAR, & RATRI SR T (RIS ) i,
3. ERENNLS: SFEWUIADREHIESASOREY, SHINITARTASY, cE10A5EKEH.



Industrial policy — ,,green” electricity

Strict enforcement of air pollution ceilings by central government
Plus demand side push towards , certified green” AL

Hydro-electric supply has become crucial
Those regions with corresponding supply structures attract AL industry

Regional reshuffling of ALU production accordlng to green and cheap electricity avallablllty
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China holds already more tha'n a quarter of the world’s installed hydropower capacity

370 GW of 1330 GW

New capacities are added with a much higher dynamic than elsewhere.
Hydropower additions in 2020: 13,76 GW
Baihetan Hydropower Statlon (photo) to become operatlonal in 2022: 16 GW
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Yunnan‘s ,,China Aluminium Valley” Plan

14th Five Year Plan of Yunnan Province

Chapter One: Continue to Promote the Development of Pillar Industries

... Create a world-class "China Aluminum Valley“; realize the Yunnan aluminum and silicon industry as
a state-of-the art contender in the world in terms of green development, scale, deep processing,
innovation and research & development; strengthen and further perfect the rare and precious metals
industry, and build a strong green manufacturing province. (at 7.1)
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Yunnan Province — aggressive attraction of ALU industry

Preferential electricity prices to AL enterprises with their own capacity indicators. The 2018 “Circular
on Promoting Special Power Consumption Plans for the Integrated Development of Hydropower and
Aluminum Materials” of Yunnan Province grants AL enterprises with their own capacity indicators an
electricity rate of 0.25 RMB/kWh during their first 5 years of operation. From year six, the price is
raised in annual increments of 0.012 RMB/kWh until it reaches 0.3 RMB/kWh

During the 13t Five Year Plan Period 2016-2020 the Province has strategically developed a
“green energy brand” and attracted investments by major Chinese AL producers

- China Aluminum Group, Shandong Weigiao (i.e. Honggiao), Henan Shenhuo and Sichuan Qiya -
which have transferred or project to transfer capacities from elsewhere into the province.

Green aluminum industry clusters have evolved in Wenshan, Zhaotong, Dali, Honghe and other
(prefecture) cities.

As of the end of 2020, the province has built an electrolytic aluminum production capacity of 3.4
million tons, a planned production capacity of 4.4 million tons under construction, and a total
production capacity of 7.8 million tons after completion.
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Yunnan Province — lucky winner, but with ist own challenges
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Strict Capacity Control

24 / o, LY.

During 2010-2020 Chinese primary capacity has expanded rapidly — CAGR 8%

Since 2016 net additions have become modest — expansion drive has slowed down substantially

Sea change in 2017:

NDRC issued “Special Action Plan for the Cleanup and Rectification of Illlegal Projects in the
Electrolytic Aluminum Industry” leads to much more rigorous structure adjustment rules: Black —
and white listing of firms, minimum technology requirements, minimum scale requirements, 4
allocation of ,tradeable” (swap) proprietary capacity indicators, strict enforcement vis-a-vis L
managers and local cadres, elaborate control systems ... B
-> market exit of many smaller firms (hard exits, few M&A) '

GOC sets a national capacity cap of 45 million tons

2020 output of electrolytic (i.e. primary) aluminum reached a record high 37.4 MMT (+4.2% yoy)
2021 total capacity likely at 44 MMT - Production capacity is hitting the "ceiling".

Plant construction planned for 2021 may add 2 MMT (all in southwest)
but almost no net-increases in total capacity as “capacity swap mechanism” is put into action

-
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Capacity Development

New electrolytic aluminum production capacity scheduled for launch in 2021

Region Expected capacity
1000 MT

Guangxi Tianlin Baikuang

Guangxi Special Approval
Aluminum Industry Co., Ltd. g P PP
Yunnan Qiya Metal Co., Ltd. Yunnan 270 Capacity replacement
Yunnan Shenhuo Aluminum

. Ltd. Yunnan 390 Capacity replacement

Guizhou Xingren Denggao Ne
Ml::erl:l Clo thd = . Guizhou 250 Capacity replacement
Yunnan Hongtai New Material
Co., Ltd. *1 L Yunnan 370 Capacity replacement
Guangxi Debaobaikuang

Guangxi 100 Capacity replacement
Aluminum Industry Co., Ltd. e pacity rep
Yunnan Aluminium Haixin

Guizh 300 Speciall I
Aluminium Industry Co., Ltd. uizhou pecially approva
Guangyuan Zhongfu High . .
Precision Aluminum Co., Ltd. Guangxi >0 Capacity replacement
Guizhou Yuanhao Aluminum

Guizhou 100 Capacity replacement

Industry Co., Ltd.
Source: THINKIDESK, Baiinfo, public information, Orient Securities Research Institute
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Impact on international markets / EU
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EU action against China in the ALU industry

Countries " i R - Related case :
~ Product investigated % Proceeding ¢ Measures ¢ Status numbers History
Aluminium People's Anti-dumping Measures in Investigation Ongoing: =
converter foil Republic of force (Prov.) ongoing AD673
China
Aluminium People's Anti-dumping Measures in No investigation AD664 =l
extrusions Republic of force ongoing
China
Aluminium flat- People's Anti-dumping Measures in Investigation Ongoing: (=)
rolled products Republic of force (Prov.) ongoing ADG6S
China
Aluminium foil Armenia , Anti-dumping Measures in Investigation AD534 =
(certain) People’s force ongoing R565
Republic of RBO7
China , Brazil R646
Ongoing:
R730
R732
Aluminium foilin  People’s Anti-dumping Measures in No investigation AD582 (=
small rolls Republic of force ongoing RG34
China R733
Aluminium People's Anti-dumping Measures in No investigation AD5A78 (=
radiators Republic of force ongoing R676
(certain) China
Aluminiumroad People’s Anti-dumping Measures in No investigation AD541 =
wheels (certain) Republic of force ongoing RF66-01

European Commission, Trade defence website 24.09.2021.
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Status quo and Risks

Chinese economic and industrial policy has become increasingly inward-oriented
Trade policy is refocused towards environmental sustainability and resource conservation

Exports are welcomed, but only in areas that

do not deplete domestic natural assets and contain substantial domestic value added
As such: no major exports of unwrought aluminium to be expected at the time being
(30% export tax, zero VAT rebate)

China’s AL producers are systematically subsidized by a wide range of subsidies,
electricity pricing policies and structural overcapacities in the national alumina industry

The global AL market and its competition-driven market order remain under pressure from
underpriced AL produces, in the form of flats, but also wheels, radiators and other products
(embedded aluminium)

The currently greatest risk to the Chinese AL industry’s demand side exists in the Chinese
construction industry (Evergrande et al.).

A massive downturn of this industry would result in a substantial supply overhang that

would certainly spill over into the global markets
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