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Context and scope

Summary of WMF 2015

ǐIncreasing pressure on the materials industry to meet the expected 

booming global demand

ïNeed to cope with middle class growth, urbanization, 

connection to the internet and general push for green behaviors

ïNeed to produce more quantities at lower cost and with less 

damage to the environment

ïNeed to anticipate future balance of supply and demand

ǐNeed to design a new path to seize the resulting business 

opportunity

ï Improved processes to extract and transform resources

ï Increased efficiency of circular economy

ïAlternative materials to substitute or complement existing 

offering

ǐNew management approaches necessary to succeed

ï Integrated approach combining materials composition and 

sourcing, part design and manufacturing processes

ïPartnership among different actors, competitors and customers 

to leverage new skills

ï Innovation on governance of public / private schemes at an 

international level
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Overview of future macroeconomic context

A supercycle like the one 

seen in the 2003-2013 

period is not expected to 

return in the foreseeable 

future, the Chinese 

development profile was 

unique, and it coincided 

with significant 

deterioration of geological 

conditions

Physical availability of 

supply is not likely to be 

an issue, but practical 

availability may be 

impeded by cost, 

exploration, accessibility, 

environmental or 

geopolitical limitations

Price corrections are 

expected to occur, at least 

for select materials, due to 

temporary or perceived 

imbalances in supply 

and demand

1 2 3
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Chinaôs past growth was exceptionally fast ïespecially when put in a 

historical context

Source: Angus Maddison; World Bank; McKinsey analysis; McKinsey Global Institute

1 Historical time required to replicate Chinese per capita GDP (in PPP terms, International Dollars) growth between 2002 

($ 4 100) and 2011 ($ 8 700)

2 India is yet to surpass the Chinese 2011 level, expected to surpass the $ 8 700 per capita level in 2030, midpoint = 2022
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An unprecedented fall in grade was seen across the mining spectrum, 

and coupled with Chinaôs boom, this led to sharp productivity declines

Global mine productivity (Calculated)1

Total Factor Productivity (MPI)

Grade Erosion

Source: McKinsey Basic Materials Institute  (BMI Mining Model); MPI study 2015
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Exploration spending has reduced in the last few years, potentially 

reducing discoveries in the future

Source: McKinsey Basic Materials Institute, Minex, Press

Exploration estimates for global mining
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ǐAcross all major regions, world-class discoveries cost over 1 billion USD

ǐGlobal discoveries over the most recent 15 year period covered only two thirds of reserve 

replacement needs, this shortfall is expected to increase
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Boom time investments have led to current overcapacities in 

many materials, like steel or aluminium, particularly in China

Source: Word Steel Association, World Aluminium, BMI Steel Vision, BMI Aluminium Vision

ILLUSTRATIVE

Expected capacity utilisation vs. expected demand to 2020 for select commodities
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The collapse of steel prices was driven by increasing 

oversupply that will dampen future price growth

Source: Steel Business Briefing, McKinsey Integrated Steel Demand Model
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1 NO RETURN OF THE SUPERCYCLE

Global steel demand in 2015 experienced its first drop since 2009



9Source: IMF, MGI, McKinsey Basic Materials Institute

Global commodity markets suffered a bearish year in 2015. The main 

causes were the stronger dollar, falling oil prices and growing 

oversupply

Year on year change, percentage

1 Includes copper, aluminium, iron ore, tin, nickel, zinc, lead, and uranium price indices

IMF Metals Price Index1
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10Source: McKinsey Mining Model

Steady state Supercycle up The new normal?

At current price and demand levels, multiple commodities 

are seeing shrinking margins. Slow future growth is expected

MINING EXAMPLE
1 NO RETURN OF THE SUPERCYCLE
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World population, Bn1

A growing middle class will continue to sustain demand for 

commodities in the future

Source: Homi Kharas; Angus Maddison; McKinsey Global Institute Cityscope 3.0

1 Historical values for 1820 through 1990 estimated by Homi Kharas; 2010 - 2025 estimates by McKinsey Global Institute

2 Defined as people with daily disposable income above $10 at PPP. Population below consuming class defined as 

individuals with disposable income below $10 at PPP.. 
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The middle/consuming class is set to grow considerably toward 2030
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Beyond demographics, future resource requirements will be strongly 

influenced by a number of global key trends

Source: McKinsey and Company

1 NO RETURN OF THE SUPERCYCLE
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The shape of the adoption curve of different products varies across 

types and countries, leading to very different market growth patterns

Source: Euromonitor; McKinsey Global Institute analysis
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2000 to 2015 minesite cost increase1 

Source: Industry research, Press search
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Large scale mining disasters worldwide are bringing environment 

concerns to the forefront of government and local agendas

Source: McKinsey
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Expected evolution of price regimes

Source: McKinsey & Company

Margins are expected to slightly improve for 

most commodities by 2020
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We have defined a framework to assess criticality of commodities
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ǐMany minor metals are by-
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ǐChinaôs role
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Pricing outcomes

ǐFly-ups and sharp decreases 
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ǐDifficult to meet capital 
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CRITICALITY FRAMEWORK


