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Over-capacity is a major problem
Will Savage, chief executive of the UK-based Aluminium Federation (ALFED) says there is a lot
of uncertainty in the European marketplace, but believes that the miracle metal will be widely used in all
forms of transportation for many years to come
1. How are the British and Western
European
primary
aluminium
industries performing these days?
However we try to “spin” the answer
to this question, the simple truth is that
the British and Western European primary
aluminium producers are closing facilities
at an alarming rate. In the UK alone, we
have seen the closure of 360kt of primary
production in the last three years. One
relatively small plant, which is hydropowered, producing 47kt per annum,
remains. In Europe we produce 3.6Mt of
primary aluminium. This is down, in real
terms, on 1990 levels. However, in 1990
Europe’s share of global production, which
was then 20Mt , was 18%. Today it is only
8% of global production, which is 45Mt .
2. What are your views on the
current state of the global industry?
The global aluminium primary
players have invested heavily in new plants,
especially in the Middle East and China. As
we heard from Rusal at the recent CRU
World Aluminium Conference in London,
production of primary metal exceeds
current demands. Over capacity is a major
problem for the industry.
3. In your opinion, what are the big
issues
affecting
the
primary
aluminium industry today?
Access to power; commodity
speculation; regional domination. On the
flip side, demand projections are strong for
many years to come.
4. Primary aluminium production is
an energy-intensive process, but
would you say the benefits of
aluminium
(in
aerospace
and
automotive, packaging and recycling)
far outweigh any environmental
disadvantages associated with the
production process?
Yes, making a tonne of new
aluminium from its ore is energy-intensive,
simple laws of physics dictate this. We all
want to drive, we all want to fly and travel;
and we all want convenience and comfort.
Aluminium enables this; you can’t fly in a
steel aeroplane. Aluminium is easily
recycled without loss of properties and
requires only 5% of the power required to
smelt it from ore, to remelt it. Repeat this
lifecycle many times, and you don’t need
to be a genius to work out that aluminium
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concerned, it has been said that it will
find its home in places like the Gulf,
Siberia and India and that ‘the West’
(North America, Western Europe,
Australia and so on) will become
more secondary-based. Do you agree?
Yes, I do.
7. In a recent interview with
Aluminium
International
Today,
however, Kevin Anton, Alcoa’s chief
sustainability officer, said the USA
shouldn’t be written off – thanks to
shale gas. How do you view the North
American industry?
Viewed from Europe, the North
American economy seems to be growing
well. It also seems that shale gas has
provided a long-term platform for cheaper
energy prices. This has to be good for the
North American aluminium industry.
is an eminently environmentally-friendly
material. In considering alternative
‘lightweight’ materials, aluminium is the
material of choice.
5. Power is a big issue for
aluminium smelters, particularly
those in ‘the West’. In some places, it
is no longer economically viable to
produce primary aluminium due to
soaring electricity prices and carbon
taxes. As smelting relocates to other
parts of the world – the Gulf, for
example – it has been argued that
some kind of level playing field is
needed. What’s your view?
You know we keep hearing the call
for a “level playing field”, but it is just not
going to happen. Governments can create
short-term energy price advantages, but
smelters need long-term power price
contracts. Governments can also create
artificial trade conditions, for example,
import or export tariffs, but these are only
short-term instruments.
In Europe we have, and will have, a
shortage of generating capacity for many
years. Many European countries, the UK
included, have not had a long-term
strategy for building generating capacity.
This means that Europe’s energy prices will
remain high. Layer over this the uncertainty
about carbon taxes, and it is clear that
Europe and the UK is not seen by many as
a good place to invest in energy-intensive
sectors.
6. Where primary production is

8. Let’s talk about some of the
industries served by aluminium: the
aerospace industry is flirting with
carbon composites, but what kind of
threat, if any, do they pose to
aluminium?
Of course carbon fibre is a threat to
aluminium, just as aluminium has been a
threat to other heavier metals in the past.
You can’t blame the aerospace industry for
wanting to make their products as light as
possible.
Aluminium continues to have the
edge over oil-based products in that it is
100% recyclable. Composites may be reusable for a low-grade function, but
should not be regarded as recyclable. This
will ensure that aluminium will be widely
used in all forms of transportation for
many years to come.
9. Lightweighting is a phrase we
hear a lot these days and it’s clear
that aluminium can reduce weight
and, therefore, the fuel consumption
of motor vehicles. But how fast is the
take-up and will aluminium cars
become a reality for the man in the
street?
As evidenced by ALFED member,
Jaguar Land Rover, aluminium penetration
of the passenger car market can take place
rapidly.
The automotive industry claims that,
with less price volatility the take-up of
aluminium in the volume car sector will be
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“MANY EUROPEAN COUNTRIES, THE UK INCLUDED, HAVE NOT HAD A LONG-TERM STRATEGY
FOR BUILDING GENERATING CAPACITY. THIS MEANS THAT EUROPE’S ENERGY PRICES WILL
REMAIN HIGH.”
much quicker.
The graph is working to aluminium’s
advantage in two directions. In one
direction the amount of aluminium used in
the average passenger car increases yearon-year; in 2000 110kg, today 140 kg. In
the other direction, the weight of a car is
reducing,
further
increasing
the
percentage of aluminium in a vehicle.

recycling at the recent CRU World
Aluminium conference in London,
how did it go and what message do
you hope was conveyed to delegates?
The session went very well and was
attended by a high number of conference
delegates. The message is simple: recycling
of aluminium is the key issue for our
industry going forward.

10. How important is aluminium in
the world of packaging?
Packaging ranks as the third sector in
which aluminium is used. The other two
being transport, and building and
construction.
It’s an important use of aluminium,
but does face challenges in terms of
collection and improving recycling and
recovery rates.
In the UK ALUPRO, an ALFED
member, is working to raise awareness of
the challenges around recycling and
collection rates.

14. When will the global aluminium
industry emerge from the nightmare
of
depressed
pricing
and
overcapacity?
If I knew the answer to that I’d be a
wealthy man, and not working for a trade
association! Here’s what I see are the prerequisites for a lifting of the “doom and
gloom” economy.
• Recovery in the markets where there is a
rapidly growing middle class who aspire to
the things we enjoy in the West. This
includes China, India and South America.
• Rising interest rates.
• Trimming of old and inefficient primary
production capacity.
15. Can you explain why so much

11. Something else we hear a lot of
is the phrase, ‘75% of all the
aluminium ever produced is still in
use today’. It’s normally followed by
‘mostly in buildings’, but links in
nicely with aluminium’s ‘recyclability’
– where does the UK stand in Europe’s
league of aluminium recyclers?
Yes it is perfectly true that three
quarters of all the aluminium ever
produced is still in use today and this
figure will rise as the years go by.
The UK has led the way in aluminium
recycling. The industry grew after the
Second World War. The UK has a welldeveloped recycling industry and an
established supply chain in technology and
equipment.
12. Many companies indulge in
recycling and some, notably the USbased Novelis, an ALFED member,
aspires to 80% of its production
coming from recycled metal by 2020.
How feasible is such an aspiration and
if everybody thought the same way,
would there be enough metal to go
around?
Novelis’ aspiration is very realistic and
to be applauded.
13. You chaired a session on

country
as
self-sufficient
in
production/demand for primary metal.
China’s inevitable demand for
recycled aluminium will create price and
availability fluctuation in the Western
world as they go on their regular scrap
buying sprees.
17. What’s the latest from the
Aluminium Federation?
It is best to read our regular
newsletter and visit our website
(www.alfed.org.uk) to determine this.
ALFED’s primary aim is to represent the
needs of our members. Key activities
include the promotion of aluminium, and
education programmes for all ages. ALFED
has a growing and active Linkedin group
where new views about aluminium are
regularly shared. I am pleased to say that
ALFED’s membership is increasing, which
reflects the need for a supportive and
proactive trade association for the UK’s
aluminium industry.
18. What is the UK’s unique selling
point when it comes to aluminium,
assuming we’re out of the running
when
it
comes
to
primary
production?
Adding value and innovative design.
19. David Wilson of Citi Research
said there was little future in
continuing to operate smelters in
Spain and Germany. Is he right or
wrong?
They will continue to operate if they
make money. Predictions are interesting,
but at the end of the day market forces will
prevail.

aluminium is languishing in LME
warehouses on both sides of the
Atlantic?
No! You’ll have to speak to the metal
buyers and the LME about that.
16. China was discussed at length
during the CRU conference and the
general feeling is that the Chinese are
virtually self-sufficient when it comes
to aluminium. What is your take on
China and its effect on the global
industry?
I agree with the deputy CEO of Rusal
who said that we should regard the

20. On a global level, when are we
likely to see a recovery in aluminium
pricing
and,
hopefully,
a
corresponding lifting of the doom
and gloom hanging over the industry
at present?
I’m sure we’ll see a recovery in prices.
I’m not an economist, but the general
consensus is that the price should be north
of $2200/tonne. In the way of all
economic cycles, the global economy will
recover, but you can be sure that it will dip
again at some stage. Such is life! ᔢ

“THE SIMPLE TRUTH IS THAT THE BRITISH AND WESTERN EUROPEAN PRIMARY ALUMINIUM
PRODUCERS ARE CLOSING FACILITIES AT AN ALARMING RATE. IN THE UK ALONE, WE HAVE
SEEN THE CLOSURE OF 360KT OF PRIMARY PRODUCTION IN THE LAST THREE YEARS ”
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