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Executive summary

This report finds that the mineral raw material engagement between the EU and industrial countries
forms a small part of the wider engagement between these economic super powers. The trade flows
between the industrial countries and the EU indicates that trade of processed minerals, relative to
mineral ores and concentrates, is of much higher value and that the EU is also a source of minerals for
partner industrialised countries.

The report documents the current areas of bilateral economic and trade engagement between the EU
and a set of industrial country partners - Australia, Canada, China, Japan, the USA and the Russian
Federation.

For the EU-Australia engagement, this report finds that it is of greater interest to Australia to diversify
its raw material export markets away from China, relative to the EU need to diversify its source of
imports. The negotiations on the EU-Australia trade agreement are in their infancy, with a significant
proportion of the initial document relating to raw materials and energy. The inclusion of EIA standards is
a promising indication of harmonising standards between the two regions. Finally, direct Australian
investment in the EU mining sector may appear to be limited but there is strong exploration interest
from Australian based companies in the EU.

The EU-Canada engagements ees t he E U dneral snipats feom Gdnadanmostly in the ores
and concentrates category; Canada in return imports refined metal from the EU. There is a cordial
economic relationship between the two regions. The ratification of CETA by all Member States, may
bring unintended consequences to the mineral regimes of certain Member States. Under CETA rules,
where discretionary government decision making has occurred, CETA provides Canadian companies
the right to challenge such licensing decisions. While there are some safeguards in place within the
treaty, it remains to be seen whether any Canadian mining company will resort to using this
mechanism.

The EU-China engagement is driven by wider economic engagements and raw materials tends to be a
small part of this engagement. China is both a competitor and a partner to the EU in the raw materials
sector. This report recommends EU engagement with China on the three issues: Development and
implementation of supply chain due diligence with a focus on conflict minerals; Support Chinese
domestic mining operations to meet international best practice; Assist Chinese international mining
operations to meet international best practice.

The EU-Japan engagement is found to be based on wider industrial and economic platforms, with very
limited attention given to raw materials themselves. The trade profile also indicates limited raw-material
engagement between the two regions. The report finds no reason or need to develop the raw materials
engagement with Japan further than their current status. Cooperation on innovation and green
technology should continue as is on the bi-annual EU-USA-Japan Trilateral Conference on Raw
Materials.

The EU-USA engagement, under the current USA administration, has led to (global) economic and

trade instability, as well as between the two regions. This has created wi der i mpl i cat i

access to raw materials from third countries. Bi-lateral minerals and ores trade has a low priority with
the bi-lateral engagement, and the larger economic and geo-political issues subsume the raw materials
engagement.

ons
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The EU-Russian raw materials engagement is significant in terms of raw material flows, particularly
when compared to some of the other industrial countries. Preliminary findings suggest that the impact
on Russia as an EU source of raw materials could be hampered in the future, due to third party
sanctions (such as those by USA). Further complications from Russian actions in international politics
are also a source of risk for supply disruptions.

In summary, the report finds that the direct raw material flows between Australia, Canada, Japan and

the USA are wel/l established and in little need of
being addressed by current and proposed trade and investment agreements. EU engagement with

China continues to evolve and the EU engagement with Russia is significant and requires a more

detailed analysis than this project can offer.
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1. Introduction

The European Union (EU) is a major global consumer of base and non-ferrous metals, (second behind
China for copper and steel). While the EU28 are no longer major global producers of minerals, their
production of semi-manufactured and refined metallic products remains significant within global production.
For example, four EU Member States (Belgium, Spain, Poland and German) accounted for 8.5% of global
copper production in 2016%. The EU is the second largest global producer of steel, after China. Nickel as an
input, is mostly in the stainless-steel sector, where the EU accounts for nearly 35% of global stainless-steel
production?. Belgium and Italy are in the top five lead metal producers and in the top ten zinc metal
producers in the world?.

The EUO6s metusdidsupportedibynserapause i often the largest source of raw materials i its own
mine production, which is modest for most metals, and by the direct import of concentrates from resource-

rich developing and emerging countries (such as
South Africa and Brazil) and from industrial
countries such as Canada and the United States | EU Annual Demand = 4 million tonnes

of America. A third source of imports is that of | 20% - Mining operations in the EU

semi-refined metallic minerals from other | 43% - Domestic & industrial scrap within the EU
countries (such as China and Japan) that in turn | 25% - Imports of ores & concentrates

import virgin raw materials from other developing | 12% - Metal net imports from other regions

and emerging countries. See Box 1 for the EU Source: European Copper Institute
sources for copper raw materials supply.

In terms of international sources of supply, the imports of raw materials come from different regions;
developing, emerging and industrial countries. In 2017, the EU28 imported (by value) 23% of its industrial
minerals, 25% of its metallic minerals and 19% of their semi-refined metallic minerals imports from the
advanced countries (G4 - Australia, Canada, Japan and the USA) and China.

In turn, 29% of the EU28 exports of industrial minerals, 42% of metallic minerals and 35% of semi-refined
metallic minerals exports were destined for the G4 and China These raw material imports support a large
metal refining and production industry in the EU; supplying both the EU internal markets as well as exports of
metals and manufactured goods.

The Latin American region is a major source of raw materials for the EU, followed by Sub Saharan Africa. In
terms of countries, Russia is a major source of minerals, followed by the USA. China is at significant source
for industrial minerals and semi-refined products, while Canada is significant only for metallic minerals.
Imports from Australia are insignificant as are those from Japan. Therefore, in terms of sourcing of mineral
supply, the economic significance of the G4 to the EU is limited. For bulk materials, shipping costs can often
prove to be an inhabiting factor; for example iron ore shipments from Latin America to the EU are more cost
efficient than from Australia, because of shipping costs.

1 http://www.metalbulletin.com/events/download.ashx/document/speaker/8450/a0lD000000X0j5aMAB/Presentation
2 https://www.oma.on.ca/en/multimedialibrary/resources/NickelintheEuropeanUnionPDF.pdf
3 file:///Users/masumafarooki/Downloads/ILZS G%20Market%200utlook%20April%202018.pdf
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Figure 1 Source of EU imports of minerals & metals by value, by major partners (2017)

Latin America & Caribbean Australia

*does not reflect total EU imports of minerals & metals; rest of the world & intra-EU trade is not included
Source: MineHutte Consulting calculations based on WITS Trade Data, accessed August 2018

The full list of minerals and metals covered under this report is provided in Annex 1. Steel statics are not
included in the mineral trade and production data in this report. The dynamics and size of the steel sector are
different from those of most other base and industrial minerals, and would require a different discussion.
Within STRADE limitations this was not possible; therefore steel is not discussed in this report.

1.1 Global Economic and Political Engagement

While this report focuses on mineral ores and concentrates and refers to refined metals where required, it is
i mportant to understand the context of the EU&s engage
economy.

As advanced and industrialised countries, in 2017, the EU, G4 and China collectively account for 77% of
global exports and 70% of global GDP*. The USA remains the largest single economy accounting for 24% of
the global GDP, the EU collectively accounts for 21%, followed by China at 15%. Japan (6%), Australia (2%)
and Canada (2%) remain significant players in the global economy.

According to the World Economic Outlook®, growth projections for Japan, the euro area and the UK have
been revised downwards for 2018 and 2019. Rising oil prices and trade tensions will continue to create
uneven prospects for these economies over the next two years at least.

As O6economic superpower sb, the engagement bet ween the
financial flows as well as the movement of physical goods and services. They are also the major markets for

4 World Development Indicators accessed July 2018.
52 July 2018 update
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each otherés manufactured and agricultural p rregidnalc t s . F
offices and production sites in others. Global foreign investment flows and transactions are largely between
this group of countries.

Given the significance of these larger economic and trade ties, the physical flows of minerals are less
significant on their own, relative to engagements on other issues (for example on automobiles between the
EU and Japan, on agricultural goods between the EU and Australia, on forestry products between the EU
and Canada). However, since none of the countries/regions has vertically integrated supply chains and
because there is considerable specialization for instance in steel production, raw materials trade is more
important and more sensitive to disturbances than would be expected at first glance. The raw materials
engagement is therefore part of a larger trade and investment agenda.

This economic and financial inter-dependency suggests thattheeconomi ¢ 6col |l ective good
important, and the recent spate of tariff wars, initiated by the USA, has put this collective good at risk. At a

time where the growth rate in the euro area economies is projected to decline from 2.4% in 2017 to 2.2% in

2018 and 1.9% in 2019°%, with the challenges faced internally by the EU (Brexit, immigration, increased
emergence of far-r i ght pol i ti cal parties and nationalism) the i
central to all economies. These concerns are not unique to the EU, many are shared with Australia, Canada,

China and Japan and to some extent the USA. However, the political discourse in addressing these issues

has been different in each region.

Previous STRADE reports focused on the raw material engagement between the EU and resource rich
developing countries ( ), as well as the engagements between the non-EU industrial countries
and resource rich developing countries ( ). This report addresses the third side of the triangle;
EU and industrial country engagements. The major difference between EU engagement with resource-rich
developing countries and the industrial countries is the balance of economic power i illustrated by the level
of trade and investment with the latter regions as compared to the former. The EU, G4 and China act as both
source of raw materials as well as export market destinations.

The report looks at three sets of factors; first the level and nature of mineral flows between the EU and
Australia, Canada, Japan and the USA (G4), China and the Russian Federation’. Second, it considers the
rules and regulations governing these flows, including the possible impacts of recent trade agreements, as
well as the wider implications of recent trade tariffs on steel®, imposed by the USA on Canada, China and the
EU.

I n contrast to other STRADE publ i cat i on srichdevblopioghand ook a
emerging countries, this report focuses more on the investment and trade dynamics of the engagement,

rather than sustainability issues. The G4, as is shown in later chapters, share (mostly) the common principles

and international best practice standards for mining activity and are participants on a number of international

platforms where these issues are addressed. The report therefore focuses on the issues faced in bi-lateral
engagements rather than multilateral relations®.

6 IMF World Economic Outlook (2 July 2018)

7 During engagements with EU stakeholders, Russia was mentioned as an important raw material exporter to the EU.
While Russia was not included in the original terms of reference for this project, this report does briefly address the
EU-Russia raw material engagement.

8 STRADE focuses on raw mineral

9 Issues relating to multilateral relations will be covered in forthcoming STRADE policy brief on new paths of raw
materials cooperation.


http://stradeproject.eu/fileadmin/user_upload/pdf/STRADE_Rpt_D3-03_EU-RawMat_May2017_FINAL.pdf
http://stradeproject.eu/fileadmin/user_upload/pdf/STRADE_Report_01_2018_Third_Country_Approaches_Min_Dev_Res_Rich.pdf
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1.2 RMI and European Priorities

The EUOGs raw mat er i aRawp/eitriple lyitiatoveu(RMI)iwasesdt oud ip 2008h largely as a
response to the extraordinary increase in global metal prices in the 2003-2008 period. The initiative focused
on three pillars to secure raw materials supply 7 (i) fair and sustainable supply of raw materials from global
markets; (ii) Sustainable supply of raw materials from within the EU and; (iii) Resource efficiency and supply
of secondary raw materials through recycling.

As the concepts of fair and sustainability have further devel oped in the mini
engagement with resource-rich third countries has also evolved, the RMI is evolving. Its revision is expected

in the near term and its alignment st r2015¢019. dhedater wi t h
are much wider and encapsulate industrial, employment and trade policies as well as addressing a larger

number of sectors.

Figure 2 EU Raw materials strategy in the context of wider EC priorities

Commission priorities 2015-2019

Raw Materials Initiative =
EU Policy

1. Jobs, growth & investment
- Circular economy & green growth
3. Energy Union
- transition to a low-carbon economy
(renewabl es, electrici
4. Internal Market
- unlock the full potential of the single market
- arenewed EU industrial policy strategy
6. Trade policy to harness globalisation
- economic diplomacy
-raw materials chapters in FTAs
9. A stronger global actor
- international cooperation & development

EIP on Raw Materials

Strategic Implementation
Plan

V CRM list

V H2020 Funding

Source: Milan Grohol (DG Grow) presentation at Cluster event for ongoing Horizon 2020 funded projects i EASME (5,
June 2018, Brussels)

The future engagement on raw materials is expected to take part of its directions from the Industrial Policy
Strategy (see Figure 2). Access to secure and sustainable raw materials supply is linked to the expected
trajectory of the EU economies over the next few decades. This includes raw materials that will support a
low-carbon economy and domestic raw material production needs to be aligned with EU industrial value

11


https://ec.europa.eu/growth/sectors/raw-materials/policy-strategy_en
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chains®. For example, the EU Battery Alliance wil/l have
Materials |list, which in turn can influence the priori
focusing on sources of supply for these materials. Access to other materials, such as copper and nickel,

which are not |isted on the EU&6s Critical Raw Material

(an electric car requires three times the copper as a normal car) also needs to be assured.

Secondary to the direct contribution to the industrial strategy, raw materials engagements (internal &
external) must also consider job creation, with a particular emphasis on creating the skill and the knowledge
within the younger generation to support the sector in the future. While the employment directly generated by
the EU mining sector may be relatively low to other industries, it leads to secondary employment in ancillary
industries (such as equipment and services), and external engagements can create investment opportunities
abroad and hence support employment in home countries.

While this report focuses on the mineral flows and engagements between the EU, G4 and China, it is
important to remember these engagements are part of the wider economic changes and pressures facing
the EU, G4 and China. Also, there are many multilateral forums for raw material engagement where the EU
and industrial countries will work together with developing and emerging countries. This report only focuses
on the bi-lateral engagement, while multilateral cooperation is discussed in the final report for the STRADE
project.

C STRADE finds that the raw material engagement between the EU and industrial countries forms a small
part of their larger economic and trade relations and therefore must be considered as part of the wider
economic engagement between these more economically balanced countries.

10 EC 1 DG Grow presentation at Cluster event for ongoing Horizon 2020 funded projects i EASME (5, June 2018,
Brussels)
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2. EU Engagement with Australia

There are several on-going dialogues between the EU and Australia, which cover diverse issues such as
foreign policy, security, counter-t er r or i sm ef f orts, mi gration and the e
with the EU is driven by three major concerns; Firstly, is the unpredictability brought to the global economy
by the current USA administration. Second is to avoid over-dependence on the Chinese economy i nearly
70% of Australian exports of metallic minerals concentrates and 71% of industrial minerals went to China in
2017. Athird,non-economi ¢ factor is Australiabds defence ties wi

In 2017, Australia accounted for 0.7% of EU imports and 1.8% of EU exports, with an EU trade surplus of

621.6 billion. Austr al i anagecxlpral prodsictst(notabty tviae), Bnd theacowtryma i nl vy
is the "Eddge®0O trading partner. The EU is Australiads
export destination and the largest source of foreign investment in 2017. Therefore, the trade and investment

ties between the two regions are of great significance to both Australia and the EU.

2.1 Mineral Trade Profile

In 2017, the EU exports of minerals and metals to Australia were valued at US$292 million, accounting for

0.2% of the pbUGss timt atlhiesx category. The share of Aust
concentrates, refined metals and industrial minerals is almost insignificant®?. Australiads share
imports of minerals and metals is 1% (US$2 billion). Australian ores and concentrates account for 1.5% of alll

EU imports in this category, while the share of Australia in refined metals and for industrial metals is less

than 1% for each of these categories.

Top Mineral Products (EU Trade): Refined metals (aluminium, copper and silver/platinum) account for the

top EU products exported to Australia, while copper and zinc ores & concentrates account for two of the top

five products EU imports from Australia. The smaller metals (molybdenum, niobium, tantalum, titanium and

zirconium) together account for US$217 million in EU imports from Australia, in 2017.

Table 1 Australia's share in EU mineral trade (2017)

alue & are of catego DO 0 A alla DO 0 A alla
Category US$Mn. Share in category US$Mn. Share in category
Ores & concentrates 51 0.1% 1,002 1.5%
Metals (refined) 223 0.2% 880 0.8%
Industrial Minerals 17 0.2% 86 0.8%
Total Minerals & Metals 292 0.2% 1,968 1.0%

op expo 0 A alla op DO 0 A alla

Product Value (US$Mn.) | Product Value (US$Mn)
Aluminium (refined) 73 | Lead (refined) 456
Copper (refined) 61 | Copper ores/concentrates 292
Monument/building stone 41 | Zinc ores/concentrates 255
Silver/platinum etc (refined) 34 | Silver/platinum etc (refined) 221
Non-ferrous metal scrap/waste 19 | Moly/Niobium//tantalum/titanium/zirconium ore/con 217

Source: MineHutte Consulting, trade date calculations based on WITS Trade Data, accessed August 2018

11 Please see Annex 1 for details of minerals & metals covered.

13
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The EU applies a 0% tariff on the imports of ores and concentrates from Australia. For semi-refined and
refined metals, the tariff rate varies. For example, for refined lead the tariff rate is 2.50%. For copper mattes
(requiring simple refinement) the tariff rate is 0%, however for copper wire the tariff rate increases to 4.7%.

Australian exports of minerals and metals to the EU were reported at US$1.3 billion, in 20172, 8.8% of
Australian global exports of refined metals and 4.4% of its industrial mineral global exports were destined for
the EU. 2% of all Australian imports of minerals and metals originated from the EU Member States, with 14%
of its refined metal imports and 7% of its industrial mineral imports were from the EU. The significance of the
EU as a trade partner for ores and concentrates remains limited for Australia.

Top Mineral Products (Australian Trade). Refined lead was the largest Australian export to the EU,
followed by zinc ores and concentrates, refined silver/platinum and ores and concentrate of other precious
metals. Exports of non-ferrous metal scrap and waste also make it into the top 5 product category in 2017.
Australia mainly imported refined metals from the EU (Aluminium, cooper, silver/platinum and nickel).

Table 2EU's shareinAustr al i adrade (@01W)er a l

Category US$Mn. Share in category US$Mn. Share in category
Ores & concentrates 584 0.9% 35 4%
Metals (refined) 668 8.8% 273 14%
Industrial Minerals 53 4.4% 18 7%
Total Minerals & Metals 1,305 1.8% 1,305 2%
Product Value (US$Mn.) Product Value (US$Mn)
Lead (refined) 384  Aluminium (refined) 135
Zinc ores/concentrates 242 Copper (refined) 67
Silver/platinum (refined) 228 Monument/building stone 46
Precious metal ore/conc. 185 Silver/platinum (refined) 26
Base metal scrap/waste 56 Nickel (refined) 18

Source: MineHutte Consulting, trade date calculations based on WITS Trade Data, accessed August 2018

Australian Mining Companies. Australia is host to some of the largest mining companies in the world
(Figure 3), operating in Australia and abroad, with a considerable presence in Africa. Australian companies
include some of the largest mining companies in the world; BHP, Rio Tinto (dual listed in the UK and
Australia), Newcrest Mining and Fortescue Metals. The total revenue for Australian mining companies (listed)
is near US$178 billion in 2017. US$49 million (less than 0.3%) of this revenue was generated by Australian
operations in the EU member states.

Within the EU, Australian headquartered companies can be mainly found in the gold and silver mineral
sector, with most of their projects still at different stages of exploration. Australian projects (operating) were
identified in Finland, France, Italy, Slovakia, Sweden and the UK (See Figure 3).

12 While the reported value of EU imports from Australia and Australian exports to the EU should mirror each other,
differences arise for a number of reasons. The first can be attributed to the recording of value; imports include a CIF
(Cost Insurance Freight) cost, but exports reflect a FOB (Free on Board) value. Other differences may arise due to
reporting practices.
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In terms of EU companies operating in Australia, Anglo American, headquartered in the UK, and one of the
largest global mining companies has some operations in Australia. Other EU based mining companies in
Australia are relatively small operations and include Deutsche Rohstoff (Germany i gold/silver), ECR
Minerals (UK - gold), Sibelco (Belgium 1 Titanium/Zirconium/Iron ore/Kaolin), Imerys Group (France 1
Vermiculite/Kaolin/Talc) and International Power (UK i Coal). The presence of EU based mining companies
in Australia and vice versa is small.

Figure 3 Australian mining operations; global & EU (2017)

Au st r aGlobal Miseral Projects & Operations ‘
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Mines & advanced projects
Country Company Primary Commodity
Finland Dragon Mining Gold
France Apollo Minerals Tungsten
Italy Alta Zinc lead/Zinc
Slovakia European Cobalt Multiple
Sweden Berkut Minerals Copper/cobalt
Dragon Mining Gold
United Kingdom Scotgold Resources Gold
Wolf Minerals Tin & Tungsten

Source: MineHutte Consulting, Project/Company information based on Mining Intelligence data
2.2 Bi-lateral Engagements

2.2.1 EU-Australia Free Trade Agreement

In June 2018, the EU officially launched negotiations with the Australian government for a

While still at a very early stage, the negotiations are expected to be consistent with the
objectives of the Treaty on European Union, that addresses access to raw materials for the Member States.
Metals has been identified as one of the sectors likely to gain from these negotiations?s.

The proposal specific to the FTA on Energy and Raw Materials® includes a number of principles that will
govern both the trade relations in raw materials between the two countries as well as aspects of mineral
production. Here we outline the proposals relevant to mineral production.

Price. Monopoly pricing will not be permitted and the principle of non-discriminatory pricing of minerals for
imports and exports between the two regions will be adopted. This is standard text for any free trade
agreement. When the FTA is implemented, each country will use the lowest price it charges any customer,
i.e. in addition to tariff barriers being removed, the EU buyers will not face higher prices than other countries.
The agreement would therefore guarantee EU and Australian consumers of the most competitive market
price for mineral and metallic imports.

Environmental Impact Assessment. It is required of both parties to ensure an Environmental Impact
Assessment (EIA) for a raw materials project is conducted, before the authorisation to start such a project is
granted. further specifies the issues that need to be addressed within the EIA as significant
impacts of the project on:

1 Population and human health

1 Biodiversity

1 Land, soil, water, air and climate

1 Cultural heritage and landscape, including the expected effects from major accidents.

Community and stakeholder consultations, including comments on the EIA are required. These documents
are to be made available to the public.
Cooperation on Standards, Technical Regulations and Conformity Assessments. The proposed treaty

includes cooperation between the regulators/standardisation authorities in both regions on energy efficiency
and sustainable renewable energy, with the aim of convergence of standards in these fields. Development of

13 http://trade.ec.europa.eu/doclib/docs/2018/june/tradoc_156941.pdf
14 http://trade.ec.europa.eu/doclib/docs/2018/july/tradoc_157188.pdf


http://trade.ec.europa.eu/doclib/press/index.cfm?id=1865
http://trade.ec.europa.eu/doclib/press/index.cfm?id=1865
http://trade.ec.europa.eu/doclib/docs/2018/july/tradoc_157188.pdf
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new common standards, joint research to facilitate tests and measurements of efficiency and appropriate
common labelling of equipment is also proposed.

Apart from the emphasis on energy efficiency and renewable energy throughout the document, the proposal
also encourages research and development and innovation in the raw materials sectors.

Cooperation in third countries. The proposal, apart from EU-Australia cooperation, also looks at promoting
joint efforts in addressing issues in third countries that can support the reduction or elimination of trade and
investment distorting measures in third countries affecting energy and raw materials ( ). This
includes efforts on the following:

1 Coordination at international forums where trade & investment issues related to the raw materials
sector arise
1 Promote CSR activities, in line with international best practice guidelines such as the OECD
Guidelines for Multinational Enterprises and Due Diligence Guidelines.
1 Promote responsible sourcing and mining globally, with the aim of maximising the contribution from
the mining sector to third countries, to fulfil the Sustainable Development Goals.
1 Promote international high standards of safety and environment protection for offshore oil, gas and
mining operations.
While the FTA negotiations are at a very early stage, two of the four issues highlighted above are as
expected in a trade negotiation. The first deals with non-discriminatory pricing, which is the main aim of an
FTA, including the removal of any tariff barriers on mineral and metal. The second is the emphasis on
cooperation and coordination on energy efficiency and sustainable renewable energy production. Again, as a
growing area of common i nt er eisnéntssrnhe ParihAecord, inclusibnrofytilisr e gi o n
clause is to be expected.

The other two issues are of more interest to STRADE,
international best practices by both regions. First, is the commitment to have convergence on Environmental

Impact Assessments. Specifying this in regulations governing trade, both parties are attempting to ensure

similar best practice standards are being followed.

At this time, both regions have fairly stringent EIA regulations in place®. The aim of including these in the
proposed treaty would be to acknowledge the common approach to environmental impact and mitigation
efforts. More likely is the continued efforts by the EU to link all its upcoming trade agreements with
environmental issues?.

The second is the emphasis on joint cooperation and promotion in third countries. These are likely to be
achieved through two means; direct ODA support to third countries and through the operations of
EU/Australian based private sector firms (exploration and mining companies etc) in third countries.

The mention of the OECD guidelines within the draft documents, also points to what international best
practice standards are to be considered. There is formal acknowledgment of supporting responsible sourcing
and mining practices in third countries.

15 In Australia, the mining sector is largely governed by the legislation and regulations of each state. Domestic production
and extraction activity are subject to stringent Environmen
companies registered on the Australian Stock Exchange are required to include reporting based on
and recommendations issued by the ASX governance council. Further, the
large number of Majors and Medium mining companies involved in production activity will also observe voluntary codes
of conduct and best practices. Australia has laws that specifically address its aboriginal population where mining activity
and land access are concerned.
16 http://governanceinnovation.org/wordpress/wp-content/uploads/2015/11/PB_Postnikov_final.pdf

17


http://trade.ec.europa.eu/doclib/docs/2018/july/tradoc_157188.pdf
https://www.asx.com.au/documents/asx-compliance/cgc-principles-and-recommendations-3rd-edn.pdf
https://www.asx.com.au/documents/asx-compliance/cgc-principles-and-recommendations-3rd-edn.pdf
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While both the EU and Australia individually support such activities in third countries, the inclusion in the FTA
suggests the formalisation of these principles as common goals. While both regions have informally worked
together in Asia and Africa (through joint funding for government support projects), should this Article form
part of the final agreement, the official acknowledgment of the principles will lead to more focused financial
and other assistance by the two regions in the future.

2.2.2 Other bi-lateral platforms

As Table 1 indicated, the level of trade between the EU and Australia in the minerals sector is fairly limited.
At this time, STRADE was unable to identify an active EU-Australia platform on raw materials. The EU-
Australian Partnership Framework (2008) facilitates trade in industrial products and apart from collaboration
to promote and protect human rights, makes no particular mention of the mineral sector.

The EU-Australia Leadership Forum launched in 2016, is a wider diplomatic platform to encourage greater
cooperation between the EU and Australia. While the past events covered by the forum (senior leaders,
emerging leaders and sector policy workshops) have not addressed the raw materials sector, it may be worth
considering at future events. In both the EU and Australia, there is considerable controversy around
migration. In both regions, some have argued that to provide economic opportunities within developing
countries could be a means of addressing this issue. Employment opportunities through investment in the
raw materials sector are an area of mutual interest that could be discussed at this forum.

The low trade volume between EU and Australia is hampered by the geographical distance between the two
regions and this should not be seen as an indication of low mutual benefits from raw materials engagement.
With Australian companies operating in both exploration and production in a number of global regions, they
contribute to the global supply of minerals that indirectly find their way to the EU. Australia is a strong
potential partner for the EU, through its operations in third countries.

C STRADE finds that while the trade of raw materials is limited between the EU and Australia, it appears to
be of greater interest to Australia to diversify its export markets away from China, relative to the EU to
diversify its source of imports. The negotiations on the EU-Australia trade agreement are in their infancy, but
the inclusion of EIA standards is a promising indication of harmonising standards between the two regions.
Finally, while direct Australian investment in the EU mining sector appears to be limited in the past, it has
shown signs of increased interest in recent years.



http://www.eeas.europa.eu/archives/docs/australia/docs/australia_pfw_2008_en.pdf
http://www.eeas.europa.eu/archives/docs/australia/docs/australia_pfw_2008_en.pdf
https://www.europeaustraliaforum.eu/
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3. EU Engagement with Canada

The EU-Canadian partnership can be traced back to 1976, when the European Economic Community and
Canada concluded a Framework Commercial and Economic Agreement, with the EU opening its third
overseas diplomatic mission in Ottawa. Common democratic values, responsibility in defending human
rights, a strong commitment to multilateralism and rules-based international order and free trade are some of
the factors behind the EU-Canada relationship. The Annual Report 2018 on the state of the EU-Canada
relationship offers more details on specific and general issues that the two regions are collectively
addressing.

In 2017, Canada accounted for 1.7% of EU imports and 2.0% of EU exports, with the EU having a trade
surplus of 06.3 billion. Nearly 45% of Canadi an
followed by ores and metals (19%) and then agricultural goods (16%). The largest Canadian imports from
the EU were also in manufactured products (64%), followed by chemicals (19%) and then agricultural
products (9%)*".

3.1 Mineral Trade Profile

In 2017, EUG6s e orpndusttiat mirterals viaa valaedl at US$26 million, ores and concentrates
at US$308 million and refined metals at US$424 million. However, as a share of EU mineral and metals
exports, Canada accounts only for 0.5%'. EU imported US$23 million worth of industrial minerals and
US$595 million refined metals from Canada. The largest category of imports was ore and concentrates,
valued at US$3.5 billion. Canada accounted for 2.

Table 3 Canada's share in EU mineral trade (2017)

A e & ale O altego PO 0, alnada DO 0, anada
Category UssMmn. Share in category UsSs$Mn. Share in category
Ores & concentrates 308 0.6% 3,541 5.3%
Metals (refined) 424 0.4% 595 0.5%
Industrial Minerals 26 0.3% 23 0.2%

Total Minerals & Metals 759 0.5% 4,159 2204

OpP exXpo 0, alada 0]0, DO O dllada
Product Value (US$Mn.) | Product Value (US$Mn)
Non-ferrous base metal waste 170 | Iron ore/concentrates 1,509
Aluminium 132 | Copper ores/concentrates 640
Silver/platinum etc (refined) 125 | Nickel ores/concs/etc 363
Copper (refined) 99 | Nickel (refined) 339
Nickel ores/concs/etc 85 | Mo/nbl/v/tal/ti/zr ore/con 162

Source: MineHutte Consulting, trade date calculations based on WITS Trade Data, accessed August 2018

Top Mineral Products (EU Trade). The top five EU exports to Canada include non-ferrous base metal
waste and scrap (US$170 million), followed by aluminium, silver/platinum (refined), refined copper and nickel
ores and concentrates. The top five EU imports from Canada include iron ore & concentrates (US$1.5

17 All data from WITS, accessed August 2018.
18 Please see Annex 1 for details of minerals & metals covered.
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billion), copper ores/concentrates, nickel ores/concentrate, refined nicked and a variety of alloy metal
concentrates including molybdenum, niobium, zirconium etc.

13.6% of Canadian global exports of minerals and metals were destined for the EU in 2017. Of the total ores
and concentrates Canada exported, 27 % wminesls and metals e

were from the EU, with 11% of Canadados® refined metal s

Top Mineral Products (Canadian Trade). The top Canadian exports to the EU were in iron ore and
concentrates, copper and ore/concentrates and refined nickel and non-ferrous waste materials. The largest
imports by Canada for the EU were for silver/platinum, aluminium, refined copper, nickel ores/concentrates
and monument/building stones

Table 4 EU's share in Canada's mineral trade (2017)

Canadabds expor Canadads i mport

Category US$Mn. Share in category US$Mn. Share in category
Ores & concentrates 3,216 27 4% 169 30
Metals (refined) 612 3.9% 595 11%
Industrial Minerals 19 2 1% 40 50

Total Minerals & Metals 3,847 13.6% 3,850 14%

Top 5 Canada exports to EU Top 5 Canada imports from EU

Product Value (US$Mn.) Product Value (US$Mn)
Iron ore/concentrates 1,680 Silver/platinum etc 239
Copper ores/concentrates 667 Aluminium 163
Nickel ores/concs/etc 469 Copper (refined) 115
Nickel (refined) 353 Nickel ores/concs/etc 52
Non-ferrous base metal waste 264 Monument/building stone 51

Source: MineHutte Consulting, trade date calculations based on WITS Trade Data, accessed August 2018

Canadian Mining Companies. Canadian mining companies are found to be heavily clustered in North and
South America, with some notable African and Asian presence (Figure 4). Excluding phosphate and tar sand
producers, Barrick Gold, Suncor Energy, Teck Resources, Kinros Gold and First Quantum are some of the
largest Canadian mining companies. The total revenue for Canadian mining and exploration companies is
estimated at US$64 billion in 2017.

Between 2005 and 2016, Canadian foreign direct investment in mining in the EU has grown at an annual
rate of 8%, reaching C$14.6 billion in 2016%°. There are 53 exploration projects (early stage) being
undertaken by Canadian companies in the EU, mostly in Finland, Ireland, Sweden and Spain. Of more
advanced exploration projects and active mines, Canadian companies are mostly involved in gold and
copper/gold projects, with Finland, Sweden and Spain being the most active countries. The presence of
Canadian mining companies in the EU is quite material.

19 Any discrepancy between EU imports from Canada and Canadian exports to the EU is due to CFI/FOB differences in
export and import data reporting.

XSeeAmbdel EU-Canada Miner al | rfor moret detailedtinfofmation on Canadian investments in the
EU.



http://eu-canada-mif.com/sites/default/files/EU-Canada%20MIF%20Workshop%202%20%28November%2015%202017%29_FINAL_0.pdf
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Figure 4 Canada's mining operations; global & EU (2017)
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Mines & Advanced Stage Projects
Country Company Commodity
Bulgaria Dundee Precious Metals Gold
Finland Agnico Eagle Gold
FireFox Gold Gold
First Quantum Minerals Copper
Finland Nordic Gold Gold
Rupert Resources Gold
Greece Eldorado Gold Copper/Gold/Zinc
Portugal Almonty Industries Tungsten
Avrupa Minerals Copper
Lundin Mining Zinc
United Kingdom Galantas Gold Gold
Strongbow Exploration Tin
Spain Almonty Industries Tungsten
First Quantum Minerals Copper
Intercontinental Gold and Metals Antimony
Orvana Minerals Gold
Sweden Boreal Metals Gold/Silver/Copper
EMX Royalty gold/Copper
Leading Edge Materials Graphite
Lundin Mining Zinc
Mandalay Resources Gold

Source: MineHutte Consulting, Project/Company information based on Mining Intelligence data

Responsible mining practices (domestic). In Canada, provincial regulations and legislation will govern
mining activity, with only a few issues, such as Environmental Regulations and the rights of the First Nations,
are governed by federal law. Apart from stringent government/provincial regulations on environmental and
community engagement, industry standards are also strong in Canadian provinces. This includes the

o imakliatlilvel fgom the Mining Ass@uwmairaet i

(2005) do not require social and environmental disclosure.
3.2 Bi-lateral Engagements

3.2.1 The Canadian-European Comprehensive Economic and Trade Agreement

The ) includes increased market
access for metallic minerals. CETA provisionally came into force in September 2017 and full application will
commence when each EU Member State ratifies the deal. The first meeting on Raw Materials is scheduled
forNovember2018. CETAO6s main impacts?®are summarised as

1. Commitment to reduce tariffs and increase market access.

21 Summarised from Horizon 2020 funded EU-Canada Mining Investment Facility project

on

f ol

o


http://mining.ca/towards-sustainable-mining
https://www.tsx.com/resource/en/75
https://www.tsx.com/resource/en/75
http://ec.europa.eu/trade/policy/in-focus/ceta/
http://eu-canada-mif.com/sites/default/files/CETA%20and%20the%20NEEI%20-%20Benefits%20and%20Opportunities_1.pdf
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There will be a reduction/removal of tariff trade barriers on trade of raw materials, equipment and machinery
used in mining and more secure and predictable access in mining related services markets. This should
effectively reduce costs and increase efficiency in securing appropriate services for both parties.

2. Commitment to remove non-tariff barriers to trade.

Focuses on reducing non-tariff barriers should assist in increased transparency and lower costs of
compliance with regulations and certification requirements. Importantly it provides for enhanced intellectual
property rights and protection of such rights.

3. Commitment to enhanced cooperation in raw materials.

Bilateral dialogue on raw material issues of mutual interest, largely related to market access for raw materials
and related services, investments and non-tariff barriers to trade for raw materials. Areas of cooperation
could include??:
1 market access for raw material goods and related services and investments and to avoid non-tariff
barriers to trade for raw materials
1 exchange of information on best practices and around regulatory policy in areas relevant to raw
materials
1 corporate social responsibility
1 cooperation in relevant global fora.

CETA has not been fully applied at this time and its main function is to be a trade and investment agreement
addressing a number of sectors, of which raw materials is just one. Under Chapter 25 (Bilateral Dialogues &
Cooperation) CETA specifically addresses the raw materials sector ( ). The expected issues that
focus on free trade are covered, including measures to avoid non-tariff barriers to market access for raw
materials and related services. Exchange of best practices and regulations on raw materials is encouraged
and the support for CSR, with the OECD Guidelines for Multinationals, Due Diligence for Responsible Supply
Chains of Minerals, mentioned as international best practice.

Compared to the current proposal for the EU-Australian FTA, CETA delegates this discussion to bilateral

dialogue on raw material and they do not form part of the main regulations governing the FTA. There are no

specifics addressing common standards governing the extraction of minerals in each jurisdiction.
Additionally, cooperation in approaches to third countries is limited to vague language on cooperation

ffacilitate, asappropr i at e, consultation on the Parties'’ position
specifications of what the objectives of such cooperation will look like.

The expected benefits for Canada, from CETA, include the elimination of remaining customs regulations on
certain raw materials, such as aluminium, zinc, uranium and iron ore?. Canada also holds lithium and cobalt
resources, which is an essential raw material for the EU electric car batteries sector?*. Customs regulations
can include double testing of products and compliance with EU standards for imports from Canada. With
simplified border procedures, particularly where automated border processes can be implemented, is
expected to increase the trade in the coming years.

Note customs regulations are not the same as elimination of tariffs on these materials, which is a separate
issue. Most processed minerals and metals are included under manufactured exports and face some level of
tariffs when entering the EU. Before CETA, these could be as high as 10%. After CETA, all Canadian
metals and minerals are expected to have duty-free and quote-free access to the EU (see Table 5).

2 (2018, pgll)
2Unl ocking CETA6s Potential (October, 2016) Roland Berger
24 See STRADE on Battery Materials
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Table 5 EU tariff elimination under CETA

Product Pre-CETA tariff Under CETA
Aluminium and aluminium products Up to 10% 0%
Nickel and nickel products Up to 3.3% 0%
Copper and copper products Up to 5.2% 0%
Lead and lead products Up to 5.0% 0%
Zinc and zinc products Up to 5.0% 0%
Other non-ferrous metals (including tungsten, tin, titanium, Up to 9.0% 0%
zirconium and cobalt)

Other mineral products (including sulphur, magnesia, lime) Up to 3.0% 0%

Source: Global Affairs Canada (2016)

The ratification of CETA would allow European end-users of metals to invest in the Canadian mining sector,
allowing them long term access and security of supply for these emerging minerals. In return, the Canadian
mining sector will benefit from increased investments from the EU. Under CETA, the movement of labour is
also expected to become easier, thus allowing

mining expertise to flow in both directions. Table 6 Potential investor risk & discretionary
For the EU and its Member States, decisionmaking
repercussions from CETA on the Member Jurisdiction Level of Risk* ‘

States in granting mining licences is more

Greece
relevant. U n d einvestméng proections of Spain
fair and equitable tre Swed
Article of CE T A donzestid weden el
regul at ory rehiirenentp | fiom e  France
Member States, it allows Canadian Germany
companies? to challenge the denial of mining Romania
licences, if they can show unnecessary state Serbia Very High
discretion was used by regulators, when the Ireland
licence was denied (CIEL, 2018)25.
Poland )
This does not mean that Member States are Portugal Extremely High
reqwred to chang'e their mining |IC€I’?S€ * provides a measure of a ju
regimes. However, it does allow a Canadian based on (a) the importance of various government decisions
) . . discretion associated with those decisions and (c) the number
court) the denial of a mining licence based on of state actors involved in the decision making.

the CETAZ. .
Source: MineHutte Annual Report (2018

There are provisions under CETA to ensure that oOletter
material business links that have been set up to take advantage of CETA provisions, will not be able to use these
provisions.

26 https://www.ciel.org/wp-content/uploads/2018/03/CIEL_CETA-mining_March2018.pdf

2”Thel nvest ment Court System (61 CSd) proposed under CETA
negotiation process and there were a number of protests against it in the EU Member States. In 2016, the local
Parliament of Wallonia (Belgium) initially vetoed the agreement, because of the proposed court. The ICS was effectively
meant to replace the investor-state dispute settlement (ISDS) in the 8 existing bilateral investment agreements between
EU Member States and Canada. The EU insists that the new ICS will limit the grounds on which an investor can
challenge a State and will also prevent public bodies from being forced to change legislation and pay damages (See
CETA explained for more details). The ICS will only be put into practice when all Member States have finished national

box


http://www.international.gc.ca/trade-commerce/assets/pdfs/agreements-accords/ceta-metals-mining-2016-eng.pdf
https://uk.practicallaw.thomsonreuters.com/0-624-6147?transitionType=Default&contextData=(sc.Default)&firstPage=true&comp=pluk&bhcp=1
http://ec.europa.eu/trade/policy/in-focus/ceta/ceta-explained/index_en.htm
https://minehutte.com/product/minehuttes-annual-report-2018/
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According to MineHutteds r egulManiberrStatesrmag lbe atariskadf gushi s ,
challenges, given the level of discretion in decision making allowed in their mining codes and regulations
(See Table 6). This does not suggest that all Member State governments are likely to be taken to the ICS
under CETA. Investors may choose to use domestic courts, while others may accept the denial of their
applications.

CIEL (2018) highlights the case for the Canadian mining company Eldorado Gold Corp, which has acquired
numerous mining projects in Greece (Greece has as yet not ratified CETA). Under Greek mining laws and

regulations, environmental standards

are 6approvedd und Box 2: Ten of forty identified EU-Canada NEEI strategic

the competent authority. These platforms for consideration

include terminol ogq 1. Co-ordinate stakeholder dialogue, including government
Oproportionated an and industry, on sharing policy and regulatory best
are not considered  objective practices between Canada, the EU, and its Member States.
measures. Other terminology in the | 2. Proactively participate and engage on land access
Greek mining legislation refers to initiatives in the EU, including long-term land use plans
Oproper economic 3. Facilitate a coordinated joint knowledge base across
oreod, w In iisendt araodpjective geological surveys

measure. These terms would be in | 4. Pursue policy to incentivise research to improve the
conflict with CETA (Article 12.3.2), knowledge of mineral endowment

which requires a clear, transparent | 5. Rai se pol itical support and
and objective regulations to be for mining

applied and not 0| 6. Advise companies on how to engage with local
authority. Under CETA, Eldorado communities, Aboriginals, and other stakeholders

which is currently challenging the | 7. Facilitate sharing of best practices in social licence across
Greek government in court on a Canada, the EU, and Member States

number of permitting decisions, will | 8. Promote EU-Canada collaboration in developing green
be able to challenge the denial based mining initiatives and technology

on the argument that the Greek | 9. Provide a point of reference for any entity seeking to do
authorities are using discretion rather business or invest in the NEEI in Canada and the EU; help
than objective regulations. Therefore, companies navigate local markets

the argument t hat | 10. Facilitate partnerships between EU and Canadian Mining
beyond what is necessary and are Services & Supply companies to drive forward the
therefore not as development and application of sustainable mining
becomes grounds for legal action. technologies and practices

The Horizon 2020 Feasibility Study Source: Feasibility Study for an EU-Canada Mineral Investment
for EU-Canada Mineral Facility, Workshop 2
Cooperation, commission by the EU,

takes a more detailed look at

ratification of CETA. Until a case is advanced to this court, STRADE is unable to comment further on how this work in

practice.
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increasing mining sector related investments between the two regions. The publications of the project can be

found here®®, f or furt her reference. I n summary, the projectd
mining sector investments need to be improved, referring to regulatory framework conditions in Canada and

the EU, social licence and exploration industry conditions. In addition, connecting and supporting companies

to enter and navigate new markets is also highlighted. Box 2 shares some of the areas identified for
collaboration in the Non-Energy Extractive Industries (NEEI) shared by the project in the November 2017

workshop. Given that the project has conducted a more detailed assessment of the EU-Canada raw material
engagement, STRADE does not go into greater detail on the same subject.

C STRADE finds that the EU6s share of mdresandeohcentrategor t s f
category; Canada in return imports refined metal from the EU. The Investment Court System, which will

come into practice after the national ratification of CETA by all Member States, may have unintended

consequences to the mineral regimes of certain Member States. Under the rules, where discretionary

government decision making has occurred, CETA enables Canadian companies to challenge such licensing

decisions. It remains to be seen how these cases would work in practice. For other areas of collaboration,

STRADE defers to the Horizon 2020 project which is focused on this topic.

28 http://eu-canada-mif.com/?g=publications
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4. EU Engagement with China

STRADE conducted a workshop on , With
Chinese stakeholders in Beijing in 2017. Two Policy Br
and Chinab6s mineral sector and fdulisnedBdightof tidis wlrkshop and ni t i a't
participation by the STRADE team in the in Tianjin (2017). The
STRADE team has extensively written on r€tdsonantassetheol e i n

major findings from previous publications.

China is the EU's second | ar ge st trading partner and an important
investments, as the EU offers a stable and legally secure environment for Chinese investors. Gi ven Chi nab
increasing economic, political and military presence in the world, it becomes a strategic partner for the EU.

Under the 0 Eaadu b the
fundamental premise of promoting democracy, the rule of law, human rights and the respect for the

principles of the UN Charter and international law, remain the building blocks of the EU approach to China?®,

The Chinese perceptions of the EU, pre-2 0 1 5, were very positive. China vi e
global power and an example of regional political and economic integrations (Chan and Pieke, 2018) .

However, in more recent surveys Chan and Pieke (2018) note there have been a shift in Chinese policy
perspective on the strength of the EU which is now se
crisis, the refugee crisis, Brexit and the appearance of far-right political movements in Europe.

Gwven the recent instability in the gl obal economy, prio
of trade tariffs, for which China has been a primary target, the threat to continued Chinese GDP growth has
emerged. This was evidenced by the , principally linked to the possible

slowdown in growth in China as a result of the trade war.

With continued disruptions expected from the USA administration, for both the Chinese and the EU, the
prospect of working together to create stability is an attractive one for both parties. Therefore, while the EU
and China engagement on human rights, democracy and industrial Intellectual Property matters will continue
to progress, the common interest of securing the global economy may play a more positive role for fostering
cooperation.

In 2017, China accounted for 20.2% of EU imports and 10.5% of EUexports, wi t h an EU trade d
billion. The EU mainly imports manufactured goods fro
imports from the EU are also in manufactures (74%) followed by Chemicals (11%) and Agricultural goods

(8%).

4.1 Mineral Trade Profile

The total EU exports of minerals and metals to China were valued at US$9.6 billion in 2017, accounting for

6.2% of all EU exports in this product category. Ores and concentrates (including waste) accounted for US$5

billion, followed by refinedmet al s (US$3.9 billion). The EUG6s imports
metals category (US$2.7 billion) however this accounts for just 2.5% of total EU imports of refined metals.

4.6% of EU imports of industrial minerals originated from China. Of the total EU minerals and metals imports,

6% originated from China in 201731,

29 For more details, please see
%0 Chang, V.K.L. & Pieke, F.N. Asia Eur J (2018). https://doi.org/10.1007/s10308-017-0499-9
31 Please see Annex 1 for details of minerals & metals covered.
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http://eeas.europa.eu/archives/docs/china/docs/joint_communication_to_the_european_parliament_and_the_council_-_elements_for_a_new_eu_strategy_on_china.pdf
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Top Mineral Products (EU Trade). The top five EU exports to China by product include non-ferrous base
metal waste and scrap, followed by refined copper, copper ores/concentrates, stone, sand and gravel and
silver/platinum (refined).

The top five EU imports from China were in aluminium, monument/building stones, refined copper and
refined nickel. Other crude minerals refer to chalk, barium, steatite, borates, oil shale, tar sands, vermiculite,
perlite, chlorites.

Table 7 China's share in EU mineral trade (2017)

alue & are of catego DO 0 a PO 0 2
Category ussMmn. Share in category USs$Mn. Share in category
Ores & concentrates 4,970 10.4% 203 0.3%
Metals (refined) 3,891 4.0% 2,746 2.5%
Industrial Minerals 705 7.4% 517 4.6%

Total Minerals & Metals 9,566 6.2% 3,466 1.8%

Top 5 EU exports to China Top 5 EU Imports from China ‘
Product Value (US$Mn.) | Product Value (US$Mn)
Non-ferrous base metal waste 2,590 | Aluminium 1,165
Copper (refined) 2,413 | Monument/building stone 633
Copper ores/concentrates 1,154 | Copper (refined) 494
Stone/sand/gravel 607 | Other crude minerals 377
Silver/platinum etc (refined) 530 | Nickel (refined) 91

Source: MineHutte Consulting, trade date calculations based on WITS Trade Data, accessed August 2018

The EU accounts for 11.8% of Chinaés exports in minera
15% of Chinese industrial mineral exports are destined for the EU, 4% of its ores and concentrates and 12%
of its refined metals exports go to the EU.

12% of Chinads gl obal mi ner al and metals imports are ¢
Chinads refined metals imports, 10% of its industrial
imports originate from the EU.

Top Mineral Products (Chinese Trade). The top five exports from China to the EU are aluminium,
monument building stones, refined copper, alloy metals (tungsten, molybdenum, tantalum, manganese) and
other crude materials. The top five product imports from the EU are refined copper, non-ferrous base metals
waste, copper ores and concentrates, refined zinc and stones/sand/gravel.
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Table 8 EU's share in China's mineral trade (2017)

Chi nexpats to EU Chi nimpats from EU

Category US$Mn. Share in category US$Mn. Share in category
Ores & concentrates 39 4.1% 4,366 306
Metals (refined) 2,735 11.7% 4,356 10%
Industrial Minerals 440 14.6% 662 10%
Total Minerals & Metals 3,215 11.8% 3,215 12%
Top5Chi nexpmststoEU Top5Chi nimpats from EU
Product Value (US$Mn.) Product Value (US$Mn)
Aluminium 1,347 Copper (refined) 2,771
Monument/building stone 772 Non-ferrous base metal waste 2,507
Copper (refined) 512 Copper ores/concentrates 1,169
Tungsten/molyb/tant/magn 460 Zinc (refined) 542
Other crude minerals 366 Stone/sand/gravel 428

Source: MineHutte Consulting, trade date calculations based on WITS Trade Data, accessed August 2018

Chinese Mining Companies. From the information available on Chinese mining companies, most tend to
have operations based within China. Their external presence is the largest (by number of projects) in Africa,
followed by Australia and Latin America and then Canada. In the latter three regions it should be noted these
projects tend to be as joint ventures with other, non-Chinese firms, rather than as 100% ownership. In the
case of the EU, two operating projects were identified, one in Finland and the other in Ireland. There were no
examples of Chinese ownership in exploration projects, which is in line with global trends, where the
presence of Chinese operators in global exploration is minimal.

Figure 5 China's mining operations; global & EU (2017)

Chinese Global Mineral Projects & Operations
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Projects/Mine

Country Company Commodity
Finland China Molybdenum Cobalt
Ireland Shenzhen Zhongjin Lingnan Nonfemet Lead, Zinc

Source: MineHutte Consulting, Project/Company information based on Mining Intelligence data

*Note, there are likely to be more companies operating in China than indiciated here, given the limitations on accessing
data on the domestic Chinese mineral sector

4.1.1 Chinaand the EU: Competitive and complementary roles

Chinads share of global consumption of minerals and me
and ferrous metal s. However, asCISITRADESI Pod dlcys Bati @if
indicated, China is entering a stable period of metal usage, and for most minerals its usage is

now expected to be stable. Only for certain metals, such as lithium, uranium, cobalt and rare earths is this

usage expected to continue increasing. This places Chi
are both competing to access supply from bcontinbeatb bemar ket
the major determinant of global minerals supply and price levels in the near to mid-term future. Therefore, it

is seen by some as a competitor to the EU mineral supply needs.

However, China is also pursuing international investments in mining operations, therefore responsible for
new supply being brought on line. This report cannot deliver a full analysis on the level of Chinese
investment contribution to the current supply levels for individual minerals at this time. We can offer a
summary analysis: as long as demand from the Chinese economy supports mineral prices, a healthy supply
pipeline in the mining sector will exist. Were global metal prices to fall over a medium period, this would
impact the investment decision to build or extend new mines.

Therefore, while China acts as a competitor to the EU in terms of global use of minerals, it is also
responsible for ensuring that investment in mining continues.

4.1.2 EU conflict mineral legislation, responsible mining & China

Chinads ialnrireng adiitiesohave had a bad reputation in the past. However, the sweeping
judgement that Chinese mining companies do not care about local social and environmental issues, is no
longer valid. There are an increasing number of Chinese foreign mines which are managed similarly or even
better than mines by the Western companies. Cooperation with EU member states and international
institutions in the field of responsible mining guidelines already takes place. Supply chain management and
responsible sourcing implementation are also in their early stages. Within a short time, span, China created,
in cooperation with the OECD, ,
which have even a broader scope than the OECD due diligence guidance.

Along the supply chains of conflict minerals and cobalt, some Chinese companies have already established
supply chain management schemes due to requirements from Western customers and their need to comply
with the Dodd-Frank Act or the EU conflict minerals regulation. The current cooperation of China, e.g., with
Germany and the UK, needs to be continued. Since the trade streams are globally interconnected,
international and multilateral cooperation plays a key role.

The launch of , initiated by China, and the recently launched Global Battery

Alliance are examples for new cooperation schemes. Both initiatives have international members from the
West and East, with members from both downstream and upstream industry. China has shown its


http://stradeproject.eu/fileadmin/user_upload/pdf/STRADE_PB_02-2018_One_Belt_One_Road.pdf
http://stradeproject.eu/fileadmin/user_upload/pdf/STRADE_PB_02-2018_One_Belt_One_Road.pdf
http://www.oecd.org/corporate/mne/mining.htm
http://www.cccmc.org.cn/docs/2016-11/20161121141502674021.pdf
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preparedness to act for responsible supply chain management and has become an important partner in

some international dialogues. It is essential to continue this dialogue despite big challenges such as

language barriers, different economic and political systems, different transparency approaches, lack of
information and cultural differences. This also includes i f r om t he E U6 ssufficierd ®hinese n t
commitments for transparency, environmental and social sustainability and co-ownership within the Belt &

Road I nitiative. Nevertheless, Europe s ho utdasformatien. under
A strong political will provided, Chinese companies can undergo significant changes in a fairly short period of

time and put social and environmental topics high on the agenda, as recently shown by S

efforts towards responsible cobalt sourcing.

4.1.3 Electronic batteries i lithium and cobalt

STRADBds use in automotive batteries explores challenges for battery
production and related raw-material sourcing in more detail. Here, we note that China can be considered a
competitor to the EU in seeking cobalt and lithium to manufacture car batteries. The EU battery alliance
initiative, launched in 2016, to counter the dominance of China, South Korea and Japan in battery cell
(Lithium-ion) manufacturing, seeks to fund research and development to ensure EUs supply security. In this
area, again, China is both a competitor and yet plays a complementary role. For example, in July 2018,
Chinabds Contemporary Amper e xtwdulde hbuiihgitg first hradactiom siteio u n c e d
Europe, in Germany and will be supplying lithium-ion batteries to BMW. The discussion on electronic
batteries is part of the larger investment, industry and trade dialogue between China and the EU. STRADE is
unable to provide specific recommendations within this field, and therefore only highlights this is an important
area which can either be used for cooperation or confrontation between the two economic powers.

4.1.4 Chinese domestic mining operations & international best practice

China has the least developed national standards for mining activity within the G5 and is only starting to gain
traction on environmental regulations. There are no clear indications of it addressing the community
engagement issues that emerge with extractive activity. Nonetheless, in early 2018, China was in the
process of drafting national standards for mining as well as implementing the green mining initiative®? in
2017. While its standards lag behind the other four countries and the EU, it is (gradually) moving towards
acknowledging the same principles for responsible mining as the others®.

STRADE Policy Brief ( ) highlighted the change in Chi nad s approach towards
environmental regulations and the start of its efforts towards better environmental management of its
domestic mining and metals sector.

In addition, the Chinese government towards the end of 2017 and start of 2018, opened internal
consultations on establishing national standards for its mining sector, and expects these to be finalised in
2018%. STRADE is unable to comment further on specific areas within these proposed national standards as
these have not been finalised at this time and the text remains unavailable to the research team.

Another recent initiative is Green Mining, which has been developed by internally by the Chinese. This area
can, in the future, grow to be a subject of knowledge-sharing and international cooperation between the EU
and China, if and when China allows for more international engagement with its domestic mining sector.
Exploring international recognition of the Chinese Green Mining Standard would be an important topic for the

32 English translation of New Chinese Green Mine Standards is available at the STRADE site
33 Please see STRADE on Chinads approach towards responsible
34 These standards are available in the Chinese language only at this time.
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EU-China as well as multilateral dialogue. General cooperation in innovation, research and development (on

academic as well as private sector level), especially on environmental issues in mining, including water and

resource and energy efficiency, as well as life cycleappr oac he s, could compl ement t|
with China.

4.1.5 Chinese mining operations in third countries

In the early 2000s, Chinese companies (mining and others) began to establish operations in third countries,

including many African countries. Given the countries/companies limited experience with foreign direct

investment in the past, the companies faced a number of challenges in operating abroad. From the level of

governance to engagement with local cultures and communities, Chinese companies were forced to face a

steep learning curve. STRADEG6s forthcoming Policy Bri.
provides a more detailed discussion on this, with regards to Latin America. The wide-spread international

and domestic criticism of their operations was also an unwelcome surprise to many Chinese operators. After

a decade of international operations, Chinese companies are now more aware of the skill set they require in

operating abroad, particularly in the natural resource sector. One area where they are actively seeking

assistance is in social and environmental engagements.

Currently, EU Member State agencies such as GIZ (Germany) and Dfid (UK) are working with Chinese
companies in developing countries to better align operations to the development context. This is an area

where future cooperation with other EU Member States and EU itself could prove beneficial. Increased
compliance with international best practice standards
supply chain of raw materials for the EU and contributes to the development agenda of resource-rich
developing countries.

Belt & Road Initiative BRI)®. The BRI was | aunched in 2013 and is unde
international engagement, with different sectors, from infrastructure to telecommunication projects, falling

under the initiative. Metals and mining investments under the BRI are not always clear, due to the open-

ended nature of the initiative. There have been Chinese investments in the EU, for steel and aluminium

projects, in 2014, 2016 and 2017 in EU Member States, although they tend to be small investments
compared to those made in SSA and South America. As |
more regular routes between China and Europe, with regular train services rising from just one in 2011 to 65

in 2017. The route runs from Chongging in China to Duisburg in Germany®¢. The route is mainly used for

trade purposes.

Under the Bel't & Road, Chi nads e n gichgevelopingt andweimerding a num
countries is growing, including investments in the mining sector. Some of these countries are also raw

material exporters to the EU as well as exporting ores and concentrates to China, which then make their way

into the EU as semi-refined and refined goods. The trilateral nature of this trade in raw materials will become
increasingly important, particularly from a responsible sourcing viewpoint for EU based industries.

Responsible Investments®. In 2017, the China Banking Regulatory Commission (CBRC) outlined the need
for Chinese banks to establish a sustainable financial protection system with controllable risk that serves the

35 See STRADE Policy Brief 2/2018 fon a more Idetailed discussiof.

36 https://uk.reuters.com/article/uk-china-europe-silkroad-insight/in-europes-east-a-border-town-strains-under-chinas-silk-
road-train-boom-idUKKBN1JM36M

87 See STRADE Policy Brief 03/2018 forl @more eetajled discussion.
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