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FIGURE 12 Agricultural raw materials market
developments

Cotton prices continued to rise in 2022Q1 in response to reduced supplies.
The natural rubber market is fairly balanced, but China’s lockdown and
potential supply-chain disruptions to automobile production are key risks to
the outlook.

A. Agricultural raw material prices B. Cotton stocks

C. Natural rubber production growth

D. Natural rubber production growth

E. Top producers and consumers of
cotton

F. Top producers and consumers of
natural rubber

Sources: Bloomberg; International Cotton Advisory Committee; International Rubber Study Group;
U.S. Department of Agriculture; World Bank.

A. Monthly data. Last observation is March, 2022.

B. Years represent crop season (for example, 2020 refers to 2020-21 crop season).

C.D. Last observation is 2021Q4. Year-on-year growth in each quarter.

E.F. Shares are based on the average values of 2020 and 2021.

declined 8 percent in the quarter and are down 24
percent compared to a year ago. The firming in
Mombasa reflects robust demand and some
weather-related production shortfalls in East
Africa, especially in Kenya, the world’s largest tea
exporter. However, early indications for the

upcoming season’s crop indicate broadly stable tea
production. Prices (three-auction average) are
expected to remain broadly stable for the next two
years. Risks to the outlook relate to the easing of
mobility restrictions from the pandemic and
reduced consumption by Eastern European and
Central Asian countries.

Agricultural raw materials

The World Bank’s Raw Material Price Index,
which had been broadly stable through end-2021,
made moderate gains in 2022Q1 (up 2.8 percent,
q/q). However, its two key components—cotton
and natural rubber—followed diverging paths in
response  to reduced cotton supplies and
weakening demand for natural rubber (figure 12).
The index is expected to rise marginally in 2022
and stabilize in 2023. Risks to the outlook
emanate from weakening demand due to
lockdowns (especially in China).

Cotton prices continued their upward trend that
began in early May 2020 to reach an 11-year high
in March. Prices have increased in 20 of the past
23 months. The overall price strength reflects
gradual improvement in the outlook for global
demand, which is expected to average 26.2 mmt
in the current season, 2 percent higher than 2020-
21. This outlook is a marked improvement over
the previous season’s pandemic-related contraction
of more than 13 percent. On the supply side,
global production is projected to increase 8.4
percent, led by the world’s largest exporters—
Brazil and the United States (with shares of about
20 percent each). Production in China and India,
the world’s largest producers, is expected to
decline marginally due to weather-related
challenges. Cotton prices are expected to be nearly
40 percent higher in 2022, before easing 6 percent
in 2023 as weather-related challenges unwind.

Natural rubber prices gained 9 percent in 2022Q1
(q/q) but are down 11 percent from a year earlier.
The recent increase partly reflects the high prices
of synthetic rubber (a substitute of natural rubber)
caused by soaring feedstock and energy prices. On
the supply side, global output was up 4 percent in
March 2022 from a year earlier. Thailand and
Cote d’Ivoire led the recovery (up 9.3 and 15.4
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percent, respectively), followed by Indonesia,
Malaysia, and Vietnam. Demand for natural
rubber has recovered due to rising auto sales; most
natural rubber goes to the manufacturing of tires.
Natural rubber prices are expected to remain
broadly stable this year and next. Risks to the
outlook relate to production in the supply-

constrained automobile sector (e.g.
semiconductors) and the extent of China’s
lockdown.

Fertilizers

The World Bank’s Fertilizer Price Index rose nearly
10 percent in the first quarter of 2022 (q/q) to an
all-time high in nominal terms. The increase follows
last year’s 80 percent surge due to supply disruptions,
soaring input costs, and trade restrictions in China
and Russia. The Ukraine war threatens further
disruptions, as Russia and Belarus are major
producers and exporters of fertilizers and their main
input, natural gas. Fertilizer prices are projected to
rise by almost 70 percent in 2022 before easing in
2023. Risks to the outlook include supply disruptions
in Russia and Belarus, higher input costs, and a
prolonging of Chinese export restrictions.

Nitrogen (urea) prices surged following Russia’s
invasion of Ukraine to levels well above the peaks
during the 2008 global food price crisis (figure
13). The price surge, which began last year, also
reflects production cuts in response to sharply
rising raw material costs and trade policies.
Production cuts have been pronounced in Europe
due to soaring prices for natural gas. In China,
rising coal prices and power rationing forced
fertilizer producers to cut production and exports
as well—the latter to ensure domestic availability.
Russia also temporarily banned exports of
ammonia nitrate, a high nitrogen-rich fertilizer.
While demand is under increasing pressure,
soaring prices are likely to bring online significant
volumes of new capacity, including in Brunei
Darussalam, India, and Nigeria. Urea prices are
projected to gain more than 75 percent in 2022,
and ease in 2023 as new production from Brunei,
Nigeria and India comes onstream, but will likely
remain at historically high levels for as long as coal
and natural gas prices remain elevated.

FIGURE 13 Fertilizer market developments

Fertilizer prices continued to surge in the first quarter of 2022, driven by a
confluence of factors —record-high energy and raw material costs, supply
disruptions and uncertainty due to sanctions on Belarus and Russia,
Chinese export restrictions, and strong demand. Urea prices surpassed
their peaks during the food price crisis in 2008, while phosphates and
potash prices inched closer to 2008 levels.
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A.B.E. DAP = diammonium phosphate; MOP = muriate of potash.

A.C.D. Last observation is March 2022.

B. Shaded area represents the period after Russia’s invasion of Ukraine. Last observation is the week

of April 8, 2022.
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DAP (diammonium phosphate) prices continued to
rise in 2022Q1, up 11 percent (q/q), following
large increases throughout 2021. Prices at end-
March were more than four times higher than at
the start of 2020. Rising input costs, particularly
for ammonia and sulfur, have contributed to the
price rise. The entire supply chain has also been
impacted by increasing freight costs as a result of
the war in Ukraine. Russia is the world’s second
largest exporter of both ammonia and sulfur but,
since the beginning of the war in Ukraine, has
struggled to maintain shipments. Supply woes
have been compounded by policy actions in China
and Russia. China, which accounts for 30 percent
of global phosphate trade, has introduced an
export ban through at least June 2022 while
Russia has imposed an export ban on ammonia
nitrate, a key input to the manufacture of DAP.
Demand has been robust both in North and
South America, especially by soybean and maize
producers which are both phosphate-intensive
crops. Demand is also strong in China due to
increased feed use, especially maize and soybean
meal. The country is rebuilding its pork herd
following a deadly African swine fever disease that
slashed its pig production. Following a near
doubling in 2021, DAP prices are projected to
increase further by 50 percent in 2022 before
moderating in 2023 as production bottlenecks and

trade restrictions are eased. Apart from input costs,
risks to the outlook depend on whether China’s
exports will resume after June.

MOP (muriate of potash, or potassium chloride)
prices jumped nearly 80 percent in 2022Q1
following the recent contract settlement by
Chinese and Indian importers at $590/mt through
to year-end 2022. Global spot prices have more
than doubled to record-high levels in the past year.
The price surge has been driven by sanctions last
year on Belarus as well as supply disruptions and
difficulties shipping through Black Sea ports since
Russia’s invasion of Ukraine. Belarus and Russia
together account for two-fifths of global potash
exports. In addition to the sanctions, on February
1, Lithuania halted the use of its railways’
network to transport Belarusian potash to the port
of Klaipeda, which typically handles 90 percent of
Belarus’s  exports. Although some shipments
apparently have been rerouted to Russia, it is
difficult for Belarus to ship significant volumes.
Elsewhere, shortages have been aggravated by a rail
strike in Canada due to a labor dispute. Potash
prices are projected to average 1.5 times higher in
2022 than in 2021 and remain elevated in 2023
unless supply returns to international markets
from Russia and Belarus.



COMMODITY MARKETS OUTLOOK | APRIL 2022

METALS AND PRECIOUS METALS

45

Metals and Minerals

The World Bank’s Metals and Minerals Price Index
rose 13 percent in the first quarter of 2022 (q/q)
with some metal prices reaching all-time highs in
March amid historically low inventories. The war in
Ukraine has been a key driving force behind
aluminum and nickel price movements, while high
energy prices have affected most metals, especially
aluminum and zinc. Metal prices are projected to
increase 16 percent in 2022 and ease somewhat in
2023. Risks to the outlook are skewed to the upside,
emanating from further disruptions of commodity
flows into and out of Russia. Key downside risks
include prolonged lockdowns in China and weaker
global growth. In the longer term, the energy
transition could significantly lift the prices of some
metals, notably aluminum, copper, and nickel.

Iron ore prices surged 27 percent in 2022Q1 (q/q),
reversing the declines in the second half of 2021.
Acute pandemic-related labor shortages in
Australia have disrupted production, while heavy
rains and flooding significantly curbed output and
exports from Brazil; the two countries account for
more than 70 percent of the seaborne iron ore
market. Supply losses are also expected due to
damaged export infrastructure in Ukraine and the
difficulty in rerouting exports from Russia, the
two countries together account for 4 percent of
global exports. On the demand side, Chinese steel
production is recovering and is expected to be
propelled by government infrastructure spending
and policy support. Brazil’s key iron ore company,
Vale, is increasing production after a tailings dam
collapse in 2019 and is adding new capacity, while
new supplies are coming online in Australia,
Canada, and Liberia. Iron ore prices are projected
to fall by 13 percent in 2022 and 25 percent in
2023. Risks to the forecast include further
disruptions to supply as a result of the war (on the
upside) and slowing global growth (on the
downside).

Aluminum prices jumped 18 percent in the first
quarter of 2022 (q/q), the seventh straight
quarterly gain, reaching nearly $4,000/mt in early
March. The market has been affected by
production curtailments (especially European
smelters) due to high energy costs, depleted global

inventories, and disruptions to alumina supplies—
a key input to aluminum. High energy costs have
forced many European smelters to reduce output
by an estimated 17 percent in 2022. Russia, which
accounts for 6 percent of global aluminum
production, faces sanctions-related losses. It has
already lost access to two-thirds of its alumina
imports, forcing state-owned Rusal to suspend
production at its alumina refinery in Ukraine in
February. This reflects, in part, Australia’s ban on
alumina exports to Russia imposed in March.
Supply woes have been compounded by pandemic-
induced lockdowns in Guangxi, an alumina-
producing region in China that represents 14
percent of the country’s production. Amid supply
disruptions and high energy costs, aluminum prices
are projected to increase 38 percent in 2022 before
easing in 2023. Downside risks include further
weakness in China’s property sector and concerns
about global economic growth. On the upside,
production could be further reduced if disruptions
to alumina supplies persist, and energy prices are
higher than expected.

Copper prices reached an all-time nominal high of
$10,845/mt in early March. Prices have been
buoyed by low inventories and solid demand in
China and advanced economies stemming from
robust durable goods consumption. The copper
market has been affected by water shortages in
Chile and labor disputes in Peru. Copper prices are
projected to increase by 8 percent in 2022 as
constraints in Chile and Peru persist, and as one of
China’s major smelters is facing credit issues. Prices
are expected to ease in 2023, however, as new
projects come online, including in Chile, the
Democratic Republic of Congo, Mongolia, and
Peru. Upside risks to the outlook include further
supply disruptions in Russia, while a more severe
slowdown in global growth poses the greatest
downside risk. In the longer term, copper will
increasingly benefit from growing demand in the
renewable (mainly photovoltaics) and electric
vehicle (EV) sectors, as well as related grid and
recharging infrastructure. In particular, the
decision by European countries to reduce their
dependence on Russian natural gas could increase
copper consumption if it causes them to accelerate
investment in renewable energy.
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FIGURE 14 Metals and minerals market developments

Metal prices continued to climb higher in the first quarter of 2022, with
aluminum, copper, nickel, and tin prices reaching historic highs in early
March. The price surge largely reflected production curtailments due to
high energy costs (aluminum, zinc), supply concerns due to Russia’s
invasion of Ukraine (aluminum, nickel), and pandemic-induced disruptions
(iron ore, tin). Inventories at metal exchanges have declined to very low
levels, adding to price volatility.
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Lead prices have been flat during the past three
quarters. Compared to other metals, the energy
used in smelting lead is low, and so higher energy
prices have not increased production costs as

much as for other metals. Furthermore, the war in
Ukraine has had little effect on output, as Russia is
a small producer. Global lead demand is expected
to rise in the medium term, due to steady new
vehicle and replacement battery use, as well as the
utilization of lead batteries in EVs for auxiliary
functions. Lead supply is also expected to grow,
mainly as a by-product of zinc and silver mining.
Recycled batteries will add to supply, accounting
for some 60 percent of total lead supplies. Lead
prices are projected to increase modestly in 2022
before easing in 2023. Risks to the outlook are
tilted to the downside both in the short term,
given constraints in the auto industry, and over
the longer term, from a possible phase-out of
auxiliary lead batteries.

Nickel prices soared more than 35 percent in the
first quarter of 2022 (q/q), driven by supply
concerns from the escalation of the war in Ukraine
amid depleted inventories. Prices breached
$100,000/mt on March 8 after short selling by
China’s Tsingshan Holdings—the world’s largest
producer of nickel and stainless steel—was met by
a short squeeze, leading the London Metal
Exchange (LME) to suspend trading for several
days and canceling some trades. The nickel market
has been affected considerably by the war in
Ukraine. Russia accounts for 6 percent of global
nickel supplies, but 20 percent of high-grade
nickel for batteries, the fastest growing demand
segment. Russian mining giant Nornickel has been
incurring supply disruptions following sanctions.
On the demand side, production of stainless steel,
which accounts for 70 percent of nickel
consumption, is slowing, mainly in China.
Demand for nickel-contained batteries continues
to grow, however, and is now the second-largest
use for nickel (its share was 13 percent in 2021
compared with 4 percent in 2019). Nickel prices
are expected to remain elevated until potential
new supply from Indonesia ramps up. In 2022,
nickel prices are projected to average more than 50
percent higher than last year. Prices are expected
to drop by about 20 percent in 2023 as large
nickel pig iron capacity by Indonesia comes on
stream. Risks are skewed to the upside given
potential export disruptions from Russia and
possible problems bringing on new capacity in
Indonesia. Weaker demand growth and, in the
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longer term, competition from non-nickel
batteries pose downside risks.

Tin prices have continued to increase for seven
consecutive quarters, growing by 12 percent in
2022Q1 (q/q) to surpass an all-time high of
$50,000/mt in early March. Prices have been
supported by strong demand from the electronics
sector where solder applications account for more
than half of total tin demand. Meanwhile, there
have been prolonged supply chain disruptions in
key tin-producing areas, due partly to COVID-19
outbreaks. In February, Indonesia suspended
operations of more than 1,000 miners (including
tin, coal, and other minerals) in an effort to
improve oversight of its resource sectors. Tin
concentrate supplies from Myanmar, a key source
of raw material, have also been affected by
sporadic closures along the border of Myanmar
and the Yunnan province of China. Tin prices are
forecast to increase by 27 percent in 2022 before
declining 15 percent in 2023 as consumer goods
demand softens and supply improves. Risks to the
outlook include an export ban by Indonesia. In
the longer term, tin demand prospects (and prices)
remain solid in the semiconductor, photovoltaic,
and auto sectors, and stand to benefit from the
energy transition and green technologies.

Zinc prices rose by 11 percent in 2022Q1 (q/q), a
15-year high amid closures of zinc smelters in
Europe due to elevated energy prices—European
smelters account for 15 percent of global refined
zinc production. Closures included smelters in
Italy and France owned by Glencore and Nyrstar
smelters, respectively—the world’s largest zinc
producers. Reduced utilization impacted smelters
in other countries as well. In China, zinc
inventories are higher than in Europe due to weak
construction and auto production, in part due to
COVID-19  lockdowns. However, logistical
challenges stemming from lockdowns and rising
shipping costs have prevented China from
releasing inventories to global markets. Zinc prices
are expected to increase by 23 percent in 2022,
before falling by 14 percent in 2023. Risks are
tilted to the upside, as high energy prices could
further disrupt zinc production in Europe. A
global growth slowdown and the supply-
constrained auto sector are downside risks. Over

the longer term, zinc consumption will continue
to be driven by rising demand for galvanized steel,
which accounts for half of total zinc use, as well as
the use of zinc in batteries.

Precious Metals

The World Bank’s Precious Metals Index gained 4
percent in the first quarter of 2022 (q/q), driven by
higher investment demand due to rising inflation
and increased safe-haven buying following Russia’s
invasion of Ukraine. The index is projected to
increase slightly in 2022 bur fall by 9 percent in
2023 on expectations of tighter monetary policy.
Upside risks to this outlook include an intensification
of geopolitical tensions and inflationary pressures.

Gold prices gained 4.3 percent in 2022Q1 (q/q),
as rising inflation and geopolitical risks more than
offset the impact of higher nominal interest rates
in advanced economies. Strong investor flows into
gold-backed exchange-traded funds (ETFs) due to
safe-haven buying contributed to the gains. Gold
prices have since receded along with rising yields,
and an initial rate hike by the U.S. Federal
Reserve—rising real yields are typically a
headwind for gold prices because they dampen
investor flows, a key driver of gold prices. The war
in Ukraine had an impact, as Russia is the world’s
second-largest gold producer, accounting for 10
percent of global output. It had also been the
largest buyer of gold during 2006-20, with its gold
reserves reaching nearly 2,300 mt, equivalent to
6.5 percent of global official gold reserves.
Concerns during the early phases of the war in
Ukraine that Russia would sell gold reserves did
not materialize. On the contrary, following a two-
year hiatus, the Bank of Russia resumed purchases
of gold from domestic producers in March,
initially at a fixed ruble price, and then a
negotiated price as the ruble firmed.

Gold prices are expected to increase modestly in
2022, before falling by 10 percent in 2023,
weighed down by tighter monetary policy in the
EU and the United States, with additional rate
increases expected this year and next by the U.S.
Federal Reserve to address inflationary pressures.
Upside risks include rising inflationary pressures
along with increasing geopolitical uncertainty and
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FIGURE 15 Precious metals market developments

Precious metal prices increased in 2022Q1, driven by rising inflation and
increased demand for safe-haven assets following Russia’s invasion of
Ukraine, despite higher nominal interest rates. Gold prices were lifted by a
surge in inflows into gold-backed exchange-traded funds, and Russia’s

central bank has resumed gold purchases following

international

sanctions. Robust industrial demand supported silver prices, while
concerns around Russian supply and a recovery in global auto demand
boosted platinum and palladium prices.
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larger purchases of gold by central banks. To the
downside, an easing of the conflict and more
aggressive central bank rate hikes could weigh on
prices. In the longer term, gold prices could be
affected by the Bank of Russia’s policies, and
should it engage in large gold sales, prices could
drop materially.

Silver prices increased little in 2022Q1 as investor
inflows were more modest than in the case of gold.
After posting solid price gains last year in response
to strong consumer electronics demand,
consumption demand for silver has started to
wane, in part due to weak demand by China’s
manufacturing sectors amid lockdowns. However,
photovoltaic demand as well as demand from the
electric vehicle (EV) sector have continued to
grow in line with the push to cleaner energy.
Prices are projected to ease in both 2022 and as
production rises with new capacity coming online
mainly in North and South America as well as
more output as a by-product from expanding zinc
mine production. Risks to the forecast include a
faster pace of the energy transition if countries
choose to accelerate investment in zero-carbon
sources of energy in place of fossil fuel imports
(on the upside) and weaker demand by the auto
sector (on the downside).

Platinum prices were mostly stable, especially
compared to other metals—including palladium, a
close substitute. Palladium prices surged, as Russia
accounts for 40 percent of global palladium
supply, compared to 10 percent of global
platinum output. Platinum prices are expected to
register modest increases in 2022 and 2023 as
demand rises in line with the recovery in global
auto production, which accounts for more than a
third of platinum demand, as well as higher
imports into China. In the longer term, prices
could also be affected by substitution away from
palladium (used as a catalyst mainly in gasoline-
powered vehicles) to platinum (a catalyst mainly
for diesel engines). Substitution is expected to
continue due to the large price differential and
tightening emissions regulations. Risks to the
near-term outlook include weaker global growth
and constraints in auto output. In the longer term,
penetration of EVs could weigh heavily on
demand.






he war in Ukraine has caused major supply disruptions and led to
historically higher prices for a number of commodities. Most commodity
prices are now expected to see sharp increases in 2022 and remain high
in the medium term. The price of Brent crude oil is projected to average
$100/bbl in 2022, a 40 percent increase from 2021. Non-energy prices
are expected to rise by about 20 percent in 2022, with the largest
increases in commodities where Russia or Ukraine are key exporters.
Wheat prices in particular are forecast to increase more than 40 percent
this year. While price pressures are expected to ease in 2023, commodity
prices will remain much higher than previously expected. The outlook
depends on the duration of the war and the severity of disruptions to

commodity flows.

A Special Focus section investigates the impact of the war on commodity
markets and compares the current episode with previous price spikes. It
finds that previous oil price spikes led to the emergence of new sources
of supplies and reduced demand in response to efficiency improvements
and substitution to other commodities. In the case of food, new land

was made available for food production. For policymakers, a short-term
priority is providing targeted support to poorer households facing higher
food and energy prices. For longer-lasting solutions, they facilitate

investment in new sources of zero-carbon energy.

The World Bank’s Commodity Markets Outlook is published twice a year,
in April and October. The report provides detailed market analysis for
major commodity groups, including energy, metals, agriculture, precious
metals, and fertilizers. Price forecasts for 46 commodities are also
presented together with historical price data. Commodity price data

updates are published separately at the beginning of each month.
The report and data can be accessed at:

www.worldbank.org/commodities
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