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Macro environment
Global economic growth is forecast to weaken more than 
expected in 2019, reflecting rising trade tensions between the 
United States and China and rising government debt in various 
countries as well as deeper-than-expected slowdowns in 
several major economies. Sluggish global growth is having a 
knock-on effect on emerging economies, such as South Africa, 
manifesting in subdued investment growth in addition to 
structural constraints. 

ARM’s diverse products are sold into different markets: 

 » Iron ore and manganese ore are marketed and sold on behalf  
of  Assmang by Assore primarily to steel producers in China, 
Japan, Malaysia, India and Europe. A relatively smaller 
proportion is sold locally

 » Manganese alloys are mainly sold into the United States of  
America, India and Taiwan

 » PGMs are sold in concentrate form to local smelters and 
refineries

 » Coal is marketed and sold by our joint-venture partners, 
Glencore, to various markets, mainly China and India

 » Nickel produced at Nkomati Mine is sold in concentrate form 
to a subsidiary of  Norilsk Nickel (Metal Trade Overseas)

 » Chrome concentrate, produced as a by-product at Nkomati 
and Two Rivers mines, is sold locally or exported.

This effectively spreads the risk of  selling a single commodity 
to a single market, although it does expose us to various market 
and commodity dynamics. These are closely monitored to 
enable us to anticipate and respond effectively.

Regionally, for our key markets, the latest World Bank report 
(Global Economic Prospects June 2019) expects slowing 
growth in East Asia and Pacific, which includes China and 
South Korea to 5.9% this year – the first time in over 20 years 
that growth in this region is expected to dip below 6%. In 
contrast, the World Bank forecasts solid growth in South Asia, 
with India projected to accelerate to 7.5% in 2019 and 2020. 

South African operating environment
Escalating global trade and geopolitical tensions are exacerbating 
pressures on the South African economy, with GDP contracting 
3.2% in the first quarter of  calendar year 2019 (C2019) but 
rebounding by a similar percentage in the second quarter. The 
South African Reserve Bank believes the sharp decline was 
primarily caused by electricity shortages and strikes that led 
to broader weakness in investment, household consumption 
and employment growth. The Reserve Bank revised its GDP 
forecast for 2019 down to 0.6%, cautioning that investment 
prospects would remain limited in the absence of  structural 
reforms, while any escalation in trade tensions could have 
further negative impacts. GDP expectations for South Africa 
according to the World Bank are more modest at 1.5% in 2020, 
and more at risk to external and internal factors.

Rand versus US Dollar exchange rate
The Rand has weakened against the US Dollar along with other 
emerging market currencies. Much of  the Rand’s weakness has 
been as a result of  thin, illiquid trading conditions amid continued 
trade talks between the US and China as well as developments 
in US monetary policy. In addition, domestic issues including 
uncertainty around government’s reform plans and concerns 
about key government state-owned entities are contributing to 
Rand volatility.
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Summary of key commodity markets

Iron ore (ARM Ferrous)
Iron ore prices rallied strongly in F2019, fuelled by supply 
disruptions from major producers (mainly the tailings dam 
incident at Vale's Brazil operations). Chinese steel production 
has also surprised on the upside particularly in the second half  
of  the financial year further supporting prices. Supply is 
expected to normalise into F2020 putting downward pressure 
on prices.
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Manganese ore (ARM Ferrous)
Manganese ore prices have trended downwards since the 
beginning of  F2019, dropping 35% from their peak in F2018. 
Given the still healthy margins for most producers at current 
spot prices, some capacity expansions are planned, which 
could put pressure on prices.

With better-than-expected steel production in China (discussed 

above) and stricter steel production standards (which have 

resulted in increased intensity of  use per tonne of  steel), 

downside risk in the manganese ore market is on the supply side.
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PGM (ARM Platinum)
Given the numerous end uses for PGM, their price movements 

correlate to global manufacturing activity, which in turn shapes 

the dynamics of  supply and demand. 

The platinum price has largely drifted sideways in F2019. 

Palladium ended the year around 60% higher despite the 

slowdown in global manufacturing. Because PGMs, particularly 

palladium and rhodium are essential elements in the 

autocatalysts that reduce vehicle emissions, tightening 
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environmental regulations support demand. There is a limited 
basis for platinum prices to recover materially in the short term 
as diesel auto demand in Europe continues to fall and jewellery 
demand in China remains muted.

The longer-term outlook for PGM remains stable. In addition to 
autocatalytic converters, research continues into technologies 
supporting clean mobility, such as fuel cells.
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Nickel (ARM Platinum)
The 2019 rally in the nickel spot price reflects fundamental 
demand for the metal from electric vehicle battery producers, 
although concerns have been raised about the sustainability of  
higher prices in the short to medium term.
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Thermal coal (ARM Coal)
Thermal coal prices have declined rapidly in the past year. The 
magnitude and speed of  the fall in seaborne thermal coal 
prices has focused the market’s attention on demand, supply 
and price risks after a long period of  complacency. With 
capacity in the seaborne thermal market currently exceeding 
demand, any impact of  constrained supply, as a result of  
underinvestment in thermal coal expansions due to climate 
change concerns is not expected to be felt for at least the next 
two to three years.
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Outlook
Global GDP growth remains at risk as concerns about a 
slowdown in China’s growth and uncertainty about the US-
China trade negotiations persist. Other global events driving 
sentiment include uncertainty over Brexit negotiations, 
geopolitical tensions between the US and Iran and central 
bank monetary policy responses. These risks continue to 
impact commodity prices, currencies and equity markets 
globally, increasing volatility.

Trends in addressing pollution concerns, particularly in China 
and tightening emission regulations globally are expected to 
continue supporting demand for high-quality bulk commodities, 
positioning ARM’s high-grade iron ore and manganese ore well. 
In the medium to long term, global emission reduction initiatives 
and the move to cleaner mobility and energy are expected to 
put pressure on demand for PGMs and thermal coal but create 
opportunities for other commodities in our portfolio, including 
bulk and base metals. PGM producers continue to conduct 
research that will enable PGMs to be part of  the clean mobility 
solution including fuel cell technology.
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