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Commodities

Aluminium Price Surge Amid Middle East

Tensions Jonathan Ng

ASEAN Economist
e Industrial metals delivered a solid return in 2025, driven by a
confluence of factors, including a softer USD, expectations of
Fed rate cuts, resilient demand related to the green transition,
and supply disruptions. Aluminium was a key beneficiary of
several of these drivers, rising by 17.4% to end the year around
USD2,978/mt.

e In 2026, aluminium prices have remained firm, with the recent
upward trajectory in March driven by concerns over supply
chain disruptions following the outbreak of conflict across the
Middle East. We expect supply-side stresses to keep prices
elevated in the near-term, as flows through the Strait of Hormuz
remain functionally closed while production in the Gulf is
shutting in.

e Looking ahead, we expect aluminium prices to moderate from
current elevated levels to ~USD3,150/mt by end-4Q26. This
outlook reflects an anticipated easing of Middle East-related
supply disruptions, driven by the gradual normalization of
maritime transit routes and resumption of production in
affected regions.
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Industrial metals, as represented by the BCOMIN Index, delivered a solid return in
2025, rising by ~16%. The increase was broad-based across the sector, driven by a
confluence of factors, including a softer USD, expectations of Fed rate cuts, resilient
demand related to the green transition, and supply disruptions. Aluminium was a
key beneficiary of several of these drivers, outperforming the benchmark by rising
17.4% to end the year around USD2,978/mt. The bulk of the growth was notably
concentrated in 4Q25. Earlier in the year, heightened global trade tensions in 2Q25
had kept a lid on prices before the year-end rally materialised.

In 2026, aluminium prices have remained firm, with the recent upward trajectory
in March driven by concerns over supply chain disruptions in the Middle East.
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What is Aluminium?

Aluminium is Earth’s most abundant metal, accounting for 8% of the planet’s crust.
However, it is not found naturally in metallic form. Instead, it occurs mainly as
bauxite — an ore rich in aluminium oxide (alumina). While bauxite can be mined
relatively easily, it is a far more complex process to convert it to the metallic
aluminium that is most widely used.

Property Value/Description

Atomic Number 13
2.7 3 imatel -third the density of
Density g/cm? (approximately one-thir e density o
steel)
Melting Point 660°C (1,220°F)
Boiling Point 2,470°C (4,478°F)

Excellent electrical conductivity, with about 61% that
of copper by volume, but superior by weight

High thermal conductivity which allows aluminium to
efficiently transfers heat

Electrical Conductivity

Thermal Conductivity

Corrosion Resistance Forms a protective oxide layer when exposed to air
Malleability and Ductility |Easily shaped, rolled, and extruded
Magnetic Properties Non-magnetic; useful in electrical applications
. Can be recycled indefinitely without loss of
Recyclability .
properties

Source: Britannica, Bloomberg, OCBC Group Research.
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Modern production still relies largely on the Hall-Héroult process, first developed
and patented in 1886 by Charles Martin Hall and Paul Héroult. The production
process of primary aluminium occurs in three key stages: (1) Bauxite Mining, (2)
Refining Bauxite to Alumina, (3) Smelting Alumina to Aluminium.
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Demand Fundamentals

The medium-term demand for aluminium is underpinned by three structural
drivers: the ongoing push for electrification in the transportation sector, energy
transition applications, and consumer goods. The transportation sector has
emerged as the dominant growth vector, with its share of aluminium demand rising
to 26.5% in 2022, up from 25.6% in 2018. Demand from this sector is expected to
remain dominant and account for a significant portion of overall aluminium
consumption.
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Within transportation, electric vehicles (EVs) — both plug-in hybrid and full battery
— require substantially more aluminium than traditional internal combustion
engine vehicles. Aluminium content in EVs is on average 25-27% higher due to the
need for lightweight materials to offset heavy battery packs and extend driving
range! 2. Key applications include structural components and heat exchangers, for
which aluminium is a potential material of choice. As global EV adoption
accelerates, aluminium intensity per vehicle is expected to rise significantly, with
the average aluminium content in an EV projected to increase by another 9.5%
between 2022 and 20263 *. The electrification of commercial fleets and buses will
further amplify aluminium demand in the transportation sector.

Beyond transportation, building and construction, and consumer goods will provide
additional demand support.

Aluminum Product Markets

One of the fastest growing automotive materials, aluminum
Automotive makes vehicles safer, more energy efficient and better
performing.

Aluminum is one of the most durable, energy efficient and
Building & Construction  |sustainable building materials, helping builders gain LEED
certification.

Modern air and space flight would not be possible without the

Aircraft & Aerospace
P development of lightweight but high strength aluminum alloys.

Aluminum is the most widely used material in modern solar
New & Innovative Markets |panels, accounting for more than 85% of most solar
photovoltaic components.

Highly versatile aluminum can be thin and bendable like kitchen
foil, or rigid and durable

Aluminum is a showcase material in some of the most popular
Electronics & Applicances |consumer electronics today, from the Apple iPhone to the latest
flat-screen TVs.

Aluminum beverage cans contain far more recycled content
Aluminum Cans than glass or plastic and save huge amounts of energy in
transportation and refrigeration.

Lightweight aluminum wire and cable has high conductivity and
Electrical allows utilities to run transmission lines with far fewer

supporting structures.
Source: The Aluminum Association

Foil & Packaging

Supply Fundamentals

Global supply conditions have tightened materially following the outbreak of
conflict across the Middle East. As with previous episodes, the Strait of Hormuz
remains a contentious zone. Maritime traffic has plunged drastically after Iran’s
Islamic Revolutionary Guard Corps announced the closure of the strait and warned
of potential risks for vessels attempting to pass through the waterway.

1 Electric vehicles to transform aluminium demand. CRU Group, 15 February 2018.

2 Automotive Lightweighting Market, Global, 2024—2030. Frost & Sullivan, 29 September 2025.

3 ALUMINIUM USAGE IN CARS SURGES AS AUTOMOTIVE INDUSTRY SHIFTS TOWARDS ELECTRIFICATION. European Aluminium, 2 May 2023.
4 Opportunities for aluminium in a post-Covid economy. CRU, 28 January 2022.
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The Strait of Hormuz is a critical transit route not only for energy products, but also
for fertiliser and aluminium. A prolonged disruption will, therefore, affect multiple
commodity classes simultaneously. Indeed, the price of aluminium has spiked to
USD3546/mt, marking the highest level since March 2022. We expect supply-side
stresses to keep prices elevated in the near-term, as flows through the Strait of
Hormuz remain functionally closed while production in the Gulf is shutting in°. Iran
and GCC producers account for ~9% of global primary aluminium production.
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The situation outside the Gulf region does little to alleviate these pressures. First,
China reached its production capacity at the end of 2025, leaving limited room for
further growth and making it unlikely to ease global supply constraints. Second,
global exchange inventories are low, resulting in the absence of a temporary buffer
against ongoing supply disruptions. Additionally, rising energy prices — directly and
significantly driven by the ongoing conflict in the Middle East — have further
compounded the problem. Aluminium smelting is extremely energy-intensive, and
rising electricity costs can potentially render smelting operations economically
unviable, forcing output cuts.
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Futures Exchange, OCBC Group Research. Source: IAl, OCBC Group Research.

5 Aluminium supply headaches intensify as Bahrain shipments stop, Qatar smelter to shut. Reuters, 4 March 2026.
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Price Outlook

We expect aluminium prices to moderate from current elevated levels to
~USD3,150/mt by end-4Q26. This outlook reflects an anticipated easing of Middle
East-related supply disruptions, driven by the gradual normalization of maritime
transit routes and resumption of production in affected regions. Additional
challenges will stem from elevated aluminium prices and growing concerns about
the impact of the ongoing oil price shock on the global economy, which is likely to
lead to softer commodity demand.

Price forecast:

UsD/mt 2Q26 3Q26 4Q26 1Q27
Aluminium 3500 3350 3150 3175
Source: OCBC Group Research.

The China Factor

China’s consumption represents a key driver of aluminium demand, accounting for
61% of primary aluminium consumption in 2022. As such, demand dynamics are
largely shaped by China's downstream sectors. While China's property sector
continues to face persistent headwinds, growth in other applications may provide
meaningful offsets. Energy-transition sectors such as EVs, solar panels, and wind
turbines are expected to drive incremental consumption and partially compensate
for construction-related weakness.

Regarding the property sector, in a March 2026 government work report to the
national parliament, the central government emphasised measures to “control new
supply and reduce inventory” in the real estate sector. Although there were no
major announcements, the government’s continued reassurances suggest that key
support measures will likely be introduced later, though the timing and scale
remain uncertain.

Additionally, recent divergence in forward-looking indicators warrants careful
interpretation. The NBS manufacturing PMI, which is broader in scope and
weighted towards SOEs, registered 49.0 in February. In contrast, the RatingDog
manufacturing PMI which focuses on export-oriented and private firms, registered
52.1. This divergence typically reflects weak domestic demand alongside relatively
resilient external orders.

Near-term aluminium demand from China is therefore likely to face some

headwinds from subdued domestic consumption, even as export-facing segments
demonstrate relative strength.
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Substitution Dynamics

According to industry experts, when the copper-to-aluminium price ratio exceeds
3.5-4 times, substitution between the two materials increases due to economic
advantages®. The recent price rally in aluminium has contributed to narrowing this
price ratio. Given that copper and aluminium are good substitutes in industrial
applications because of their electrical conductivity properties, this compression
will reduce the immediate economic incentive for substitution, as copper becomes
relatively more competitive and aluminium’s initial cost advantage narrows. As a
result, industries that might have planned to shift towards aluminium to reduce
costs may now find relatively less incentive to do so.
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Source: Bloomberg, OCBC Group Research. Source: Bloomberg, OCBC Group Research.
However, should the ratio widen again in the future, substitution activity could re-
accelerate, providing renewed support for aluminium demand and potentially
capping downside price risk over the medium term.
Market Positioning
In summary, the recent upward trajectory in March is predominantly supply-driven
rather than reflective of fundamental demand strength. We do not expect the
6 BHP Insights: how copper will shape our future. BHP, 30 September 2024.
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sharp rally to be sustainable given our expectation that the current supply
disruptions are likely temporary. Additional headwinds will come from elevated
aluminium prices and uncertainties driven by the ongoing oil price shock.

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram! 8



OCBC Group Research

By Global Markets | 17 March 2026

Disclaimers

This report is solely for information purposes and general circulation only and may not be published, circulated, reproduced or distributed in whole or in part to any other person without our prior
written consent. This report should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments mentioned herein or to participate in any particular
trading or investment strategy. Any forecast on the economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the future or likely performance
of the securities/instruments. Whilst the information contained herein has been compiled from sources believed to be reliable and we have taken all reasonable care to ensure that the information
contained in this report is not untrue or misleading at the time of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it
without first independently verifying its contents. The securities/instruments mentioned in this report may not be suitable for investment by all investors. Any opinion or estimate contained in this
report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment objectives, financial situation or particular needs of the
recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient
or any class of persons acting on such information or opinion or estimate. This report may cover a wide range of topics and is not intended to be a comprehensive study or to provide any
recommendation or advice on personal investing or financial planning. Accordingly, it should not be relied on or treated as a substitute for specific advice concerning individual situations. Please seek
advice from a financial adviser regarding the suitability of any investment product taking into account your specific investment objectives, financial situation or particular needs before you make a
commitment to purchase the investment product. In the event that you choose not to seek advice from a financial adviser, you should consider whether the investment product mentioned herein is
suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OCBC Securities Private Limited (“OSPL”) and their respective related companies,
their respective directors and/or employees (collectively “Related Persons”) may or might have in the future, interests in the investment products or the issuers mentioned herein. Such interests
include effecting transactions in such investment products, and providing broking, investment banking and other financial or securities related services to such issuers as well as other parties generally.
OCBC Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products. There may be conflicts of interest between OCBC Bank, BOS, OSPL or other
members of the OCBC Group and any of the persons or entities mentioned in this report of which OCBC Bank and its analyst(s) are not aware due to OCBC Bank’s Chinese Wall arrangement. This
report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute, deliver a copy of or otherwise disclose in any way all or any
part of this report or any information contained herein (such report, part thereof and information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office,
affiliate, parent entity, subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, you agree not to share,
communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the
EU’s Markets in Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group shall
be liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without limitation, MiFID Il, as implemented in any jurisdiction).

The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets, markets or companies. Actual events
or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance.

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible for delivery of the message to such
person), you may not copy or deliver the message and/or report to anyone. Opinions, conclusions and other information in this document that do not relate to the official business of OCBC Bank, BOS,
OSPL and their respective connected and associated corporations shall be understood as neither given nor endorsed.

Co.Reg.no.: 193200032W

Additional disclosures and disclaimers applicable only to clients of Bank of Singapore Limited

This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866 R) (“BOS”) and Oversea-Chinese Banking Corporation Limited (“OCBC
Bank”) (Co Reg. No.: 193200032W). BOS and OCBC Bank shall not be responsible or liable for any loss (whether direct, indirect or consequential) that may arise from, or in connection with, any use of
or reliance on any information contained in or derived from this material, or any omission from this material, other than where such loss is caused solely by BOS’ or OCBC Bank’s wilful default or gross
negligence.

The DIFC Branch of BOS has not conducted or produced any research contained in this material and is acting solely as a conduit in forwarding it to you.

For BOS clients in the United Kingdom:

This research has been prepared by OCBC Bank and made available to BOS. It is intended solely for informational purposes and does not constitute investment advice, a personal recommendation, or
an offer or solicitation to buy or sell any financial instruments. Any payments or non-monetary benefits received or paid will be fully disclosed in accordance with applicable regulations, promptly and

transparently, and will not influence the advice or services offered to you. If you would like more information about any inducements received, please contact your Relationship Manager.

Cross Border Disclaimer and Disclosures
Please refer to https://www.bankofsingapore.com/Disclaimers_and_Disclosures.html for cross-border marketing disclaimers and disclosures.

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram! 9



