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Lithium; short-term noise long-term poise 

The debate on global warming has now just about passed, with the verdict that the use 

of carbon based energy sources to generate the worlds’ current and future energy needs 

is causing harm. As a result, the emergence of winners and losers in the energy complex 

is slowly starting to take shape, which will see the more traditional energy sources 

moving away from centre stage and be replaced by new age energy sources. Right 

throughout this period and beyond one thing is certain, the world will still need to 

generate energy. 

One commodity in lithium, has stepped into the energy complex mix in a major way 

over the past six years. This early step up by lithium has been driven by the auto 

industry, as it now moves away from carbon powerplants to carbonless powerplants for 

mainstream production lines. The following pie charts shows the forecast impact of this 

swing on the demand for lithium out to 2030: 

 

Source: Bloomberg 

The demands on lithium from E-transportation, primarily, reached 306,000 tonnes in 

2020, with the electric vehicle (EV) sector making up just 44%, of the demand for 



lithium. As Members can see from the above charts, E-transportation in just nine years is 

forecast to expand to 86% of lithium demand and push traditional markets back to just 

10%. In lithium tonnage terms, the forecast for 2030 stands at 2.4 million tonnes, and 

equates to a compound annual growth rate of 23.6%. Under this growth scenario, by 

2030 there will have to be some 39 Allkem size producers spitting out lithium.  

The auto industry will be the major driver of growth in lithium demand going into the 

future. This change is being driven by government regulations in many countries and 

changing consumer awareness of global environment issues. The following chart shows 

lithium demand by battery use in gigawatt hours (ESS – electric grid storage, motive – 

forklifts, electric scooters, e-bikes, drones etc): 

 

Source: Wood Mackenzie 

We see the future demand profile for lithium, as now being well established, with the 

auto industry add significant tail winds well into the foreseeable future. Looking to the 

future, the lithium-ion battery, it appears, will play a major role in delivering the power 

packs for EVs, as mass production status nears. The changing demand profile for lithium 

does look compelling. 

The broader trend in global lithium production in recent times has been up, and we 

expect this trend will continue going out to 2030. The following chart shows annual 

forecast lithium production (LCE – lithium carbonate equivalent): 



 

Source: Bloomberg 

Mine production of lithium for 2020 was a reported 364,000 tonnes, and as Members 

can see from the above chart, production is forecast to hit 1.4 million tonnes by 2030.  

Under our supply and demand scenarios, we expect the lithium market will remain in 

modest surplus balances out to 2027. The following chart shows the forecast market 

dynamics for lithium out to 2036: 

 

Source: Bloomberg 

As Members can see from the above chart, our supply demand scenario will deliver a 

deficit in the supply of lithium by 2028 and accelerate out to the end of the forecast 



period of 2036. By 2030 the deficit is forecast to be some one million tonnes of lithium 

and by 2036 the gap will have widened to over four million tonnes. Driving this deficit 

will be long ramp up times for new production for both brine and hard rock projects with 

a six to ten years development cycle. On top of the development time, we expect further 

holdups on environmental concerns and government licencing and permitting 

requirements. 

The higher price now commanded by lithium, will we believe, engender the forecast 

supply side response. To this end, there has been an increase in the value propositions 

for lithium deposits, and with this increased exploration activity. There has also been a 

rise in the number of listed companies just in Australia, with lithium projects. In April 

2015 there were around 35 juniors with a lithium interest listed on the Australian Stock 

Exchange and today the number is around 60. We believe producers are not readily able 

to deliver supply even on significant price moves, which should sustain upside potential 

and limit the downside.  

The price of lithium until only recently has been somewhat benign over an extended 

period of time. The following chart shows the long-term lithium price: 

 



Source: Canarymedia 

As Members can see from the above chart, the price of lithium has moved higher as the 

market digested the demand and supply scenario started to play out in the auto industry. 

Mine production was sufficient to cope with demand.        

It has only been in the past 12 months that the price of lithium has responded to what is 

a favourable forecast change in the dynamics of its market. The following figure shows 

the price of lithium concentrate (98% pure as a proxy) from 2014 to the present: 

 

Source: Trading Economics 

We would expect to see some softening in the lithium price near-term, given the 

meteoric rise we have seen in the price in recent months. We see this pullback as more 

of the speculative edge of the market disengaging, which means any price weakness, in 

our view will only be shallow. The broader fundamentals now in play in the lithium 

market, are a precursor to persistently higher prices. 



The high may now be, in the near-term, behind us but we can on the scenario we have 

painted see lithium prices rechallenge its highs. We see the risks as skewed to the 

upside for investors with a long-term investment horizon. 

DISCLAIMER 

Fat Prophets has made every effort to ensure the reliability of the views and recommendations expressed in the reports published on its websites. Fat 

Prophets research is based upon information known to us or which was obtained from sources which we believed to be reliable and accurate at time of 

publication. However, like the markets, we are not perfect. This report is prepared for general information only, and as such, the specific needs, 

investment objectives or financial situation of any particular user have not been taken into consideration. Individuals should therefore discuss, with their 

financial planner or advisor, the merits of each recommendation for their own specific circumstances and realise that not all investments will be 

appropriate for all subscribers. To the extent permitted by law, Fat Prophets and its employees, agents and authorised representatives exclude all 

liability for any loss or damage (including indirect, special or consequential loss or damage) arising from the use of, or reliance on, any information within 

the report whether or not caused by any negligent act or omission. If the law prohibits the exclusion of such liability, Fat Prophets hereby limits its 

liability, to the extent permitted by law, to the resupply of the said information or the cost of the said resupply. As at the date at the top of this page, 

Directors and/or associates of the Fat Prophets Group of Companies currently hold positions in: ASX- Listed Australian stocks: AMC, ANZ, APA, ADI, 

ARF, BOQ, BPT, BHP, BWP, COF, CQE, CHC, CQR, CCL, CKF, CBA, DRR, DXS, DHG, DMP, ECF, ELD, EVN, FPC, FPP, FID, FMG, GOR, GMG, GPT, 

HUB, IGO, ILU, JHX, MAI, MCR, NAB, NSR, NCM, NEC, NMG, NUF, OSH, ORE, OZL, PAN, PAR, PPS, QAN, QBE, RSG, RIO, SFR, STO, SAR, SCG, SRV, 

SLR, SHL, S32, SPK, SBM, SGP, SYD, TLS, TRS, TPG, VCX, WES, WSA, WBC, WPL. International stocks: Activision Blizzard Inc, Apple Inc, BNP PARIBAS 

ACT.A, Cisco Systems Inc, Credit Agricole, Enav, Euro Next, Harmony Gold Mining Co, Intu Properties, LVMH, Nissha, Printing Co. Ltd, Prologis Inc, 

Samsung Electronics Co Ltd, Sony Corporation, Tanger Factory Outlet Centers Inc, TJX Companies Inc, Vail Resorts Inc, Walt Disney Company (The), 

Yum China Holdings Inc, AJINOMOTO CO INC, Around Town, Boston Properties Inc, Citigroup Inc, Credit Suisse Group AG, Entra Asa, Eurocommercial, 

Heineken, Kerry PPT, Meituan Dianping, Nomura Holdings, ProShares Ultra Pro Short 20+ Year Treasury, Sands China Ltd, SPDR Gold Trust, Taubman 

Centers Inc, Tokyo Tatemono Co, Vaneck Vectors Gold Miners ETF, Warner Music Group Corp, Zhaojin Mining, Alibaba Group Holding Ltd, AvalonBay 

Communities Inc, Braemar Hotels and Resorts Inc, Coeur Mining Inc, D.R. Horton Inc, ESR Cayman Ltd, Extended Stay America Inc, Hilton Worldwide 

Holdings Inc, KONE Corporation, Merlin Properties Socimi SA, NorthWest Healthcare Properties REIT, Public Storage, Sanwa Holdings Corp, Spirit 

Realty Capital Inc, Tencent Holdings Ltd, Tokyu Fudosan Holdings Corporation, Vaneck Vectors Junior Gold Miners ETF, Welltower Inc, Zillow Group 

Inc, Alphabet Inc, Baidu Inc, Budweiser Brewing Company APAC Ltd, Corning Incorporated, Daikin Industries Ltd, Essex Property Trust Inc, Extra Space 

Storage Inc, Hongkong Exchanges and Clearing Ltd, LEG Immobilien AG, MGM China Holdings Ltd, Peloton Interactive Inc, Rigd Reliance Industries 

Limited, Segro Plc, Square Enix Holding, Tencent Music Entertainment Group, Tritax Big Box Reit Plc, Ventax Inc, Wynn Macau, Amadeus It Group Sa, 

Barrick Gold Corporation, Castellum AB, Cousins Properties, Digital Realty Trust Inc, ETFMG PRIME JUNIOR SILVER MINERS ETF, Fresnillo Plc, 

Hufvudstaden AB, LG Household & Healthcare Ltd, Mitsui Fudosan Co Ltd, Powerhouse Energy Group Plc, Rightmove Plc, Shangri-La Asia Ltd, Sunlight 

Real Estate Investment Trust, Terreno Realty Corp, Uber Technologies Inc, Vereit Inc, Wynn Resorts Ltd, American Homes 4 Rent, Bitcoin, China Oilfield 

Services, Covivio Sa, Diversified Healthcare Trust, Ethereum, Global X Silver Miners ETF, Inmobiliaria Colonial SA, Link Real Estate Investment Trust, 

Nintendo Co. Ltd, PPHE Hotel Group Limited, Royal Dutch Shell, Simon Property Group Inc, Swire Properties, THK Co. Ltd, UMH Properties Inc, 

Vornado Realty Trust, Yaskawa Electric Corporation These may change without notice and should not be taken as recommendations. 

 


