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FREE WORLD LEAD AND ZINC SUPPLY AND ITS RELATION T DEMAND

It is no secret that lead and zinc have been and are tn
extrenely lhori supply. Also, it is no secret that the shortage
is due to inadequate mine production of both metals to meet the
free world demand. In fact, both metals are {n such short supply
that in 1964 the United States Covernment, by sct of Congress, re-
leased 50,000 tone of lead and 75,000 tons of zinc from the national
stockpile. Again this ysar legislation has been enscted authorizing
the Government to release an additional 200,000 tons of each metal.

Having heard the past, present snd future consumption
discussion by Mr. Wolff, I will try to cover the same geographic
areas for you from a supply standpoint and, for sake of coovenience,
on my charts I will carry along Mr. Wolff's consusption figures so
that you will see the relation between the two. By viewing these,
I hope I will be able to give you the snswers to (a) why did {t
happen? (b) 1s there going to be enough to go around this year?
and (c) vhat {s the longer term outlook for supply-demand balance?

First, let me explain to you the basic sssumption om
vhich ay forecasts of supply are based. I hsve no crystal ball
and 1 make 0O pretense at trying to guess what ups and downs might
be in the econowy of the free world or any segment thereof in a
given year. Whatever occurs in this regard can vastly affect
either the supply situation or the level of consuaptiom, or both.

However, since our question today is whether or not there will be °
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snough to support a continuing strong economy, that is just vhat I
have assumed. Under conditions of a weakening economy, supply
always exceeds demand so that possibility has been disaissed for
purposes of this presentatfon.

While lead and zinc are similar in genersl, they ars
quite different in detail and, thus, 1 will cover them separately,
starting with lead.

LEAD
Chart #1 shows the fres world consumption of lead from

. 1950 through 1964 and as projectsd through 1968, from Mr, Wolff's

previous paper. Shown {n rointlon to the commptié&. are free
world smelter production from 1958 through 1964 and projected
through 1368, and recoverable aine production for the same period.
The lower lines on the chart show the sane figures for the United
States only from 1958 through 1964 on an actual basis and projected
through 1968,

Before analysing the showings of the chart, let me
explain to you the definitions used in the statistics making up
the data used. The definition of lead smelter production is the
same as that adopted by the United Nations Study Group for Lead
and Zinc, namely, that they include only lead produced {n pig lead
and antimonial lead produced froa samslters and refinerias regardlss

of raw material source, but do not include secondary lead resulting
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from remslted scrap but not smelted, Since statistics have been
oade up by the United Nations Lead-2inc Study Croup on this basis
enly since 1958, figures properly compiled are not available prior
to that date,

Prior to 1958, the free world and U.8.A. uine grodu:tiol
of lead had run a very parallel courss with that of zinc, for which
figures are available, and which will be covered later in this
presentation. 1In 1958, lead was in gross over-production in the
free world relative to consumption, the excess of metal production
over consumption being soms 290,000 tons. By the end of that year,
producer stocks had grown substantially end prices hsd dropped
considerably from their 1957 high. Free world consusption had
fallen from its 1956 high by some 245,000 tons and mine closures
were quite widespread throughout the world.

While as pointed ocut by Mr, Wolff, from 1958 unti{l 1964
the free world consumption of lead increased scae 700,000 tons, you
vill notice from the chart that free world mine production undervent
no net increase whatsoever, being relatively flat at about the
2 million ton level for the 6-ysar period.

You will note also that while aine production of lead wes
not increasing, smelter production was. In fact, it increased every
year from 1958 through 1964 for an aggregate total of 325,000 toms.
Now this was caused by three things: (a) drawdown of ore stocks at



saelters and mines, (b) mors scrap coming on ths market becsuse of
increased pricas, and (c) a permanent incrsass in the battery
scrap run-around {n several countries where the sutomobile
population has increased markedly during the pericd. Unfortunately,
statistics on & world-wide basis are not available which will allow

& breakdown of these three factors. It is thought, however, thst
drawdown of ore stocks hsd run its linit by the end of 1964 and
that 1963 and thersafter will see a smaller differential between
aine and smelter production than the record 825,000 tons of 1964.

Any way you look at 1t, the conclusion in lead ig that
the shortage existing today is due to lack of increased mine
production commensurate with the very substant{al increase that has
taken place {n consumption.

While I will exsmine the.exact situation in 1964 and
1965 in some detail later, let us nov consider what is likely to
happen to lead mine production between now and 1968. Here we find
the situation will change radically. Last November, at the regular
meating of the United Natfons Lead-Zinc Study Group in Madrid, a
lpoci;l subcomittee wvas appointed to investigate the probable
increases in mine production {n the next fev years. 1 was made
chairman of that subcoammittes. Through {nformation gained in ‘thlt

experience, plus additional information gathered from all available

sources since that time, it would seem likely that lead mine
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production in 1965 will rise approximately 225,000 tons over 1964,
1966 will see a further 180,000 ton incresase, 1967 a further
120,000 tons, and 1968 an additional 220,000 tons, for a total
increase in the next four years of some 750,000 tons, |

This total is made yp of approximately 150,000 tons in
Eurvpe, 300,000 tons 1in the U.S.A., 15,000 tons in Japsn, 100,000
tons in Canada, and 180,000 tons {n the balance of the free world.
The 180,000 ton free world figure 1s over and above their 1964
production; howsver, certain interruptions csused 1964 productioa
to be less than 1963 output, so that only 125,000 tons of the
180,000 figure represents true additional production capacity.

The Buropean incraase in 1955 stems principslly from a
30,000 ton increase in Yugoslavia, a 15,000 ton increase in France
caused by the starting of the Largentiere Mine, 10,000 tons from
the Tynagh Mine in Ireland beginning producticn in 1965, and an
increase in the Sen Marco Mine iam Italy. In 1966, Burcpe will
increase 8 further 40,000 tons, being entirely from the coming up
to capacity of the Tynagh Mine, 1In 1967, & further 22,000 ton
increase will stem from the startup of Silvermines property in
Ireland and in 1968 a 30,000 ton incrsase from new mines starting
up in Bardinia,

In the U.S.A. an increase of 30,000 tons {s expected in

1963 due to increases in the Viburmum aines of 8t. Jos over the
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1964 level, & 33,000 ton increase in 1966 from further St. Joe and
Bunker Hill Southeast Missouri production, plus aiscellanecus small
increases, a further increase in 1967 of 47,000 tons, and a 200,000
% ton increase in 1968 from the bringing {a of ths Amax-Howestaks
mines, the Cominco-Dresser mines, one of the Kennecott mines and the
ASSR mine, all in Southeast Mispouri.

1 In Japan, 5,000 ton increases are sxpected each in 196S,

1 1966 and 1967, with expansion of existing mines plus recovery of
lead from the so-called black ores.

In Canada, 50,000 ton incresses are expected inm 1963 and
again in 1966, caused by increases in the Brunswick Mine plus
bringing in of the Pine Point Mine of Cominco.

In the balance of the free world, in 1965 a 20,000 ton
increase is expected in Africa and a 10,000 ton {ncrease in
Australia from Mt. Isa, In 1966 ressonable increases are expected

in Peru and India, with an additional 35,000 tons in Australias also

from Mt. Isa. 1In 1967 & further increase is expected from Peru and

& further increase from Mt. Isa. This boost of some 750,000 tous,

or 38, in world production in the coming four years will have some

rather drastic effects upon the flow of lead as between various

trade areas, which I will dwell on in some detail later.

' Assuning that the differential between mine and smelter

production in lead in the free world returns to sbout a normal
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700,000 ton level, on the chart I have projected what this would
mean in emelter production over the next four years. You will

note that on a free world basis, smelter production and consumpticn
cross in 1966 and in 1967 and particularly in 1968 & surplus of some
200,000 tons appears possible. I would like to point out, however,

that this surplus {s of the order of only 5% to 6% and an additional
increase of 1% per year {n consumption over that estimated could
aske this a relatively balanced situstion. It sppears most likely,
however, that by 1968 we are going to see a balanced or slightly
surplus situation {n lead in the free world.

Looking now to the U.S.A. alone, you will note that the
300,000 ton increase between 1964 and 1968 in mine production, most
of which takes place in 1968, causes the U.S.A. snelter production
to just about equal U.S.A. consumption. The full importance of
this I will discuss later.

Turning now to the immediate situstion in lesad, Chart #2
shows the aine production, metal supply and consumption for the
years 1964 and 1965, estimated by half-year periods, for U.S.A. and
the balance of the free world., Supply in U.S.A. 1is smelter
production plus stockpile releases, and supply in the balance of
the free world is swelter pro;uctlon plus net imports from Essterm
Europe. 1 think the following observations are of interest.

| In the first half of 1964, the belance of the free world
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~ production amounting to approxinately 100,000 tons and U,.8.A.

had smelter production plus imports from Eastern Europe representing
a metal supply of approximately 95,000 tons in excess of their

needs, U,.8.A. had a metal requirement of consumption over smelter

imports wers actuslly 112,000 tons. Thus, in the first half of

1964, foreign smelter stocks wers little affected and U.S.A.»
consumer stocks went up by some 12,000 tons.

In the second half of 1964, the foreign supply over
consumption had dropped to 65,000 tons and wvhile they exported soms
100,000 tons to tha States, causing a drnvdowﬁ of foreign smelter
stocks, this was not enough to take care of the 120,000 ton gap
between U.S.A. smelter production and consumption. Thus, it was

necessary to release socae 50,000 tons of lead from stockpile,

Looking now to the first half of 1965, foreign supplies
would appear to be some 80,000 tons in excess of demand but this
again 1is not enough to f1ll the anticipated 110,000 ton gap between
U.5.A. swelter production and consumption; thus, the suthorization
of some 63,000 tons currently being offered from U.5.A. stockpile.
While it 1s quite difficult to ssy what consumars will want to do
about their own level of stocks, 1t would appear that the 65,000
tons is as much as 33,000 tons in excess of the deficit position

and unless consumers wish to increase their stocks, it would appear

[T



that all of the stockpile offering may not be subscribed.

In the second half of 1965, it {s anticipated that
foraign supplies will shrink to an exportable surplus of maybe
75,000 tons, which 1s about 55,000 tons short of the anticipated
U.S.A. consumption-smelter deficit, Thus, a further release in the
second balf of 1965, in all probability, will be required and
should be somevhat better subscribed than the relesse of the first
half, Any way you look at it, however, with the stockpile reslsases
there {s almost certsin to be plenty of lead to go around in 1965
and with further growth {n aine production in 1966, as previously
pointed out, the situation should get progressively easisr. With
the very sizable U, §. Covernment stockpile remsining, adequate
supplies will not be a problem,

Tc exanine the effect of increased mine productioa
previously described, I would refer you to Chart #3 which shows
free world mine production, smelter production and consunptiom,
broken down by the same trade areas used by Mr. Wolff in his
consumption discussion for 1964, and the additions 1ikely to take
place by 1968. I have segregated Canada because of its siszable
incresse in mine production,

First, turning to the United States, as previously
. pointed out, mine production which was only slightly less than

300,000 tons in 1964, {s anticipated to increase to almost 600,000
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tons in 1968. Smeltar capacity increass by St, Joe Lead in
Southeast Missouri, amounting to 100,000 tons, should be at cspacity
] weall before 1968, the new smelter announced by Azax-Homestaks,
smalting both their ores and Cominco-Dresser oress, should represent
another 100,000 tons by that time, and while not yet announced, the
: | general supposition {s that AS&R and Kemnecott will bring in &

“ sinilar volume of mine capacity and that coamensurste ssslter

capacity will be constructed, which would incresse the U.S.A. by

% some 300,000 tons net. Now, the rsason for this new smslter cspac~
ity instead of esploying unused capacity currently existing in the

‘ United States, is thet this unused capacity is all in the Vestern

United States and completely mislocated for the new lsad dsvelop~

ments of Southeast Mi{ssouri. Assuning Mr. Wolff's consumption
increase estimates in the next four years of some 70,000 tons over
1964 consumption, it would appear that U.S.A. will be very close to
self-sufficiency so far as lead metal is concerned, provided, of
course, that they continue to smelt approximacely the prssent
volume of scrap and the present volume of imported ores amounting
to some 120,000 tons per year.

looking to fres Burope, mine production is estimated to
tise in the four-ysar period by soms 130,000 tons, Smelter capacity
increases in Eurcpe havs been indicated of about the same volume,

and consumption increases in the same period are sstimated by Mr,

o Tonll, 2 e g
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no additional ore imports and 230,000 tons less of metal imports,

Wolff to be approximately 125,000 tons. Thus, it can be seen that
by 1968 Burope will require about ths same volune of imported ores
currently required and possibly 25,000 tons less of imported metal.

e e

Japsn estimates an increase of approximately 15,000 tons
in mins production, new saslter productiom of 50,000 toans, and
consumption is assumed to increase 65,000 tons. This would mesn
that Japan would be a market for an increase of 35,000 tons of lead
in ores and 15,000 tons of lead metal over and above 1964.
Canada anticipates increased mine productiocn of
approximately 100,000 tons, increased smelter capacity of 30,000
tons in Brunswick, and increased consumption of ocaly 10,000 toms.
Thus, Canada will incresse its exportable ore surplus by 70,000
tons and metal by 20,000 tons. The balance of the free world
anticipates nine increases of approximsely 180,000 tons, with
indicated saelter incresses of some 90,000 tons and incressed
consumption of spproximately 95,000 tons. Therefore, it would seem
thst exportable surplus metal from the balance of the free world
will nct change sppreciably from that in existence today but the |
exportable surplus of ores will increase some 90,000 toms, :
It these suppositions are correct with U.S5.A. requiring

Burcpe requiring no increase in ore imports ad only 25,000 tons

increase in metal imports, and with Japan having only a 33,000 ton




additional ore requirement and 15,000 ton additional metal require~
ment, it sppears that bdoth Canads and the balance of the free world
sy be hard pressed to find markete for particularly their increased
ors production and possibly socme metal production alse.

The question now arises as to wvhether thare are any
undeveloped known ors bodies in the world over and above those
snticipated to be brought in betweea now and 1968. The answer is
yes there are some very substantisl ones. Xennecott has two
additional large ore bodies in Scutheast Missouri, the Ruby Hill
project in Nevada could be substantial but as yeot is an unknowm,
sand the MacArthur River ore body of Mt. Isa in Australia is reputed
to be one of the large lesd-zinc reserves of the world, to nane
culy tha msjor ones. Therefore, I do not have any feeling but that
plenty of ore reserves and potential production exists to uhr lead
consuners very confident about supplies for many, many yesrs to
coms.

£1IRC
Turning now to sinc, Chart #4 shows the free world

recoverable sinc mine production, zinc smelter production and sine

metal consumption froam 1946 through 1964 and projected through 1968.

The consumption figures from 1964 through 1968 are thoze previously

.



il il

-

E AR S Boantod L ioh o il it

LIA15921

pressnted by Mr, Wolff. The statistics making up the chart are
thoss of the Unitsd Rations Lesd-Zinc Study Croup through 1964 and
include all zinc produced by smelters froa doth ores snd scrap but
do not include zinc produced by remelting scrap or zinc dust. The
lower lines on the chart show the ssme data for the United States
oaly.

1 would 1ike to coment here thet dus to sinc metal
production depending very little on scrap and since direct use of
ginc ores for purposes other than metal production historically is
about equal to the smelter consumption of scrap, the zinc mine
production and zinc consumption curves are roughly comparable, which
cakes it @ much sasier metal to analyze than lead.

Looking at the free world lines, broadly speaking, thl
period 1946 to 1950 was a periocd vhen in general the three lines
were fairly close together, representing in total a fairly balanced
situstion. 1In 1951 started the seven dark years of the zinc as
well as the lead industry. This lasted until 1958 and the history
of this period {s largely responsible for the short supply that
exists today. In 1952 mine production had exceeded smelter
production by almost 200,000 tons end even then smelter production
exceeded consumption by almost 350,000 tons, making s total sap

between mine production and consumption of 550,000 tons, or & 23%

excess, Only heavy buying for the U.5.A. stockpile saved the
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industry from complets bedlam, By 1953, the U, 8. industry, on
wvhose markst the huge excess hsd been dunped, pled to the United
States Tariff Comission for relief under the escape clsuse of the
Trade Agreements Act. The Tariff Couu.u!.on recommended to the
Executive Department that tariff relfef be given but instesd the
Executive Department announced that it would buy for stockpile an
additionsal 300,000 tons of zinc, the idea being that this would
give consumption a chance to catch up with production. The results
vere disastrous., While consumption did continue upward, mine and
particularly smelter production did too, and the gap continued,
except for a ons-year reprieve in 1955 when a one-shot 8-million
automobile production year in the U.8.A. gave temporary relief.

In 1957 stockpile goals had been resched and the announce-
ment of cessation of stockpiling was made. At this time, while mine
production and smelter production had come {nto s fair balance,
they were both still some 200,000 tons over consumption. Then,
and only then, did the industry institute curtailments of mine snd
smelter production but this only after dropping prices to uneconomic
levels and the building of huge netal stocks, which were to plague
the industry for the next five years.

By 1958 the balance was achieved. From that year to this
day, fres world consumption has sxcesded melter production and
smelter yroduction has exceesded mine productioa, both in incraasing

e - B




amounts, Rowever, dus to the hugs stocks of metal built {n the
1957~-1958 period continuing to hang over the market, the period
1958 through 1962 was & period of depressed prices, except for a
short spurt in 1959-1960 which was short-1lived,

Looking back for a moment, the incrsase in sinc mine
production froa 1932 through 1959 changed in net but little, Only
in 1960 did mine production begin to increase and this only at &
rate somevhat lass than that of increasing consumption. Thus,
when the industry finally woks up in 1962 to the fact that
consumption had risen some 560,000 tons since 1958, it was too
late and the background for today's shortage was already laid,

I might comnsent here that the spread between consumption
and smelter productioer of 100,000 to 150,000 tons, which is shown
on the chart between 1959 and 1962, was actually filled by imports
of 100,000 to 150,000 tons per year from Eastern Burope,principally
Russis, Poland and Bulgaria. In fact, thess imports sre contimuing
so that the true gap between consumption and total metal supply to
the free world {s not as wide as the chart shows. As & matter of
fact, total supply of metal and consumption were fairly well
balanced from 1959 through 1962, but mine production was lagging
badly.

By 1963, ths consumption curve had taken & sharp uptum
snd from 1962 through 1964 metal consumption increased an additional
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525,000 tons, making the total increass in consusption almost
1,100,000 tons between 1958 and 1964, With this terrific spurt ia
consumption and only e modest incresase in aine production, the mine
production-consumgtion gap in 1964 shows to have bsen 430,000 tons;
bowever, when this is reduced by approximately 165,000 toons of

imports from Eastern Zurope plus 75,000 tons of stockpile release,
the gap was actually more of the order of 190,000 tons., I will
cover the 1964-1965 situation in some detail later,
You might wonder how in the perfod 1959-1964 it was
possible to have more consumption than saelter production and more
. soelter production than mine production. The answer is that setal
and ore stocks were both huge at the beginning of that period.

Until the middle of 1964, the drawdown of these stocks could £111
the gep. However, by the end of that period metal stocks were st
an almost irreducible minimm and the seme was true with ore stocks
by the end of 1964. The year 1965 will see a much closer relation-
ship between the lines as will be covered later.

Thus, you can see that today's problea stems from lack of
mine production, Except for brief periods in 1955-1956 and 1959-
1960, new aine production was discouraged I;y 12 years of low prices
in the 1952-1963 period. While the problem was recognized by 1962

the gap between mine production and consumption was so large that
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it could not be overcoms and also take care of the 525,000 ton
consumption incresse which took place in 1963;1966.

Loocking now to the future, as shown by the chart, planned
increass in zinc sine production is nothing short of phenomenal.
While the increase of 1964 over 1963 of 300,000 tons 48 quite
noteworthy in {tself, additionsl plamed mine increase detween
now and 1968 total some 900,000 sdditional tons, which will bring
the 1964-1968 five-year total to 1,200,000 tons of increased mine
production, or 43%.

The 1963-1968 total of 900,000 tons is made up of
approximately 235,000 tons in Burope, 75,000 tons in U.S.A., 70,000
tons in Japan, 170,000 tons in lLatin America and Australis, and
340,000 tons in Canada alone. By years, the estimated increase
will be 265,000 tons in 1965, 285,000 tons in 1966, 265,000 tons
in 1967, and 80,000 tons in 1968.

In Europe, the incresse of 60,000 tons anticipated im
1965 4s made up of small increases in Finland, Pranca, Germsny,
Creece, Ireland and Sweden, with rather msjor increases in
Yugoslevia and Italy. Europe in 1966 will see 10,000 ton increases
each in Germany arnd Italy with a 25,000 ton increase in Ireland.
1967 will see a 30,000 ton incresse in Itsaly and 20,000 tons in
Yugoslavia. 1968 will see a 70,000 ton increase in Ireland, with
approximately 10,000 tons in Swsden,



In the U. 8, A, increases will be 30,000 tons in 1963,
20,000 in 1966, and 25,000 in 1967, being made up of & nevw mine {n
Maine and increase in St. Joe's Mew York State production, a
substantial {ncrease in American Zinc Company and Tri-Stete Zinc
Company in Tennessee, and small production connected with the
Southeast Missouri lead ores,

Japan will have 20,000 ton increases sach in 1965 and
1966, with a 30,000 ton {ncrease in 1967. Hooduras will increase
4,000 tons in 1965-1966. Peru anticipates & 50,000 ton increase in
1966-1967. South Korea will have a 6,000 ton increase in 1965 and
Australia a 100,000 ton increase principally in 1965-1966.

Canada anticipates increases of 121,000 tons in 1965,
88,000 tons in 1966, and 131,000 tons {n 1967. These are sade up
of additional production at Msttagami, Orchan, Lake Dufault,

Brunswick Mining & Smelting, plus the bringing in of Cominco's Pine

Point project and the new Timmins project of Texas Culf Sulphur,
Looking again at the total fres world situstion, since
saelter ore stocks are dravn down to an slmost irreducidble minimm,
it 1is anticipated that saelter production will stick very closely
to ore production starting in 1965. By 1966, the gap between mine
production and Mr. Wolff's projected consumption is less than the
anticipated imports from Zastern Burope, and by 1967 it would appear
that there will be s theoretical free world surplus approxisating
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the anticipated imports froa Eastern Rurope of 165,000 tons,

renaining about the same ir 1968,

Agein, ons should not necesssrily counsider this as an
excess because it 15 of the order of 4% of the 4 million ton mine
production and consumption anticipated at that time, and & change

of only 1% per year in the trend line of consumption frm 1964
through 1968 could well overcome it, All that can be said is that
sine production, smelter production and consumption should all
Treturn to 4 reasonable balance by sometime in 1966 and the situation
should remain ressonably balanced for the next year or two there-
after,

Let us exaxine now more closely what is happening in the
1964-1965 transition period before the gap i{s closed. Chart #5 4s
similar to the lead chart previously presented and shows U.S5.A.
and balance of free world supply-demand situstion by six-month
periods during 1964 and 1965. The following observations are of
note:

The first half of 1964 probably was the tightest period
which will be experienced i{n the two-year span. The balance of the
free world had an exportable ore surplus in the first half of 1964
over smelter requirements of 145,000 tons and the U.8.A, had o
deficit of 240,000 tons. The balance of the free world had a matal

deficit of 10,000 tons end the U.5.A. an additional metal deficit
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of 75,000 tons, Despite ths metal deficit outsids the U.8.A., net
imports into the U.8.A. anounted to 47,000 tons during the six-month
period which partially fi1lled the U.5.A. gap. Smelter stocks both
in Burope and U.5.A. were drawn down sharply during the period and
consumer stocks in the U.5.A. were drawa down somevhat. Ore stocks
in the U.5.A. were drawn down quite sharply.

The second six months of 1964 showed an ora deficit in
the U,S.A. of 220,000 tons with a surplus abroad of oanly 175,000
tons to fi1l the gap, plus a further ore stock drawdown. However,
due to a 30,000 ton drop-off in consumption, principally in Purope,
metal surplus abroad was 65,000 tons and the U.S.A. deficit was
105,000 tons. Thus, the 75,000 ton releass of zinc from stockpile
in the U.S.A. allowed foreign smelter stocks to be built up slightly
and U.8.A. consumer stocks to bs {ncreased 15,000 tons, despite a
modest drawdown of smelter metal gtocks.

Turning now to the estimates for 1965, the first half
will see exportadble surplus of coucentrates abroad equivalent to
within 20,000 tons of the U.S5,A. deficit., Whether or not this
volume can actually be {mported depends upon some relaxation in the
U.8.A. quota order, a decision on which {s long overdue and if not
made soon could disrupt both consumers and producers in a major way,
Metsl surplus abroad would sppesr in the first half to be some
40,000 tons, and the U.S.A. metal deficit of 105,000 tons cannot
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nearly be filled, However, with an 80,000 ton stockpile relsase it

would appear that consumption requirements will be f£illed and there
»

will be scme increase {n either smelter stocks here or abroad or ia

consumer stocks. Now I know that this does not match up with the

situation you have experienced so far in the first half of 196S.
The reason for this {s that the stockpile release did mot begin
until late April. Without the stockpile release, the U.8.A. daficit
was approximately 11,000 tons per month sach month i{n the first

quarter and if consumer stocks have been dravn down by some 30,000

to 40,000 tons, it {s not surprising. Rowever, the stockpile

relesse should more than take care of the situation so that

consumer stocks can be replenished prior to the end of the six-month
period,

The lest half of 1965 shows & foreign ore surplus slightly

more than the U.S.A. deficit, mesning that the drawdown of U.8.A,

concentrate stocks should 'conc to a coaplete end by that tise,

Metal surplus in the foreign countries, while smaller than that in

the first half, is more than enough to teke care of the U.S.A.

small wetal deficit after another 80,000 ton stockpile relesse in

this pericd. Thus, 1t would seen that the very squeaky period of

1964-1965 1s going to ba adequately bridged by the stockpile

releases and 1966 should see ths situation getting substantially
sasier,
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Turning now to the effects upon world trads of ths
changes in aine production in the frees world in the next four
yoars, Chart #6 shows this broken down by the sans trads aress as
used by Mr. Wolff, except as in ths case of lead, Canada {s showm
separately. Llooking first at the United States, from 1964 to 1968
U.8.A. aine production will be incressing scase 75,000 tons but
smelter output should be incressing some 145,000 tons. This is
entirely logical as in 1964 over 200,000 tons of economic U.8.A.
smelter capacity sat 1dle because of lack of raw nium. Some of
thie capacity might tite as much 8s six months to rehabilitate but
1f economic concentrates are evailable, either it will be
rehabilitated or existing active smelters can easily be expanded to
do this volume of business. With a greatly easing concentrate
situation contexplated in 1966-1967, this smelter increase seems
logical. Thus, by 1968 U.S.A. will increase its recoveradble metal
in ore requirements some 70,000 tons over 1964 but its actual
increased imports probably will be 100,000 to 120,000 tons higher
because sufficient concentrates were not available 1in 1964 to equsl
the U.S.A. suslter cutput during that period.

Consumption, as estimated by Mr. Wolff, will not increase
as much as szelter cutput and thus the chart shows U.S.A. will peed
less metal from outside sources than in 1964. However, since
imports of metal {n that year had to be augmented by stockpile
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releases, if these are discontinusd, actual metal imports should
approximate or even be increased sommwhat over those of the past
fev yeoars.

Burope anticipates mine cutput increase by 1968 of 235,000
tons. [IExisting i{dle smelter capacity plus announced additions will
bring smelter output up some 200,000 tons while consumptioms 1s
goiag up approximately 160,000 tons. Thus, the net ore isports of
Burope will drop somewhat betwsen now and 1968 because of the
large increase of i{ts own ors supply. Likewige, since smelter
capacity is anticipated to go up more than consumptiocn, Burope will
require approximately 40,000 tons less metal from the cutside than
1n 1964, |

Turning to Japan, ore output {s anticipated in the four-
year period to incrsase 70,000 tons, annourced smelter output by
150,000 tons, and consumption by 125,000 tons. Thus, Japan, despite
{ts mine cutput increase, will increase its ore i{mport requirements
by some 80,000 tons annually but decrease its metal import require-
ments by some 25,000 tons annually. So the three large indusstrial-
ized areas of U.5.A., Burope and Japan, collectively, will require
more ore hut less metal from outside in 1968 than in 1964.

Looking at Canada, their ore output increase is estimated
at 340,000 tons, metal ocutput incresse at 120,000 tons, and their

consumption increase at 20,000. Thus, thair ore exports should
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increase some 220,000 tons and their metal exports by 100,000 tons.

i The balance of the free world will increase their mine output by

1 175,000 tons, their smelter output by 140,000 tons and their
consumption by 105,000 tons. Therefore, their ore axports should

oo

incresse by some 35,000 tons and their metal exports by some 35,000
m.

Bow, L{f this gives something less than a nice, clear-cut,
1 concise picture of what is going to happen in the world from s flow
of trade standpoint, I am mot surprised for {t would seem that the
industrialized nations collectively are incressing their ore cutput
sore than their consumption between now and 1968 end their metal

output enough to take care of their incrsased consumption. What,

then, 1s to happen to the large increase in exportable ore and metal
from Cansda and to a lesser extent from the balance of the free
world? The answer is that 1964 wvas a tremendous deficit year both
for ore production under smelter production and smelter productiom
under consumption. Consequently, 1if you add up all of the ore
productions and smelter productions in 1968, you will find cthat
sselter production shown hereon and ore production shown berson are
fdentical and balanced and that consumption, according to Mr. Wolff,
i{s estinated to be about 50,000 tons over the mine and smslter
production. Whether or not there is a surplus or deficit will

depend on the accuracy of the mine predictions, sselter predictioms,
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consumption predictions and last but not least, the volume of
exports to the west from Eastern Rurope, which currently runs
165,000 tons per yes*. However, the wholo‘grwp' of figures fits
together so closely that it certainly can be said that it will be
far from our present dilemns and probably iu a well-balanced or
slightly surplus position.

Here, ag.ain, the question arises as to whether or not
the increased ore projection: contained hereon include all of the
known undeveloped ore reserve; of ins 'xtld, The answer for zine,
a3 in lead, 1s no. In the Urie2 Sta.zs on adlitional mine of soms
magnitude will probably come . fn Yennesgee after 1968. Ruby R{l13
in Nevaca, 1if it 4s successful could add substantially to U.5.A.
produczion, as would several other smaller projects which are now:
in the formative stage. .

The MacArthur River deposit in Australia which, as I have
mentioned, is one of the major ore todies of the world, is
predominantl;® a zinc ore body, and if developed on the scale it
could be, wovld be large enough to influence world figures. Many
other projests are in formative stages but three to four ysars
ahen? r.e a8 soon as mine ammouncements are mads.

All in all, I think that for the long run we can feel

quite comfortablc ebout rhe potential xinc reserves and ginc

production of the world, SEince wli of the new mines mentioned

-




h herein are known to be quite econcaic, no substantially higher

prices need be forthcoaing to contimue the orderly bringing in of
this additional productiom.

hdedaddel DY T 2T T Y T Y VY Y Y ¥ Y v Py sessse ’

It is my personal opinion that if both producers and

consuners can orient themselves to the thought that thoir interssts
are best served by fair and stable prices, that both will benefit
from the growth of lead and zinc for many, many yiars to come. The
present squeeze was brought about by too long & pe tod of too low
prices and a repetition will bring about the same thing. It is my
sincere hope that we will never see a repetition of such a major
mistake,

EX XXX,
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LEAD: Free World and U.S.A. Riine Production, Metal Production
i and Consumption (19565~68 projected)
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LEAD: Mine Production, Metal Production and Consumption by
Trade Areas (1968 Increase Over 1364 projected)
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ZING: Free World and U.S.A. Mine Production, Metal Production
and Consumption (1965-68 projected)
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U.S.A. and Balance of Free World—Mine Production, Metal

Production, and Consumption by Half Years -1964 and 65
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ZINC: Mine Production, Metal Production and Consumption by .
Trade Areas (1968 Increase Over 1964 projected)
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