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Copper and aluminium are important beneficiaries of electrification and
decarbonisation. While copper’s investment case is driven by structural supply
constraints, aluminium benefits from lightweighting, grid expansion and
recycling. Together, they offer complementary exposure to some of the
strongest long-term trends in the global economy.

Electrification drives structural demand: Electrification is reshaping demand for industrial metals. EVs, power
grids, renewable energy projects, data centres and Al infrastructure are creating a durable source of demand
growth for both copper and aluminium, reducing reliance on traditional industrial cycles and Chinese economic
activity.

Different metals, different constraints: Although both metals benefit from the same long-term trends, their
supply dynamics differ fundamentally. Copper faces geological scarcity, declining ore grades and lengthy mine
development lead times, while aluminium is abundant but highly dependent on energy costs, power availability
and access to low-carbon electricity.

A complementary investment opportunity: Copper offers exposure to structural scarcity, pricing power and
electrification-driven demand growth. Aluminium complements this theme through lightweighting, grid
expansion, recycling and industrial decarbonisation, providing investors with diversified exposure to the energy
transition.
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Two metals at the centre of a global transformation

Copper and aluminium are no longer merely industrial commodities. They have become essential building blocks of
the global energy transition, supporting everything from renewable power and electric vehicles to transmission
networks and Al infrastructure. The strendth of these trends is also visible in market performance, with both copper
and aluminium prices posting solid year-to-date gains, as both metals have risen by more than 7%. Although both
metals benefit from the same structural trends, their investment stories differ. Copper is increasingly shaped by
limited supply growth and rising strategic importance, while aluminium stands out for its role in lightweight
manufacturing, energy efficiency and the circular economy. For investors, the opportunity lies in understanding how
these distinct dynamics converge. As demand accelerates, the ability of producers to meet future needs could become
a defining factor in long-term returns.

Electrification is rewriting the metals playbook

Demand for copper and aluminium is being reshaped by the rapid electrification of the global economy. Investment
is flowing into renewable energy, battery storade, electric vehicles, charging networks and digital infrastructure.
Copper remains indispensable because of its superior electrical conductivity. Every expansion of the power system
requires significant amounts of copper, from transmission cables and transformers to data centres and charging
stations.

Aluminium benefits through a different set of advantagdes. Its low weight improves vehicle efficiency and supports
the transition to electric maobility. It is also becoming more important in power transmission, where its attractive
balance of cost, conductivity and weight makes it an increasingly competitive solution. As a result, demand is
becoming less dependent on traditional industrial cycles and more closely linked to long-term infrastructure
spendind. This shift strengthens the structural outlook for both metals.

Importantly, the relationship between metals prices and Chinese economic activity has weakened over time. As
illustrated in the chart below, copper and aluminium prices have remained remarkably resilient even as the Li
Kegiang Index, a proxy for Chinese growth, has slowed. This suggests that demand is increasingly being supported
by global structural trends (such as electrification and infrastructure investment) rather than solely by traditional
Chinese industrial expansion.

DEMAND IS NO LONGER SOLELY DRIVEN BY TRADITIONAL CHINESE INDUSTRIAL GROWTH

COPPER AND ALUMINIUM PRICES VERSUS THE LI KEQIANG INDEX (A PROXY FOR CHINESE GROWTH)
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Note: January 2015 = 100 for all indices.
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Scarcity versus energy: two very different supply stories

While demand growth supports both metals, the supply side reveals a sharp contrast. Copper faces growing structural
constraints. Ore grades continue to decline, large discoveries are becoming less common and new mines often require
more than a decade to move from discovery to production. These challenges limit the industry’s ability to respond
quickly to rising demand.

Aluminium’s challenge is different. The metal is abundant, but production is highly energy intensive. Electricity is the
largest cost component of primary aluminium production, making profitability highly sensitive to power prices and
environmental regulation.

The chart below illustrates these differing supply dynamics. While copper production has increased only gradually
over time, aluminium output has expanded much more rapidly, reflecting the relative abundance of its raw material
base and the ease with which capacity can be expanded. The comparison highlights that aluminium’s main
constraint is access to affordable energy, whereas copper remains constrained by geolody, mine permitting and the
long lead times required to develop new mines.

COPPER AND ALUMINIUM: VERY DIFFERENT PRODUCTION PROFILES
PRODUCTION OF COPPER (MEASURED BY MINING AND QUARRYING) AND ALUMINIUM (MEASURED BY SMELTING)
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These contrasting realities create two distinct investment narratives. Copper is fundamentally a scarcity story driven
by constrained supply, whereas aluminium is an energy story shaped by cost competitiveness and access to
sustainable power. Both dynamics support a constructive long-term outlook for the sector.

Following the value chain: where value is created

Looking beyond demand and supply fundamentals, the copper and aluminium value chains provide additional insight
into where investment opportunities may emerge.

In copper, value creation starts with mining and concentrate production, before moving through smelting, refining
and, ultimately, end-use applications such as power infrastructure, electric vehicles and data centres. While
downstream demand benefits from electrification, the greatest economic bottleneck remains upstream. Limited
mine supply, declining ore grades and increasingly complex project development have strengthened the strategic
position of copper miners, which are often the primary beneficiaries of rising prices.
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The competitive landscape in copper can be divided into three broad groups. Diversified mining companies benefit
from stable cash flows, strong balance sheets and exposure to multiple commodities. Pure-play copper producers
offer greater exposure to rising copper prices and therefore stronger earnings sensitivity to the electrification theme.
Project developers and exploration companies provide the highest potential growth but carry significantly higher
operational, financing and execution risks.

The aluminium value chain is structured differently. Bauxite is converted into alumina and then smelted into primary
aluminium, a process that requires substantial amounts of electricity. As a result, access to low cost and low carbon
energy has become a key competitive advantage. Increasingly, value creation is also shifting towards recycling, where
secondary aluminium can be produced using only a fraction of the energy required for primary production. This
favours recyclers and producers with strong circular economy capabilities as sustainability requirements continue to
rise.

The aluminium market is dominated by a relatively small number of global producers alongside a much larger group
of regional processors and fabricators. Integrated producers benefit from control over multiple stages of the value
chain, from raw materials to finished metal, while specialised companies focus on selected production stages or end
markets such as transportation, packaging and construction.

COMPARISON OF THE TWO VALUE CHAINS
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Source: The Investment Institute

Why copper leads while aluminium complements

The distinction between copper and aluminium becomes even clearer from an investment perspective. Both metals
are positioned to benefit from electrification, grid expansion and decarbonisation, but their market dynamics differ
significantly. Copper's critical role in electrical infrastructure, combined with persistent supply constraints, has
historically translated into stronger pricing power and greater investor interest.

As illustrated in the chart below, copper has traded at a substantial premium to aluminium over time, with the price
differential widening during periods when supply constraints and demand expectations have been particularly
supportive for copper. This persistent gap highlights the market’s tendency to assign a higher value to copper because
of its greater scarcity, strategic importance and more challenging supply outlook.
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COPPER HAS CONSISTENTLY TRADED AT A PREMIUM TO ALUMINIUM
LME COPPER VERSUS ALUMINIUM PRICES
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The explanation lies in the different supply dynamics discussed earlier. While new aluminium capacity can generally
be added when energy and capital are available, copper supply remains constrained by geology, permitting
requirements and lengthy mine development cycles. As a result, rising demand has historically translated more
directly into higher copper prices and a persistent premium relative to aluminium. By contrast, aluminium’s greater
supply flexibility has typically limited upside, despite continued support from lightweighting, power infrastructure
investment and recycling.

Recent market performance reinforces these contrasting characteristics. Copper has denerally outperformed
aluminium in recent years, reflecting tighter market conditions and stronger pricing power. We remain constructive
on both markets, with our forecasts pointing to copper prices in a rande of USD 12,900-13,800/t in 2026 and
USD 13,100-14,000/t in 2027. For aluminium, we expect prices of USD 3,100-3,400/t in 2026 and USD 3,200-
3,500/t in 2027. For investors, copper remains the more attractive exposure, given its stronder scarcity
characteristics, while aluminium provides complementary exposure to industrial decarbonisation, energy efficiency
and recycling trends.

Two essential metals, one constructive outlook

We remain constructive on both copper and aluminium over the medium and long term. Copper stands out for its
favourable supply-demand balance, while aluminium complements the investment case through its broad industrial
applications and strong recycling economics. Together, they offer diversified exposure to some of the most powerful
structural trends shaping the global economy.
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary.

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest.
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Ifthe investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this

document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —

including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not

allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written autharisation from UniCredit Group unless if purposes of personal use only. E 25/1
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