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Introduction

The price of lead increased gradually after December 2008. The LME 3-month lead price only US$ 1,090 per ton on 1 January, but the price above US$ 1,900 per ton in August, up by 74%. The average price of LME 3-month is US$1387/t in Jan-Jul, with the monthly average growth rate 6%. The climbing LME lead prices didn’t get support from the lead market fundamentals but speculation. As no futures on Chinese lead market, the speculating factor lays less influence on domestic lead market than overseas. And, there were no big changes on Chinese lead market fundamentals. Since the beginning of 2009, the Chinese lead price mainly moved at above 12,000 yuan per ton. Chinese lead price averaged at 12,547 yuan per tonne in Jan-Jul. 2009 with the monthly average growth rate 1%.
Although the climbing LME lead price was supported by speculation mainly in the first half year, the lead market fundamentals (supply and demand) are the most important when analyzing lead market. So the paper will mainly analyze the supply and demand of refined lead in the future especially in the second half year, then get conclusion about lead price.
Global Lead Market Overview & Analysis
The latest statistics released by ILZSG show that the lead-in-concentrate production was 1,468 thousand tons in Jan-May, down by 5.0% y-o-y. However, the world refined lead production didn’t decrease, but represented uptrend. The latest statistics released by ILZSG show that the refined lead production was 3,478 thousand tons in Jan-May, up by 0.2% y-o-y. It’s because that the refined lead production in China, South Korea and Kazakhstan increased rapidly, with growth rates 14.6%, 6.2% and 4.9% respectively. It can be said that the growth of lead production from developing country especially China make up for the decrease from Europe, USA and Japan.
For consumption, it is downtrend which is different from production. The latest statistics released by ILZSG show that the refined lead consumption was 3,452 thousand tons in Jan-May, down by 0.3% y-o-y, in which the western world’s consumption is 1886 thousand tons, down by 13.9% y-o-y.
Chinese Lead Market Overview & Analysis
Supply---Secondary lead increase rapidly
The statistics released by China Nonferrous Metals Industry Association (CNIA) show that China produced 124.6kt lead-in-concentrate(up by o.2% y-o-y and 11.2% m-o-m) in June and 527kt in Jan-Jun 2009, only up by 0.13% y-o-y. But the situation of refined lead is very different from concentrate. The statistics released by CNIA show that China produced 333.6kt refined lead(up by 11.4% y-o-y and 19% m-o-m)in June and 1658.2kt, up by 14.1% y-o-y.
Despite tight lead concentrate supply, the Chinese refined lead production remains at a high level. The additional lead output comes from the boosting secondary lead production and the lead concentrate import. Being a major secondary lead production province, Anhui’s lead output change can represent the Chinese secondary lead production situation. The statistics released by CNIA show that Anhui yielded 232kt of lead in Jan.-Jun, up by 42.6%, which implies a big growth of secondary lead production. The statistics from China Customs show 718kt of lead-in-concentrate import in Jan-Jun, up by 25.2% y-o-y, against 12.2% in Jan-May.
Smelting Projects---China smelting capacity too big to make utilization rate decrease
Antaike learns that seven smelting projects whose capacity are about 600kt will be completed in 2009. If all projects can be completed as plan, the refining capacity will arrive at 4676kt, but utilization of capacity may decrease to 70%.
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Figure1 Chinese lead refining capacity and utilization rate
Consumption---Better than overseas
About 80% lead is used in lead acid battery in China, others used in pigments and other compounds, alloys, shot, rolled and extruded products and cable sheathing and so on. The lead acid battery is mainly used in automobile(28.3%), Electric bicycle(25.9%), export(12.5%) and motorcycle(5.2%). 
Since the beginning of 2009, the consumption of lead mainly gets support from automobile and electric bicycle. The monthly production of automobile has exceeded one million units since March, keeping more than 10% y-o-y growth, according to China Association of Automobile Manufacturers (CAAM). The output and sale of automobile were 7100.9 thousand units and 7184.4 thousand units respectively in Jan-Jul, up by 20.23% and 23.38% respectively y-o-y. Meanwhile, the Chinese electric bicycle output remained at relative stable level. The Chinese electric bicycle production increased by 3.8% y-o-y to approximate 11.87 million units in Jan-May 2009. However, the lead acid battery export has remained weak, and the production of motorcycle kept downtrend. The Chinese Customs indicates 5.87 million units of SLI used lead acid battery export in Jan.-Jun 2009, down by 29.2% y-o-y. The export of other lead acid batteries was 46.41 million units in the same period, down by 30.09% y-o-y. The statistics released by National Bureau of Statistics of China show that the output of motorcycle was 11.70 million units in Jan-Jun 2009, down by 13.3% y-o-y. 
In a word, the consecutively high growth of automobile’s production and sale and stable growth of electric bicycle made up for the negative influence that the production of motorcycle decreased and the lead acid battery export has remained weak. 
Lead Import and Export---Refined lead export re-warm
The statistics from China Customs show 127.6kt of refined lead import in Jan.-Jun 2009, up by 2210% y-o-y. Meanwhile, the export dropped by 73.5% y-o-y to 8.3kt. The key reasons for the significant growth of refined lead import are: Firstly, the Chinese lead price is much higher than overseas in Jan-Apr; Secondly, the consumption is better than overseas, and the market participants anticipate that Chinese lead price will increase, so many traders have stocked up refined lead. For export, although the lead export decreased in Jan-Jun, the export in May and June increased 1014% and 39.1% m-o-m respectively, which implies that the export is re-warming.
There were less lead alloys and semis export in Jan-Jun 2009. The statistics from China Customs show that the exports of lead alloys and semis are 1.0kt and 7.13kt respectively in Jan-Jun, down by 86.2% and 82.5% y-o-y. Meanwhile, the imports of lead alloys and semis are 22.05kt and 3.19kt respectively in Jan-Jun, up by 100.4% and 191%. 
Conclusion & Outlook
The economic indexes in key economies especially US were better than anticipation and were in uptrend, which supported the optimistic mood on global economy. However, there are still many uncertainties on the economy, and it is less possible for the western lead demand to re-warm in the near future. Western lead demand will keep weak, but the lead supply in western countries will remain stable depending on the secondary lead production. So the western lead market will keep in supply surplus in the rest time of the year, with bearing to lead. However, the speculation will be back up the lead price. Accordingly, the overseas lead price will be stable relatively. The LME 3-month lead will run at above US$ 1,500 per ton in the near future, and the average price will run above US$ 1,400 per ton in 2009.
The Chinese lead price will mainly follow the change of supply and demand. Along with the lead and zinc mines raising the operation rate, the tight lead concentrate supply will be eased gradually. Thus, the refined lead supply will become richer. Then, the demand will be a key factor that could affect the lead price. 

The lead acid battery export will keep in downtrend on the flat overseas consumption. The production of electric bicycle won’t be high grow. Among the key lead consuming fields, only the automobile production may keep a stable growth in the rest term this year. Although this, the population of automobile, motorcycle and electric bicycle is huge, by which the lead price will be supported. Based on the fundamentals, the Chinese lead price be stable on 13500 yuan per ton around in the near future, and the average price will be 12,400 yuan per ton.
