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Cobalt; metal of the future!
In the first half of 2017, the price of cobalt
rocketed on the London Metal Exchange from
$32,750 per tonne to just over $58,500 per tonne,
driven by a surge in demand for next generation
energy technology and clean-tech products.
Activity in the cobalt sector has increased dramatically over
the past six months and the strong share price performance
of many cobalt stocks reflects this surge in activity.
Several industry analysts have suggested that this
could be the start of a new trend, rather than a
speculative bubble, driven by strong supply and demand
fundamentals; but what is it that makes these analysts
so bullish on the long-term outlook for cobalt?

Cobalt uses & the
lithium-ion battery
From superalloys for gas turbines and jet engines to
magnetic and stainless steels, cobalt has a wide range of
commercial and industrial applications. However, it the
rise of the lithium-ion battery that is causing the most
market excitement for cobalt-related investments.
Lithium-ion batteries are the most widely used form of
portable, rechargeable battery for electronics. They have
a high energy density, tiny memory effect (meaning they
hold a higher charge) and low-self discharge (meaning
they last longer, when not being used). In the automobile
industry the attraction of lithium-ion batteries that use
cobalt is twofold. First, such batteries hold potential for a
theoretical travel range of 300km. Second, they allow for
instantaneous power delivery, enabling quick acceleration.
In anticipation of high demand for lithium-ion
batteries from global carmakers, lithium was one
of the most popular commodities among resource
investors during 2015 and 2016. However, over
the course of 2017 lithium’s position as the “hot”
commodity investment has been usurped by cobalt.
The reason for this is simple. High-energy chemistries
mostly require more cobalt than lithium.
Although 75% of lithium-ion batteries use cobalt
, those that do use it require as much as seven
and a half times more cobalt than lithium .
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Cobalt is the 33rd most abundant metal on the
planet. It is widely scattered across the Earth’s
crust, but there are relatively few primary deposits
that can be easily commercially exploited. 93% of

DRC

global cobalt production is concentrated in just 11
countries, with the Democratic Republic of Congo

93%
of global Cobalt
production sourced
from 11 countries

55%
of global Cobalt
supply originates
from the DRC

accounting for nearly 55% of global supply on its own.

Global Cobalt Producing Countries 2016
Zambia
United States
South Africa
New Caledonia
Madagascar
Phillipines
Cuba
Australia
Russia
Canada
China
Other Countries
DRC
20,000

40,000

SOURCE: US Geological Survey

Growing strategic significance
With the rise of green technologies, cobalt has become a
strategically significant metal. Despite its relative abundance,
there are two potential threats to global supply.
First, 90% of the world’s cobalt is produced as a by-product of
nickel and copper mining. This leaves cobalt production heavily
dependent on demand for those other two metals. With the
rise in dedicated demand for cobalt this creates potential for
gaps in supply, particularly if demand for copper is weak.
The second potential threat to reliable cobalt supply is the
concentration of production in the DRC. Currently ranked
only 187 out of 194 countries for political stability, any social
unrest in the DRC could cause a significant disruption to cobalt
supply. Reflecting this, in 2011 Wikileaks released a diplomatic
cable from the U.S. Department of Homeland Security that
warned if a certain cobalt mine in the DRC were to suffer
“incapacitation or destruction… it would have a debilitating
impact on U.S. security and the national economy” .
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Projected demand for cobalt
Thanks to the rise in popularity of lithium-ion
batteries, over half of global cobalt production is
used to produce “green” batteries. Application is
across a range of devices from as little 3.6g in
each mobile phone on the planet to just over 6kg
in every electric car. In July 2017, Tesla announced
a partnership with energy company Neoen to build
the world’s largest lithium-ion battery in South
Australia. The 100-megawatt battery is intended
to end the blackouts South Australia has suffered
since September 2016 . This could well mark
the beginning of a new era in domestic power
generation, which if successful will strengthen
demand for cobalt.

Governments around the world are increasingly
imposing tougher emission controls on petrol and
diesel fuelled engines. Some countries are even
considering a total ban of such vehicles. France
recently announced it expects to ban the sale of
any car that uses petrol or diesel fuel by 2040 .

However, it is the market for electric cars that
is causing some of the greatest enthusiasm
for cobalt’s future prospects. Overall demand
for cobalt is forecast to increase by 45%
between now and 2020, as the trend towards
environmentally friendly vehicles gathers pace .
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