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Executive Summary

n  Lithium demand expected to reach 315,990 tonnes in 2020, down 9% 
on our Q4 2019 projections

n  Logistics concerns escalate in late-Q1: congestion at Antofagasta 
intensifies in South America as reagent availability and distribution 
channels tighten

n Cathode production: 2020 projections lowered by 13% in March 2020 
as producers lower utilisation rates in response to concerns over EV 
consumption

n Industrial demand: demand forecast for non-battery markets lowered 
by 6.1% as wider macroeconomic pressure takes hold

n Prices: lithium carbonate prices fell 10.7% on average in Q1; lithium 
hydroxide prices down 7.2%

n Country-by-country supply analysis: 
●  Chile: Operations ongoing, minor congestion of transportation
●  Argentina: Operations temporarily suspended, lower output expected

for 2020
●  China: Majors ramp up towsrds operational capacity, smaller scale

producers maintain closures
●  Australia: Spodumene shipments ongoing, limited operational

disruption
●  ROW: 2020 strategies under review, expected to lower output rates

n  To access Benchmark Minerals’ latest supply, demand, price and cost 
data please contact: info@benchmarkminerals.com
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Introduction
The coronavirus pandemic has manifested into the biggest health, social and 
economic crisis in a generation, disrupting almost every global supply chain 
to such a profound extent that mechanisms for material sourcing, trade, and 
distribution will likely never be the same again. 

Disruption has been most pronounced in those industries that are truly global; 
one of the defining features of today’s lithium ion battery market. 

From the raw material foundations of the supply chain in the DRC, Australia, 
Chile, and beyond, through to the battery cell production in China, Japan, and 
Korea; it is likely that the cells used by the Tesla's of the world have touched every 
continent (sometimes multiple times over) before they reach the Model 3 that is 
driven (or drives itself) off the showroom floor.

Almost every section of this supply chain has been impacted in different ways, 
and to different extents. Those which have not will undoubtedly feel the effects in 
Q2. 

What had been marked as a year that would take us into a new generation of EV 
expansions, now faces a more uncertain future – at least in the short-term. 

While EV adoption rates will be delayed, the longer-term fundamentals remain 
strong. Western OEMs have their EV ambitions firmly in place and with the 
wheels of regulatory change already turning, many are questioning whether 
governments will use their inevitable stimulus efforts to prop up the old or usher 
in the new.

While it’s too early to make any clear interpretation of policy directives, perhaps 
the changing of the guard is already underway. In Europe, January and February 
EV sales totaled 140,000 units, almost a 6% penetration rate compared to around 
2% in 2019. Similarly, at the peak of China’s closures in February, EV penetration 
rose 3.2%.

Despite these encouraging signs, in the short-term all parts of the supply chain 
are going to have to work through a period of unprecedented turbulence. 

Benchmark Minerals Q1 Forecasts lowered lithium demand projections by 9.14% 
in response to a slowdown in battery and traditional end-markets. Although there 
has only been marginal impact on suppliers’ operational capacity (largely related 
to logistical constraints, to date) we are yet to fully see how production strategies 
are adjusted in response to the impending demand-side shock. 

These pressures will only serve to prolong a period of low-pricing and negative 
sentiment, that will put more obstacles in the way of developing new projects, 
and increase the risk of supply chain bottlenecks in the coming years to come. 

Here, Benchmark Minerals explains the lithium supply chain landscape moving 
into Q2 2020, outlining our latest analysis on supply, demand, and pricing. 

For news analysis and expert commentary on all developments in the lithium 
ion battery supply chain, subscribe to Benchmark Membership here 

https://www.benchmarkminerals.com/forecasts/
https://www.benchmarkminerals.com/membership/
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ARGENTINA 

Coronavirus impact*
Total Cases: 1,054
Active Cases: 
Deaths: 27

*As of 31 March 2020

On March 19th, the Argentinian government announced a mandatory quarantine 
which was extended beyond until 12 April, forcing residents to stay home and 
only leave when absolutely necessary. Whilst this initially affected industry, 
causing all lithium operations in the country to suspend operations, the Argentine 
Ministry of Production granted lithium suppliers permission to continue 
production. 

Livent have been granted permission to resume production and shipments from 
Salar del Hombre Muerto, however the company withdrew its Q1 financial 
guidance in light of COVID-19 uncertainty, suggesting that it will provide an 
updated outlook when it has greater clarity on market constraints. 

Orocobre have also managed to resume production and shipping at Olaroz after 
being declared essential, with a ‘significantly reduced number’ of employees on 
site.  Whilst normal production will continue, their phase 2 expansion has been 
deemed non-essential, delaying construction plans. 

Eramet were granted permission to restart development, however have chosen to 
delay construction of their lithium project, citing ‘considerable uncertainty in the 
global economy’, shifting its strategy to preserve liquidity. 

Upstream

Source: Benchmark Mineral Intelligence Lithium Forecast
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The Benchmark MInerals Lithium Supply Model provides project-by-project 
production forecasts out to 2040 for lithium raw material and chemicals. 
Click here to learn more

https://www.benchmarkminerals.com/forecasts/
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Updates have yet to be released regarding activities at Cauchari-Olaroz (Lithium 
Americas/Ganfeng) however any new project development will inevitably be 
delayed in the face of challenges to project financing and construction capacity.  

Benchmark Minerals Lithium Forecast expects Argentinian production to 
decrease by 4,400 tonnes LCE on our Q4 2019 figures, with lower utilisation rates 
to continue through to H2. 

AUSTRALIA 

Coronavirus impact*
Total Cases: 4,763
Active Cases: 4,398
Deaths: 20
*As of 31 March 2020

Whilst COVID-19 has not directly impacted production, spodumene miners have 
begun to tell administrative workers to work from home in an effort to prevent 
spread of the virus. Furthermore, Pilbara Minerals announced they expected to 
see a prolonged downturn in market conditions during 2020 in response to the 
outbreak. 

Benchmark Minerals Lithium Forecast expects production to fall marginally 
on 2019, down 4% to 175,300 tonnes. This is primarily based on the adjustments 
announced by producers earlier in the year, with Pilbara and Galaxy announcing 
reduced production in light of market conditions, aligned with customer demand. 

With weaker end market demand likely to delay the re-entry of Tier 2/3 converters 
in China, which have largely been idle since Q4 2019, the backlog in feedstock 
supplies will be extended, weighing on prices and threatening the economics of 
new projects. 

Source: Benchmark Mineral Intelligence
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CHILE

Coronavirus impact*
Total Cases: 2,738
Active Cases: 2,570
Deaths: 12
*As of 31 March 2020

In Chile, no restrictions to either Albemarle or SQM’s operations have been 
enforced to date, and major ports are operating despite congestion, with only 
2% of cases located in the Antofagasta region. Whilst the virus may spread 
within Chile, output was unaffected last year throughout political protests, and it 
is likely the government grant the country’s two producers permission to 
continue production unless the virus severely impacts the Atacama region. 

Benchmark Minerals’ Lithium Forecast expects Chilean production to climb 
to 100,000 tonnes LCE this year in spite of the market slowdown, as SQM and 
Albemarle continue with incremental expansion plans already underway. 

CHINA

Coronavirus impact*
Total Cases: 81,554
Active Cases: 2,004
Deaths: 3,312

*As of 31 March 2020

Within China the largest supply side impact has been on logistics, with 
transportation networks increasingly congested around the peak of the country’s 
outbreak in mid-February. 

Major producers have reported limited impact on operations, however the ramp 
up after the seasonal Spring Festival closures was delayed by the outbreak. By 
the end of March, Tianqi stated it was already back to almost full capacity 
utilisation, while Ganfeng had rebounded to usual operational rates by mid-
March. 

Total 2020 output from China has been revised down by 5% compared to Q4 
2019 forecasts, with significant proportions of China’s conversion capacity already 
expected to be idle for much of 2020 in response to excess supplies.   
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EV & BATTERY

The coronavirus outbreak has undoubtedly derailed what was scheduled to be 
a year of demand diversification outside of China in the EV battery space, with 
Western OEMs laying the foundations for an electric future. 

While these plans continue to gather momentum, even amid the challenging 
macroeconomic environment, the wider downturn across the automotive sector 
will hinder the short-term EV growth trajectory.

From early shutdowns in China’s auto market in January and February, to the 
ongoing closures that have engulfed the world’s leading OEMs – from Ford 
and GM in North America to VW and PSA in Europe – the auto industry is at a 
standstill. 

Some room for EV optimism can however be found in the detail of this fall-off. 

EV penetration rates (as a proportion of much lower total auto sales) increased 
in many countries in Q1 and while this isn’t an overwhelmingly positive result in 
volume terms, it does provide some optimism that consumers will continue to 
trend towards electric. 

More encouragingly, signs of an EV uptick in China were already evident by the 
end of Q1. Extended subsidies both at a provincial and state level will support the 
rebound from a disappointing first quarter, which despite falling below the scale 
required to meet the 2m NEV target set out early in the year, were only down 
62% on 2019 in January and February (the peak of the country’s closures). 

Benchmark Minerals had previously projected a 3.1% EV penetration rate in 2020. 
In our latest assessment this has been revised down to 2.7%, and decrease of 
550,000 units. 

Downstream

Source: Benchmark Mineral Intelligence
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The Benchmark MInerals Lithium Demand Model provides consumption figures 
for battery cathode and industrial end-markets out to 2040. 
Click here to learn more

https://www.benchmarkminerals.com/forecasts/
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While major battery operations in China, Japan, and South Korea continue, there 
has been a steady realisation that short-term orders may not be at the scale 
expected and there will need to be a flexibility in producer supply chains to 
respond to a more volatile path forward. 

Deliveries continue to be made but, as with raw materials, logistics are a 
mounting short-term concern, which could add to the cost and timing of 
deliveries. 

With leading battery companies now preparing for a 6-12 month disruption to 
sales, the firmness of orders remain in flux in the near term. 

CATHODE

Concerns over the direction of downstream demand are yet to be fully-factored 
into the strategy of major cathode producers, and although there has been little 
impact on operational capacity, the Benchmark Minerals Cathode Assessment 
adjusted expected 2020 output down by 17% in March. 

Chinese producers were quick to rebound from the extended seasonal closures, 
with Shanshan reported to be back at 70% utilisation rates by as early as mid-
February. 

Others closer to the centre of the China outbreak in Wuhan were also quick to 
restart operations following mandated closures. Ronbay, which operates 25,000 
tpa high-nickel cathode capacity in Ezhou, Hubei, had ramped back up to similar 
levels to Q4 2019 by mid-March, while work at GEM’s new Jingmen facility in 
Hubei was back underway even earlier. 

According to the Benchmark Minerals Cathode Assessment, output from 
Ronbay is expected to fall to around 12,000 tonnes in 2020, compared to 15,000 
tonnes in 2019, as a result of weaker end-market conditions rather than any 
prohibitive restrictions on operations. 

Similar cutbacks are expected across other ex-China producers in response to 
weaker demand, however those with close ties to major battery consumers have 
indicated their operations will be more resilient. 

ECOPRO are planning to increase output by over 25% in 2020 to meet new 
orders from the likes of Samsung SDI and SK Innovation. Nichia Chemical and 
Sumitomo Metal Mining, which have established agreements with LG Chem and 
Panasonic, are also only expected to make marginal adjustments to their 2020 
guidance. 

Continued expansions from the majors will likely accelerate the consolidation 
of smaller, less competitive producers that will be squeezed out of the Chinese 
picture; in particular as bigger players channel sales domestically to replace the 
lower order-volumes from Japanese and South Korea battery facilities, which 
accounted for 11% of global capacity and 28% of tier 1 battery production capacity 
in 2019 according to the Benchmark Minerals Megafactory Assessment. 
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From a technology standpoint, the slowdown in ex-China demand is also 
expected to see a slower transition to high-nickel cathode chemistries, which are 
being pursued more aggressively by Western battery-makers. This will boost the 
medium term outlook for lower-nickel variations of NCM, as well as LFP adoption. 

LITHIUM DEMAND

Outside the derailment of lithium ion battery demand in the short-term, the 
wider macroeconomic consequences of the coronavirus outbreak are still in flux. 

Traditional industrial consumption forms an important foundation of demand in 
the lithium market, and is set to feel the longer-term impact of slower global 
growth. 

Non-battery related demand of lithium was revised down by 6% in the 
Benchmark Minerals Q1 2020 Lithium Forecast, and the impacts of the 
slowdown in glass, ceramic, and lubricant markets is already expected to spill 
over into 2021. 

It is yet to be seen how deep the global economic fallout will impact these 
traditional end-markets, but growth rates will certainly be hindered, and there is 
the potential for a significant contraction in industrial demand if closures in 
Europe, North America, and Asia persist. 

As a result of this wider fallout, total demand growth is expected to reach 
315,990 in 2020, with the market set to move into deficit by 2023. 

Source: Benchmark Mineral Intelligence
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Source: Benchmark Mineral Intelligence
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Prices & conclusions
The Benchmark Minerals Lithium Price Assessment service provides monthly 
independent pricing for lithium carbonate, hydroxide, and spodumene. 
Click here to learn more

COVID-19 temporarily stalled the long-running decline in lithium pricing, as 
uncertainty emerged over Chinese supplies, and global market participants 
waited to gauge the effects of the virus. 

Following the outbreak outside China, it became clear that the pandemic was 
going to have prominent impact on market demand in particular, and despite 
temporary closures and curtailments to supply expansions, prices continued their 
decline, falling 7.4% out of South America last month to $7,875/tonne (FOB S. 
America as global prices continued to trend towards China levels.  

Price decreases have not been isolated to South America, with Benchmark 
Minerals’ carbonate and hydroxide weighted average prices down 10.7% and 7.2% 
respectively this year, to $7,077/tonne and $9,286/tonne, both down over 35% yoy. 

Many auto OEMs and battery cell manufacturers in Europe and the US have been 
compelled to close factory doors due to the virus, which Benchmark Minerals 
estimates could cause a ‘lost quarter’ of demand for lithium chemicals. The inability 
to place lithium volumes into these sectors will likely intensify price competition 
over the coming months, putting further pressure on producers’ margins. 

Benchmark Minerals forecasts a market surplus through to 2023, and as such 
prices are likely to stabilise at global averages of $9,850/tonne for lithium carbonate 
and $11,800/tonne for lithium hydroxide in 2021. 

A subsequent rally in pricing is expected from 2023 onwards, and with a prolonged 
period of low pricing impacting availability of capital into the sector over the 
medium term, this price rebound is expected to last for a number of years as 
producer expansions struggle to maintain pace with battery demand growth.  

https://www.benchmarkminerals.com/price-assessments/
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