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a THE CUTENT LEAD MARKET®
Dr. Joseph Zizmerman
Editor-in-Chiaf

Daily Metal Reporter
New York, K.Y,

I find myself in a rather eadarrassing positim teday, I am to
dipcuss a seazingly naon-ex stent situation—~the lesd market, A marist
presugposes a free interplay between supply and denand, with prices ree
flectin; the relaticnship between these two cctors, Today, however, the
Qovernoent mskes the market, It tells consuners how much lead they may
use and it talls roducers what price they aay charge, Before this year
i3 over, I have & hunch that the Govervment will tell consuzers to what
use they may put the lead, and tell producers to whom they may sell and
o] bl

[ R

b Wt s o e

I krow that many producers and cornsurers feel that lead noed not
coms under the sane strict comtrol as the Gcvermment will imposs on copper,
aluxinun and steal, What they overlock is the fact that lead i3 a aenber
of the metal facily and if there is an epedaaic of Goverument “controlitis,®
if I may coin such a word, if seversl netals fall prey to it, the others

ars hardly likely to eacape,
% I recall last year, whan lead a peared to be the ugly duckling ia
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the metal group, Lead sppeared to be i—mune to the p
raged in the copper and sinc markets, and there were zany who belisved that
this {msunity would continue indefinitely, You pasy recall that wihdilse
prices of copper and sinc were moving up, the price of lead was going
] last year, On June 23, twy days before the Korean war, the price
¥ dippodtmnccntsuu}cem.u,mdcn.lugni’&,thmdapatur
E start of the war, the price dropped ancther § cert to 11 cents, At
Line when tlLe price of lsad drojped to 11} ceats a pound, the price of sing
moved up to 15 cents, It took but one zore rise to bring the price of zire
to 174 cents, whereas it took 7 price advances from the 11 cents level to
bring lsad up to 17 cents & pound, It is true that lead lagged behind cop=
per and sinc, but it caught up with tbe others eventually,

Lead lagged behind the others last year because of the large wme
sold stocks that produccrs carried over from 15L9, and because the Munie
tions Board gave the market a swift kick in what, in humans, is referred
to as the lower part of the anatomy, bty discontinuing to by lead for the
stockpile, That threatened the metal market with a resurring acathly sar=
plus of some 29,000 tons, of which 165,000 tons had bean going into the
stockpile, The situation caused dizmay among producers and s
short of elation among consymers, That!s why the price dropped to 1l cents
a pound, To make mattere worse, foreign countries with devalued currencliee
were dumping a good portion of their lsed ou the domestic markst o get

dollars,

:
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This, then, was the lsad pioture st the time the Korean war broks
out, Consumers of copper, sino and aluwinua were alresdy well advanced
on their buying spree, and it didn't taks long before lead consumers jsined
the parads, The consumers of lsad products bcgan stepping wp their demands
becauwse of the fears of shortages, fears of Governmsny restraints on ooo=
suaption and inventoriss and principally because of the fear of inflation,

ks long as lsad producers had large stocks to draw om, they oould .
allay those fears by selling fresly, marking up the price, of course, as -
they dipped into their reserves, But when their stocks wers dam to a
low level, they, too, had to put & checkerein on their sales, But ss soon as
it became aore difficult to get lead, the more anxious becams consumers to
build up tbeir inventories,

Reck fn s=rdd 100N samevmees 2000 SIS 222t D STaping thedr
inventories at 90,000 tons, knowing that the producers were 3

stock of 211,000 tons, Ry February 1951, however, lead consumers had boosted
their inventories to 126,000 tons, an increase of close to LD percent, whils
the stocks in the hands of producers were down %0 134,000 tons, a decrease
of 35 percent, In other words, thers hus been & shifting of the stocks from
the hands of the pr 13 t0 those of consumers,

The Qovernzant ajjarently also thought that lesd was going to ree
main {maune to the shortages that were felt in other metals, When the NPA
dssusd its first metal inventory order in Ssjteabsr of last ysar, lead was
not included in that order. Aind when in Pebruary of this year, the XAA
began to cantrol lead, it permitted consumers to carry a $0-day inventory,
which was zore than they had been carrying, Seeing the cutbacks in civile
fan consumption and compulsory set-asides for DO ritings in other mstals,

lead consuners put on steam to increase their investories, and others
tumed to the use of lsad as a substitute, As you know, the bLuying bings
was on in real eamest,

The Jovernment suddenly realized that there might not be
lsad for its defense pro;rea, and therefore ordered a cutback in el
consunption and limited consumerst! inventories to & X-day supply.

This brings us up to the present, and the question now is "7here
do we go froa here®

¥ell, that certainly is the $4 question, and no coe should be
niive enouzh to look to Washingtem for am ansver, because thers come
fusicn reigns suprems,

T think that you will sgree with me that ever since Washingtom
stepped into the picture, there has been aerkst chaos and confusion, You
will recall that when the freete regulation was issued on January 26, 4%
was suposed to be a more stop-gAp, & Quickis, so to speak, It quickly
stopped the flow of formign metals to the United States, and it has created
greater gaps between prices for the sase motal than existed before the

freece,
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The presant price of lead, st 17 cents a pound, 1a the cheapest
in the world, Our Covermaent can cormpel the domestic producers to sell
at that price, and it can ccmpel consumers to limit their use of the metaly
tut its leral arm cannot reach out and ccmpel procducers and consumers in
other parta of the world to do likewise, What!s een the result?

; : Foreign lead, instead of coming to the U. S., 1s going to merkets
H i in other parts of the world, wiere the prices are higher, :

i Last year, for exasle, our net Lmports of lsad in all forws : 3
! aversged L),L00 tone a mcnth, If this year's imports sverags 20,000 tons
4 manth, we will be doing well, :

Is there any good reascn why foreign lead coocentrates or refined . L
lead should be offered for sale in the doorstic merket, when we ixpoes an 4
1 : izport duty co thea, even though beginning on June & the import duties will E
be cut Ly 50 percent as a result of the Torquay agreement? 2

j 1at a0 state my position clsarly. I am in faver of protecting 3
the domestic =iring industry with adequate tariffs against furedgn ocme -
petition, wien there is danger of such coypetition, Bt sven the most
ardent protectionist can hardly claim that any such danger exigts at pree
ssnt, 7The logical thing, therefore, would seea to be to susyend the im=
a port duties cn lead, even though they have been reduced, but sucpend them
: with adequate safeguards, as was done in the case of copper, 50 that ia
case therv i3 a sharp drop in price, ths duties would be reisposed sutoe
mtically within a definite period,
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Foredizn lead producers have been getting as soch as 25 cents g
pound in Japan end betroven 22 and 23 cents & piund in South Aperiocs and
26 cents on tla Centinant, rithout having to absord arny cuty at al)l, Wy
should they try to sell in the domestic market at 17 cents a pound?

Our Tashington authtosities would do well to take a reslistic
view of the world price situation, If foreign lead is to be attrected
to the United Statss, we must either freo the domestic markst from prioce
coutrol, or else have the Qovernsent take over the izportation af foreiga
lead st whatever price it has to pay and resell this lead to domestis
cansumers at the ceiling price and pocket the loss, Of course, that would
constitutq a subsidy for foreign lead producers, widch would not sit well
with the domestic =mining industry, But the Oovermment can't escaps this
4ssue by burying its head in the aand, ostrich-wrise, to aveid the approache
ing storm, ‘

Our Ooverrment is carrying on negotiations with some of the world
producers of lead, sing and copper, in the hope of reviving the Comidned :
Rex Materials Board that funstioned during World ¥War IJ. I have xy doutts
whather the countries that produce the metals we need, wans world alloce~
a tions and price contrels,
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I cannot help tut feel that the lomger our Goverrment pursuss its
unrealistic policy of keeping our lead market under artificial price cone .
trol while tho rest of the world enjoyn a froe morket, the asaller will 3
: our iaports btecoms and the groater our lesd shortage, and dontt forget thad g
3 we rely on irports to furnish spproximately one-third of our requiressnts,
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i We can't expect much lead from cur domsstio mines, widoh lasgt yoar _
produced on an sversge of 35,000 tons & month, With the price where it 13,
this yearts average ocutput may be stepped wp to 35,620 tons a month, We
may get a3 much lesad froa scrap this year as we did last year, say about
33,000 toms & manth, and {f we suspend our isport duties sntirely and reiee
the domestic price lrvel our imports may sverage this ysar, 20,000 tons &
month, This would give us a recurring supply of about $0,000 tans & wonth,

During the second half of last year our civilian consrption N

averaged 119,000 tans a month, and {t certainly would be as high todey, L€

the governacnt bad not stepped in and out back the civilian conswption,

It had to take thds drustic action because you sizply can't moet & civilisa

Genand of 119,000 tons und Ooverrment nceds, I don't know how large, with

8 nonthly supply of 90,000 tons, cspecially when proaucers ro longer have

stocks to draw on, The civilian consumption has been cut by about 30 pere

cent, MNow, if you have a mo.thly supply of 90,000 tons and the Governmend

is permittirg civilian industry to consume 82,700 lors a month, there is

1little left over for defense, 1 tlerefore Believe that the NPA will find
e that pettirg aside 20 parcent of tho domustis production for defense will

not be enowgh., I doubt whether 30 percent will be enough, s the defense
progrem {s ste ped up, 2xre drsstic civilian cutbecks may have o be madeg
and wher. that happens the NP4 may have no other alternative but to put
1ssd undar the CXP,

N s o

rrom whese I sit, and it!s not an ivory tower, I can see little
hope for relief in the iecad supply situation for acnths to coms, certainly
or the lalance of the yeur, It's not a pleasant prospect 10 face,
we BAY ag ™ell be realistic about it, The disep.cintawents will thea
be as great,




