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Looking ahead, we see a number of key trends and challenges that will shape the industry:

1.  Pivot in interest rates: Since 2022, central banks around the world have sharply increased interest rates. 
With slowing economic activity and cooling inflation, rates should decrease over the next quarters, which 
could provide a tailwind to the metals sector since it is highly capital-intensive.

2.    (Geo)politics: In response to the Ukraine conflict, metal prices have increased sharply and any issue around 
the world from a miners strike to tensions between nations could generate large price swings.

3.   Public policies on critical materials: In recent years, most developed countries have defined what they see   
as critical materials/minerals and have also designed roadmaps to increase production and guarantee 
supply (eg. the US Energy Act, the EU Critical Raw Materials Act). These policies could have a significant 
impact on firms in the sector going forward.

4. Green regulation: Green regulation will be both an opportunity and a challenge for the sector. The shift to 
clean technologies will require much more metals and boost demand. But the metals sector has historically 
been a heavy polluter and will be required to become greener itself. This will imply higher costs and 
production challenges.

5. Exploration & mining projects: Uncovering new mineral resources will be key for the sector’s supply chain, 
output and profitability going forward.

Sector strengths and weaknesses:

Figure 1. Global steel production (mn tons) and steel prices

Sources: WorldSteel, Refinitiv, Allianz Research.  

Despite some volatility, prices remain high and demand also supports the sector 

In 2023, base metal prices and steel prices remained broadly stable (decreasing slightly by about -3% y/y and -6% y/y 
respectively). Demand remained robust, especially in the auto and the renewables sectors, while supply constraints 
were still present which prevented a further slide in prices. Production was also slightly stable in 2023 – steel 
production grew by +0.4% compared to 2022. Furthermore as energy and transportation costs eased in 2023, the 
global metals and mining sector was able to improve its profitability. Compared to pre-pandemic levels, the sector’s 
net income increased by about +10% p.a. over the last five years and its revenues grew by close to +20% p.a. over the 
same period. Indeed, the outlook for demand is likely to remain positive going further as the global base-metal mining 
market size is poised to reach USD744.14bn by 2030.

Strengths

1.  Increasing demand: The metals sector will definitely benefit from increased demand thanks, to the 
greening of our economies.

2.    Higher metal prices: Metal prices are likely to remain at levels higher than historical averages. Although 
market dynamics can mean prices very unpredictable such as Nickel.

3.  Public policies focusing on critical raw materials: Securing critical raw materials and minerals as become 
a policy matter in many parts of the world and this is definitely a support for the sector.

4. Strong liquidity position: Overall, firms in the metal sector and including mining companies tend to have 
strong liquidity positions.

Weaknesses

1.  Supply-chain weaknesses: The metals supply chain is both highly fragmented – since mining,  refining and 
smelting can be scattered across the globe – and also highly concentrated as a few countries dominate 
activities (e.g. copper is extracted mostly in Peru & Chile; most of the refining occurs in China).

2.  Volatile prices: Nickel prices have dropped around 40%, and some mines have cut production, or mothballed 
until they bounce back. This has been caused by an increase in supply from Indonesia, driven by Chinese 
investment. Indonesia has grown market share from just 2% in 2015 to over 45% of global market share.

3. High exposure to (geo)political risks: Because of its supply-chain fragmentation across the globe, the 
sector is highly exposed to geopolitical risks. In some specific regions such as Africa or Latin America, the 
sector is also vulnerable to domestic social/political risks.

4. Increasing ESG pressures: Metals companies are facing increasing pressure from ESG regulation regarding 
their water use, pollution and biodiversity impacts.

5.  High capital intensity: Firms in the sector need to spend massive capex in order to maintain continuous  
investment and maintenance, as well as adapting to environmental regulations, and improve efficiencies.
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The metals sector, which includes basic metals, castings, 
non-ferrous metals and iron & steel, accounted for 
close to GBP31bn of sales in 2023 in the UK, down from 
GBP34bn in 2022 – mostly because of lower volumes in 
iron & steel (see Figure 3). As volumes are expected to 
decrease in 2024 in most segments, coupled with lower 
prices, the turnover for the sector is likely to decrease 
by close to -15%. The sector will be challenged by tight 
financial conditions and higher interest rates that are 
weighing on construction activity. Furthermore, as 
the automotive sector and the wind sector are also 
experiencing a slowdown, the outlook for demand is 
tilted to the downside. The wind sector has faced major 
cost issues with soaring input prices, labour shortages, 
fixed price contracts, and supply chain delays.  In the 
UK, day sales outstanding (DSO) for the sector stood at 
64 days in late 2023, in line with the global average for 
the sector (62 days). With most companies having DSOs 
between 60 and 90 days, this confirms that the liquidity 
position of firms in the metals sector is rather solid.

Figure 2. Expected mineral demand for clean 
technologies by scenarios (mn tons)

Sources: IEA, Allianz Research.  

Market focus – UK

Figure 3. UK metals output (y/y% change)

Sources: Oxford Economics, Allianz Research.  
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About 
         Allianz Trade:
One way to protect your business against the risk of non-payment from a business customer due to 
insolvency is a comprehensive trade credit insurance policy. 

Allianz Trade is the global leader in trade credit insurance and a recognised specialist in the areas 
of surety, collections, structured trade credit and political risk. When the unexpected arrives, our AA 
credit rating means we have the resources, to provide compensation to maintain your business. For 
more information, visit www.allianz-trade.co.uk.

Contact us:
If you’d like to find out more on how trade credit insurance can help you, contact us today at 
+44(0)800 056 5452 or email to info.uk@allianz-trade.com

About Allianz Research
Allianz Research encompasses Allianz Group Economic Research and the Economic Research 
department of Allianz Trade.

Forward looking statements
The statements contained herein may include prospects, statements of future expectations and other 
forward-looking statements that are based on management’s current views and assumptions and 
involve known and unknown risks and uncertainties. Actual results, performance or events may differ 
materially from those expressed or implied in such forward-looking statements.

Such deviations may arise due to, without limitation, (i) changes of the general economic conditions 
and competitive situation, particularly in the Allianz Group’s core business and core markets, 
(ii) performance of financial markets (particularly market volatility, liquidity and credit events),
(iii) frequency and severity of insured loss events, including from natural catastrophes, and the
development of loss expenses, (iv) mortality and morbidity levels and trends, (v) per-sistency levels, (vi)
particularly in the banking business, the extent of credit defaults, (vii) interest rate levels, (viii) currency
exchange rates including the EUR/USD exchange rate, (ix) changes in laws and regulations, including
tax regulations, (x) the impact of acquisitions, including related integration issues, and reorganization
measures, and (xi) general competitive factors, in each case on a local, regional, national and/or
global basis. Many of these factors

No duty to update
The company assumes no obligation to update any information or forward-looking statement 
contained herein, save for any information required to be disclosed by law. may be more likely to 
occur, or more pronounced, as a result of terrorist activities and their consequences.

Euler Hermes UK is a branch of Euler Hermes SA (NV), trading as Allianz Trade, Avenue des Arts 56, 1000 Brussels, Belgium. Company 
no. 0403.248.596 RPM Brussels. Insurance firm, registered under code. 418. Branch registered in England and Wales with no. BR015404, 
registered branch address 1 Canada Square, London E14 5DX. 

Authorised and regulated by the National Bank of Belgium and the Belgian Financial Services and Markets Authority. Authorised by 
the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential 
Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on request. 




