Copper prices retreat from record highs amid Chinese demand slowdown and US dollar strength
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Copper prices have recently taken a pause after reaching record highs, reflecting a complex interplay of demand concerns, currency fluctuations, and broader economic uncertainties. Following a surge to an unprecedented $11,200 per ton on the London Metal Exchange (LME) at the end of October, prices have now cooled, with the LME rate slipping to around $10,776 per ton and similar declines observed on the Shanghai Futures Exchange. The retreat comes amid weakening Chinese demand and a softer yuan, which fell to its lowest level in over a week against the US dollar, influencing market sentiment and pricing dynamics.
The strength of the US dollar, partly driven by cautious signals from the Federal Reserve on potential interest rate cuts, has increased the cost of copper for buyers using other currencies, notably Chinese importers. This has prompted many firms to limit their purchases to spot trades rather than building stocks at elevated prices. Consequently, copper premiums in key Chinese ports like Yangshan have fallen sharply from $58 per ton at the end of September to about $35, while inventories in Shanghai warehouses have risen by nearly 11% in recent weeks, underscoring subdued physical demand.
This cooling in demand contrasts with the supply-side concerns that initially propelled copper to record valuations. Major mining companies, including Glencore and Anglo American, have reported declining output and lowered their production forecasts, while analysts at the International Copper Study Group forecast a potential 150,000-ton deficit in refined copper supply for 2026. Despite these supply constraints, some market experts, including Goldman Sachs, predict the copper market will experience a modest surplus in the coming years, potentially tempering prices to a range between $10,000 and $11,000 per ton by 2026-2027.
The volatility evident in copper markets highlights the sensitivity of the metal to shifts in Chinese industrial activity, global trade dynamics, and US monetary policy. China's slower manufacturing expansion and falling new orders—reported in October by private-sector surveys—reflect ongoing uncertainties tied to trade tensions and tariff anxieties. Nonetheless, easing US-China trade tensions have provided some relief to investors. This is illustrated by a holding pattern in copper prices recently, with some gains in other metals like zinc and lead in Shanghai, while aluminium, nickel, and tin have seen declines, indicating a mixed sentiment across commodities.
Underlying demand indicators, such as the ANZ Downstream Copper Demand Indicator, have shown pockets of growth in sectors like grid infrastructure and electric vehicles in China, supported by government stimulus and increased manufacturing output. However, these positive signals have not yet fully offset concerns about broader economic softness. On the supply front, disruptions remain a factor, notably Glencore's planned closure of its largest Canadian smelter, which adds an element of risk to the supply balance.
In summary, the recent pullback in copper prices after a meteoric rise illustrates the complex balancing act in global metals markets. While supply constraints and strategic geopolitical shifts underpin a generally bullish long-term outlook, short-term market dynamics are being shaped by cautious buyers, currency fluctuations, and signs of slowing demand in the world's largest consumer, China. Investors and industry players are therefore navigating a period of heightened uncertainty, requiring careful adjustment of their commodity strategies in response to these evolving factors.
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