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Better Times in the Mines

Wholesale prices of industrial materials 
have edged up 1.4 percent over the past 

twelve months, but most of the rise has been 
concentrated in several sectors which had 
recorded price declines in the earlier part of 
this decade. In particular, the nonferrous 
metals have recovered strikingly from earlier 
lows, with an 11-percent gain since mid-1964 
and a 17-percent rise since early 1961. These 
metals thus have caused almost one-fourth of 
the past year’s increase in the industrial price 
index, although they account by weight for 
less than one-twentieth of that index.

To price analysts eyeing the course of the 
business cycle, and also to manufacturers of 
metal products, the sharp rise in nonferrous 
metals prices has its worrisome aspects, since 
it could lead to a pyramiding of price in
creases at the intermediate and finished goods 
levels. To metals producers, on the other 
hand, recent developments spell only a wel
come return to the price and profit levels of 
the mid-1950’s.

To many Western communities, of course, 
the ebullient state of the metals markets 
means better times at the mine-head and 
smelter: District states, after all, account for 
roughly three-fourths of the nation’s copper 
production, two-fifths of its lead, one-fourth 
of its aluminum, and one-fifth of its zinc. 
Arizona alone produces over one-half of the 
nation’s copper and significant amounts of 
lead and zinc. Idaho produces one-fourth of 
the nation’s lead and one-ninth of its zinc, 
and Utah mines about half as much lead and 
zinc as Idaho while producing one-sixth of 
the nation’s copper. Washington and Oregon 
account for the District’s one-fourth share of 
U.S. primary aluminum production.

The red metal
The nonferrous metals scene is best exem

plified by the copper market, where prices
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as nonferrous metals prices soar
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have jumped over the past year in response 
to strike shortages superimposed on a heavy 
business demand. During 1964, shipments of 
the red metal increased 10 percent, but do
mestic production of primary copper in
creased only 2 percent (to 1.25 million short 
tons) because of the summer-long mine 
strike. By year-end, consequently, inventories 
were down to the lowest level since the 1955- 
57 boom.

The producer price of refined copper, 
which had been stable for over two years at 
31 cents a pound, thus rose by year-end to 34 
cents. Then, in May 1965, American copper 
producers in Chile responded to Chilean gov
ernment pressure and raised the export price 
for Chilean copper to 36 cents a pound. Ma
jor producers in this country promptly moved 
to the same level, and since that time the pro
ducer price has remained at 36 cents — the 
highest level since 1956. 167
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Prices meanwhile have soared on the met
als exchanges, as consumers have sought out 
additional supplies to eke out their require
ments. In April the spot quotation for refined 
copper on the London Metal Exchange ad
vanced to an all-time high of 69 cents a 
pound. During recent months it has subsided 
in response to the release of Federal stockpile 
copper, although most of the stockpiled metal 
has been of lower grades and has been unsuit
able for some purposes such as copper wire.

At this point, producers are still rationing 
supplies in an effort to deal with the heavy 
flow of incoming orders and the tie-up of 
about 16,000 tons of foreign copper caused 
by the East Coast maritime strike. Producers 
are also accelerating the development of new 
capacity, in Utah, New Mexico, and else
where, expanding perhaps as much as 10 
percent in excess of present requirements.

The light metal
Aluminum, somewhat like copper, has re

cently profited from a heavy business demand 
plus the temporary stimulus of strike-hedge 
buying. Its strong 1965 perform ance has 
come atop a striking 1964 achievement; dur
ing that year, domestic ingot production grew 
10 percent to 2.6 million tons, while mill- 
product shipm ents (including im ports) 
jumped 12 percent to 3.6 million tons. All 
major markets increased their use of the light 
metal: construction, transportation, electrical, 
packaging, machinery, and exports.

Primary aluminum production since 1961 
has increased, on the average, more than 10 
percent every year, and shipments have in
creased even faster than output. The industry, 
however, has been beset for years by an ex
cess-capacity situation traceable to a vast pro
gram of expansion initiated in 1954.

Between 1954 and 1960 the industry in
creased capacity almost 80 percent, and al
though demand during the 1955-56 boom 

168 warranted the new capacity then coming on

stream, the continued investment in new pro
ductive facilities quickly outran the growth 
of the market and created considerable idle 
capacity. The termination of Federal stock
pile purchases and a shift in defense procure
ment from military aircraft to missiles con
tributed some weakness to the growth in de
mand, while stiff competition from foreign 
excess-capacity producers (principally Cana
dian) aggravated the industry’s marketing 
problem.

Ingot prices dropped from 26 to 22.5 cents 
a pound in the 1961-62 period, held there un
til late 1963, and then advanced to 24.5 cents 
as output finally caught up with capacity in 
late 1964. But while ingot prices advanced— 
and carried with them the prices of some fab
ricated products — the prices of windows 
and siding declined along with housing starts. 
The fortunes of fabricated products are tied 
to the specific markets which they serve, and 
the structure of the industry permits these 
markets to influence prices, so that prices of 
fabricated products as a whole declined in 
1964. This price development reflected the 
competitive situation in fabricated products, 
where hundreds of small independents strug
gle with the major integrated producers to 
supply the market —  in contrast to ingots, 
where seven major producers account for 
most of the domestic production.

In March and February of this year, how
ever, producers increased prices on nearly, 
all sheet and plate items, and in May they 
raised prices on soft-alloy extrusions from 
about 32.3 to 35 cents a pound. Finally, after 
signing a new three-year contract with the 
steelworkers’ union in June, major producers 
raised prices one cent a pound on virtually all 
fabricated products, including sheet and plate, 
soft- and hard-alloy extrusions, foil, wire, 
rods, bars, castings, and forgings.

Price increases announced this year appar
ently have been holding firm, and this price 
improvement has been reflected in earnings 
reports. For the first half of 1965, the three

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

September 1965



September 1965 MONTHLY REVIEW

major aluminum producers reported a 38- 
percent year-to-year gain in net earnings— 
which represents a recovery almost to the 
record level of 1956.

After finally regaining a near-capacity level 
of operations, the major aluminum firms are 
expanding their facilities again, but at no
where near the exuberant pace of a decade 
ago. New facilities coming on stream during 
the 1965-67 period will expand capacity by 
less than 14 percent above the present rated 
limit, and industry observers expect that de
mand will increase apace. (Incidentally, a 
new plant in the Pacific Northwest will ac
count for about one-fourth of the projected 
increase in total capacity.)

Business expansion stimulates
strong gains in metals consumption
Millions of Short Tons
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Lead and zinc
American manufacturers— especially those 

in Detroit—consumed about 1.2 million short 
tons of lead and about the same quantity of 
zinc during 1964. These figures represented 
the largest lead consumption since 1955, and 
the largest quantity of zinc for any year on 
record. The automobile industry took record 
quantities of zinc for die casting along with 
substantial amounts of lead for gasoline anti
knock compounds. In addition, lead found 
increased uses in ammunition, red lead, sheet 
lead, and solder, while zinc went in ever- 
larger quantities into the production of brass 
and galvanized iron and steel sheets.

During 1964, domestic lead production in
creased 5 percent (to 0.8 million tons) and 
zinc production rose 8 percent (to 1.0 million 
tons). Imports of both metals meanwhile de
clined substantially, reflecting strong indus
trial demand and high prices in other coun
tries. Domestic consumption thus outpaced 
available supplies, and inventories of both 
metals were drawn down to the lowest levels 
of the last several years. Despite the release 
of some metals from Federal stockpiles, the

producer price of zinc rose during the year 
from 13 to 15 cents a pound, and the price of 
lead jumped from 12.5 to 16 cents a pound.

During 1965, price stability for zinc has 
been maintained mostly because of further 
releases from Federal stockpiles. Zinc users, 
especially auto and steel m anufacturers, 
quickly bought up the 150,000 tons offered 
to date this year, and (pending Congressional 
approval) they may yet obtain 150,000 more 
tons. But the lead m arket is not quite so 
strong; lead users purchased only about one- 
third of 60,000 tons of stockpile metal of
fered for sale in May.

In sum, these four nonferrous metals indus
tries currently are experiencing a substantial 
upsurge in activity. Their recent strength ad
mittedly has been based to some extent on 
momentary supply factors, such as strikes or 
threats of strikes. At the same time, the seem
ingly insatiable demands of an expanding in
dustrial economy have contributed signifi
cantly to the better times in the mines and 
smelters of the American West.

— Yvonne Levy and Adelle Foley
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