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Earlier this year in February, we saw early signs of a budding rally in tin backed by fu

ndamentals. What has transpired since then is nothing short of an exemplary run for the

metal taking it to new record highs, surpassing its previous peak in 2011. Not only

that, but tin’s surge this year also makes the strong run in other industrial metals

appear lacklustre in comparison (see figure 01 below). But has tin run its course or is

the metal poised to rise much further still?

 

Source: WisdomTree, Bloomberg. Data from 01 Jan 2021 to 29 Jul 2021. Tin prices are based on the generic 1st tin

futures contract while industrial metals refer to the Bloomberg Industrial Metals Subindex, which is composed of

copper, nickel, aluminium, and zinc. 

Historical performance is not an indication of future performance, and anyHistorical performance is not an indication of future performance, and any

investments may go down in value.investments may go down in value.

  

Fuelled by supply tightnessFuelled by supply tightness

  

Chinese exports fell during June due to continued power outages in Yunnan, the country’s

main tin producing region. Yunnan Tin, the world’s largest producer of the metal, also

began maintenance during the month reducing the supply of refined tin. With China

accounting for 31% of world’s tin mining supply1, these outages have been significant

especially given surging coronavirus cases in other key producing countries including

Indonesia, Myanmar, Malaysia, and Rwanda have already prompted lockdowns and travel
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restrictions creating supply bottlenecks. Indonesia and Myanmar collectively account for

35% of world’s tin mining supply2.

 

With markets expecting tin to remain undersupplied in the near term, tin’s futures curve

continues to be in sharp backwardation, a relatively unusual state for an industrial

metal (see figure 02 below). Investors who have held tin in recent months have,

therefore, not only benefited from the price gains, but also bagged a positive roll

yield (the return earned from maintaining a rolling futures exposure).

 

Source: WisdomTree, Bloomberg. Data as of 29 July 2021.

 

Demand outlook looks promisingDemand outlook looks promising

  

Supply disruptions can produce sharp rallies in commodity prices, creating

opportunities for tactical investors. But for investors looking at industrial

metals through a longer-term thematic lens, and seeking to position themselves

for a potential supercycle, demand dynamics are key.

 

Tin’s draws 49%3 of its demand from solders – metal alloys primarily used in

electronics. The demand for consumer electronics has bounced back strongly this

year adding impetus to tin’s rally. Other sources of tin’s industrial demand

include chemicals (18% of total demand), tinplate (12% of total demand), and

batteries (7% of total demand)4. Tin’s demand from fast-growing technologies

including autonomous and electric vehicles, energy generation, energy storage,

and energy infrastructure, helps tin join the ranks of copper, nickel,

aluminium, silver, and others, as a thematic investment tied to the energy

transition and green infrastructure megatrends. Demand may, therefore, continue

to see persistent growth in the years to come helping maintain tin’s relevance. 

 

SourcesSources

1-4: International Tin Association

 

Related blogsRelated blogs
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+ Strong fundamentals behind Tin's rally

 

 

View the online version of this article here.
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Marketing communications issued in the European Economic Area (“EEA”): Marketing communications issued in the European Economic Area (“EEA”): This

document has been issued and approved by WisdomTree Ireland Limited, which is authorised

and regulated by the Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: Marketing communications issued in jurisdictions outside of the EEA: This

document has been issued and approved by WisdomTree UK Limited, which is authorised and

regulated by the United Kingdom Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as

“WisdomTree” (as applicable). Our Conflicts of Interest Policy and Inventory are

available on request. 

For professional clients only. The information contained in this document is forFor professional clients only. The information contained in this document is for

your general information only and is neither an offer for sale nor ayour general information only and is neither an offer for sale nor a

solicitation of an offer to buy securities or shares. This document should notsolicitation of an offer to buy securities or shares. This document should not

be used as the basis for any investment decision. Investments may go up or downbe used as the basis for any investment decision. Investments may go up or down

in value and you may lose some or all of the amount invested. Past performancein value and you may lose some or all of the amount invested. Past performance

is not necessarily a guide to future performance. Any decision to invest shouldis not necessarily a guide to future performance. Any decision to invest should

be based on the information contained in the appropriate prospectus and afterbe based on the information contained in the appropriate prospectus and after

seeking independent investment, tax and legal advice. seeking independent investment, tax and legal advice. 

The application of regulations and tax laws can often lead to a number ofThe application of regulations and tax laws can often lead to a number of

different interpretations. Any views or opinions expressed in this communicationdifferent interpretations. Any views or opinions expressed in this communication

represent the views of WisdomTree and should not be construed as regulatory, taxrepresent the views of WisdomTree and should not be construed as regulatory, tax

or legal advice. WisdomTree makes no warranty or representation as to theor legal advice. WisdomTree makes no warranty or representation as to the

accuracy of any of the views or opinions expressed in this communication. Anyaccuracy of any of the views or opinions expressed in this communication. Any

decision to invest should be based on the information contained in thedecision to invest should be based on the information contained in the

appropriate prospectus and after seeking independent investment, tax and legalappropriate prospectus and after seeking independent investment, tax and legal

advice.advice.

This document is not, and under no circumstances is to be construed as, an advertisement

or any other step in furtherance of a public offering of shares or securities in the

United States or any province or territory thereof. Neither this document nor any copy

hereof should be taken, transmitted or distributed (directly or indirectly) into the

United States. 

Although WisdomTree endeavours to ensure the accuracy of the content in this document,

WisdomTree does not warrant or guarantee its accuracy or correctness. Where WisdomTree

has expressed its own opinions related to product or market activity, these views may

change. Neither WisdomTree, nor any affiliate, nor any of their respective officers,

directors, partners, or employees accepts any liability whatsoever for any direct or

consequential loss arising from any use of this document or its contents.
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