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I NTRODUCTI ON

1. The third session of the Intergovernmental G oup of Experts on Tungsten
was held at the Palais des Nations, Geneva, from7 to 8 Novenber 1994. 1In the
course of the session, the Intergovernmental G oup of Experts held two plenary
neeti ngs.

Qoeni ng_st at enent

2. The O ficer in Charge of the Commodities Division of UNCTAD noted that the
Group's purpose was to provide a forum for representatives of CGovernnents and
i ndustry in both producing and consunming countries and thus foster interaction
and consultation. The nmain task before the G oup would be to reviewthe current
mar ket situation and focus on ways to i nprove narket transparency and strengthen
cooperation. Fundanental structural changes had occurred over the | ast 10 nont hs
inthe tungsten industry with inplications for stability and security of supply.
The tungsten market seened to be emerging froma situation of low prices in the
1980s and early 1990s to one of high prices. The reasons had to be ascertai ned
as well as whether the rise would be short-lived or whether it narked a
fundanental long-termshift. Mght it, for instance, |lead to the reopening of
nm nes that had been closed down for some 15 years? China renained by far the
worl d's | argest supplier of tungsten and so the absence of a representative from
that country at the session was particularly felt. The Russian Federati on was
energing as a supplier of tungsten material in the international market that
m ght seriously rival China in future, according to sonme analysts and so an
under st andi ng of essential aspects of the Russian tungsten industry, as well as
of that of Kazakhstan, would offer valuable insights, given the size of their
tungsten resources. As the market was increasingly price-driven, future
devel opnents woul d greatly depend on prices and differentials between prices of
concentrates and internediate products. During the first 10 nonths of 1994,
ammoni um par atungstate prices rose by 181 per cent in the United States and by
123 per cent in Western Europe. Over the sanme period concentrates prices rose
by just 51 per cent but were still largely unremunerative for nobst producing
countries. Mne production had fallen to Il ess than 9 per cent for the devel opi ng
countries and under 18 per cent for the devel oping countries in conparison to
the I evel of the early 1980s.

3. He concluded by stressing the inportance of reliable and accurate
statistics for market transparency and urged nenber countries to provide factua
data so that the secretariat would not need to depend so nuch on esti nmates.
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Chapter |
EXAM NATI ONS OF STATI STI CS AND REVI EW OF THE CURRENT MARKET
SI TUATI ON AND MEDI UM AND LONG TERM OQUTLOOK
(Agenda item 3)
4, For its consideration of this item the Intergovernnental G oup of Experts

had before it the foll owi ng docunentati on:

"Revi ew of the current nmarket situation and nedi umand | ong-termoutl ook -
Report by the UNCTAD secretariat" (TD/ B/ CN. 1/ TUNGSTEN 10);

"Tungsten statistics - UNCTAD Annual Bulletin"
(TD/ B/ C. 1/ TUNGSTEN STAT/L. 61); and

"Tungsten statistics" (UNCTAD DVS/ M sc. 10).

5. Regardi ng the exami nation of statistics, a representative of the UNCTAD
secretariat introduced TD/ B/ C 1/ TUNGSTEN STAT/L.61. He also called attention
to a conplenmentary quarterly bulletin which contained data that the secretari at
had received after the annual bulletin had been issued (UNCTAD DVS/ M sc. 10).
The Group was invited to exani ne, update, revise and strengthen the statistics
provided by the secretariat. These statistics cane mainly from four sources:
replies received fromGovernnments in response to the secretariat questionnaire;
of ficial and national publications; publications of international organizations
such as the United Nations databank and the International Tungsten I|ndustry
Associ ation; and periodicals specialized in mnerals and netals. Wen such
statistics were not available fromthese sources, an attenpt was nmade to find
accurate estimates but these varied greatly fromcountry to country.

6. During 1994, the secretariat had receivedrepliestoits questionnaire from
18 countries anong a total nenbership of 29 countries. He thus urged those
countries which had not yet been able to transnit their replies still to do so.

Inthis regard, he noted that despite the shortcom ngs regardi ng sonme esti mates,
the secretariat statistics represented the only continuous series avail able
internationally covering tungsten since the early 1960s.

7. A great change had occurred in trade in tungsten. There had been a
phenomenal structural shift in trade volunmes away fromores and concentrates into
i nternedi ate tungsten products. The need for product statistics for nmarket
transparency woul d continue to growin inportance as the structural shift in the
tungsten industry becane nore pronounced. He urged all nenber Covernnents to
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pay as nuch attention as possible to the statistics on products when they filled
in the secretariat questionnaire.

8. For the reviewof the current nmarket situation and the medi umand | ong-term
outl ook, he called attention to TD/ B/ CN. 1/ TUNGSTEN 10. The world tungsten mar ket
had experienced a sharp junp in prices since the begi nning of 1994 conpared with
the low prices of 1992 and 1993. However, the tungsten industry was far from
showi ng conplete recovery. Very few of the closed-down mines, which had been
victins of harsh price conditions of the previous years, had reopened. Demand
for tungsten had still to gather strength in nmany najor consuning countries

The recent shift in market conditions for tungsten in 1994 was |largely owing to
the higher performance of the world econony. The inproved world econonic
conditions had led to higher consunption in many tungsten-consumi ng sectors,
i ncludi ng the autonotive i ndustry; neverthel ess, sone weakness persisted in the
m ni ng and construction industries. As a result of poor demand between 1989 and
1993, world nmine production had fallen drastically. The fall had been nost
serious in the market-econony countries. 1n 1993, production | evels in devel oped
mar ket econony countries and devel opi ng countries were, respectively, |less than
9 per cent and 20 per cent of the levels at the beginning of the 1980s, which
nmeant that, respectively, nore than 90 per cent and 80 per cent of the mne
capacities in these two groups of countries were either closed or idle. Mjor
tungst en- produci ng provinces in China had al so been affected by mine closure.
In Jiangxi Province, the Pangushan, Dajishan and Xi huashan, anong the | argest
mnes in China, were reported to have been closed down recently. Al tungsten
m nes i n Guangdong Provi nce, including the Shanhu nmine, were al so reported cl osed
down. The drastic cutbacks in nine production has reduced the abundant supply
of material, which characterized the tungsten market in 1991-1993. It has al so
led to drawdowns in stocks

9. As regards international trade, tungsten material was increasingly
converted into intermediate products, currently anmounting to 20,000 to 25, 000
nmetric tons, conpared to less than 3,300 netric tons in ores and concentrates.
He noted the reversal in the market situation which until recently had wi tnessed
conpetitive offers of such products. The tap of abundant supply had apparently
been turned off in 1994, resulting in a sharp rise in prices for intermediate
products. AmoDni umparatungstate prices junped by 181 per cent i n Wstern Europe
and 123 per cent in the United States in 1994. This price for internediate
tungsten products had i nfluenced concentrate prices although the i ncrease in the
latter was much nore nodest, anounting to 51 per cent over the sane period

Despite the increase, concentrates prices renmained by and large too
unremunerative to induce a reopeni ng of cl osed-down m nes.
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10. He then drew attention to the analysis of recent price trends presented
in the secretariat report. Tungsten prices had conpleted a full cycle between
1960 and 1993. The next phase would probably be a period when the tungsten
mar ket mght enter a nore pernanent phase of rising prices. The report also
exam ned the relationship between amonium paratungstate (APT) prices and
concentrate prices. For nost of the period 1992-1993, APT had been virtually

avai l able at concentrate prices. |In contrast, the recent large hikes in APT
prices had created an entirely different situation, resulting in a substanti al
prem um above conversion costs. It renained to be seen whether the large price

differential would be sufficient to attract some owners to consi der the reopening
of conversion plants.

11. In conclusion, he observed that tungsten was finishing 1994 | ess norose
than in previous years. The probl emof abundant supply was di sappearing. If the
recovery of the world econony further strengthened, as recent forecasts
predicted, the nmarket outl ook woul d see the consol i dati on of recent inprovenents.
However, with mne production at its | owest | evel in many years, the market coul d
face serious instability ahead, especially in the event of sharp increases in
worl d tungsten demand before stability was reached.

12. The representative of the United States of Anerica stated that total
donesti c tungsten consunpti on was expected to be 8,400 netric tons in 1994, an
i ncrease of 18 per cent over the 1993 level. This was still below the |evel of
previous recoveries. Demand for cenented carbi de end-use products had been
particularly strong in the first half of 1994 as conpared to the previous year

whil e demand in nmost ot her end-use sectors had renmined constant. In the first
hal f of 1994, the quantity of United States inports of tungsten ores and
concentrates had declined by 35 per cent over the |level of 1993. Bolivia and
Peru had been t he nmai n sources, but Russia had supplied approxi nately 25 per cent
of the total, whereas it had exported no material to the United States in the
previous year. Inports of tungsten oxide from Russia had also increased
significantly to alnost half of the total inports, while China had supplied the
bal ance. Continued, al beit nodest, econom c growh in 1995 woul d probably rai se
United States demand for tungsten, but the inplications in terns of donestic
production levels for primary and internedi ate tungsten products were uncl ear

13. The representative of Japan stated that domestic production of tungsten
netal had declined in 1993 owing to the econonic sl owdown and to the rel ocation
outsi de the country of autonobile and househol d el ectric nmachinery industries.
Japan's inports of tungsten ore had fallen by 35 per cent, to 459 netric tons,
originating mainly fromPortugal and China; the country's inports of amoni um
paratungstate had decreased by 1.6 per cent to 3,491 netric tons, comng
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basically from China. Nevert hel ess, the demand for tungsten nmetal and for
cenented carbi de had shown a slight increase in 1993, with the latter reaching
the record |l evel of 3,491 netric tons. However, Japanese industries were faced
with increased requirenents for new materials, which were hard and difficult to
cut and drill. In order to neet the ensuing demand for high-speed and high-
precision tools, the country was undertaking research and devel opnent for
tungsten-free nmanufacturing.

14. M. Peter K. Johnson, Director of Marketing and Public Relations of the
Met al Powder |ndustries Federation, made a presentation on the thenme "United
States tungsten demand grows in the face of a shrinking raw materials base".
He said that tungsten concentrate shipped frommnmines in the United States had
cone to a halt in 1986, according to the U S. Bureau of Mnes statistics. During
the 1970s and early 1980s, there were approxi mately four nines operating in the
United States: in the states of Nevada, California and Col orado. Today,
Stratcor's Pine Creek Mne in California renained the only m ne capabl e of being
put into production within a reasonable period of tine (six nmonths and a
significant investnent). This mine had about 8 to 10 years of proven reserves.
On a historical note, during the m d-1950s there had been as many as 740 tungsten
nm nes operating in the United States. For raw naterial needs, United States
producers of tungsten products nust rely on scrap and inports of 7,000 netric
tons of tungsten (concentrate, APT, tungsten oxide and ferrotungsten) from
countries such as China, Peru, Bolivia and Russi a.

15. The United States Defense National Stockpile contained an inventory |eve
of 82,312,516 pounds of tungsten. The official stockpile goal for the neta
remai ned at 70, 900, 000 pounds. The Fiscal Year 1995 Annual Materials Plan,
rel eased in Septenber 1994 by the Defense National Stockpile Center, contained
no disposal authority to sell any tungsten fromthe stockpile. Nor was there
real pressure to sell tungsten fromthe stockpile, at |east through fiscal year
1996.

16. Tungsten demand is expected to be 25 to 30 per cent higher in 1994 than
in 1993 and up possibly another 10 to 15 per cent in 1995. China continued to
provide the bulk of tungsten supply to the United States. Alnost all narket
econony countries mnes had been cl osed because of the glut of materials on the
market in recent years. The concern over adequate supplies of tungsten to neet
rising demand was a comon thread running through the entire United States
i ndustry and its major custoners.

17. Turning to devel opnents in various sectors of the United States tungsten
i ndustry, there were two conpanies supplying amonium paratungstate (APT).
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Anot her APT producer had tenporarily closedits plant. Approxinately 90 per cent
of the APT consuned in the United States was reduced to tungsten netal powder,
of which approximtely 65 per cent was converted to tungsten carbi de powder.
Si x conpani es produced tungsten and tungsten carbi de powders. United States
consunption of concentrates and inports of APT, oxide and ferrotungsten were
expected to reach an estimated 8,000 netric tons in 1994, about 20 to 25 per cent
hi gher than in 1993. Qutput of products made fromtungsten woul d probably reach
10,000 netric tons. The tungsten carbi de market dom nated the tungsten busi ness
inthe United States, accounting for 60-65 per cent of the total market. This
mar ket, through the early part of the twenty-first century, was expected to grow
between 2 and 4.5 per cent annually. Some experts believed that the | ong-term
trend in netal cutting was down because the United States industrial base was
changi ng and new nateri als such as cernets and ceram cs were sl ow y chi ppi ng anay
at the tungsten carbide business. Mreover, new inproved coating systens for
tungsten carbi de had obviously extended the life of cutting tools, dimnishing
demand for replacenment products. However, there were also new applications

Overall the tungsten carbi de busi ness was very strong and should remain so into
1995. As the United States economny continued to grow, 1994 coul d be the best year
for the country's auto industry since 1988, with car and truck sal es projected
above 15.5 million units. The tungsten heavy all oy business was down to about

five competitors in the United States. It faced a shrinking market owing to
cut backs in defence business and severe overseas conpetition for aircraft
applications such as counterweights. The oil drilling business was quiet, with

the latest United States oil rig count in the 835 range.

18. A potential new market for tungsten heavy netal and pure tungsten netal
coul d be as a replacenment for lead in nunitions and sporting goods applications.
Typi cal potential applications included fishing weights, nedical x-ray covers
and sporting arnms amunition. Environnental pressures were forcing conpanies
to seek other higher density materials to replace |ead. El ectrical and
el ectroni c applications, such as coating of conmputer chips, integrated circuits
and heat sinks were other new uses. There appeared to be growing interest in
metal injection nolding (MM for snmall but highly conplex tungsten carbide
cutting tools and wear parts. M Mwas al so a growi ng sector within the powder
netal lurgy industry which utilized fine netal powders, typically less than 20
mcrometers, internmixed with thernopl astics, waxes and other ingredients. In
contrast to conventional powder netallurgy, these polyneric binder materials
m ght conprise as much as 40 per cent by volune of the mixture. Wien the
resulting feedstock is granulated it is fedinto a conventional injection nolding
machi ne. Fol | owi ng bi nder renoval, parts are sintered in either atnosphere or
vacuum chanbers, usually in excess of 1260 degrees Celsius. Conplex parts of
up to 100 grams were commonly produced. The technol ogy was grow ng worl dw de
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and had a bright future. Another devel opment was the production of nanoscal e
tungsten carbide powder with an average particle size distribution of 0.2
m crometers. The smal | er powder grains i nmparted a nuch harder quality, increasing
cutting-tool life by two to seven tines.

19. In conclusion, he said that the tungsten industry in the United States had
experi enced a turbul ent peri od of peaks and val | eys and cor porate consol i dati ons.
The industry faced challenges for the future, but it was hoped that tungsten
woul d continue to play a vital role in a growi ng national econony.
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Chapter 11

CONSI DERATI ON OF PRQIECT PROPCSALS BY GOVERNVENTS AND | NDUSTRY WHI CH
COULD BE SUBM TTED FOR PGSSI BLE FI NANCI NG UNDER THE SECOND ACCOUNT
OF THE COWON FUND FOR COVMMODI TI ES, | NCLUDI NG CONSI DERATI ON OF OTHER
WAYS, MEANS AND MEASURES TO | MPROVE THE FUNCTI ONI NG AND STABI LI TY OF
THE TUNGSTEN MARKET THROUGH STRENGTHENED | NTERNATI ONAL COOPERATI ON
BETWEEN GOVERNMVENTS AND | NDUSTRI ES OF PRODUCI NG AND CONSUM NG COUNTRI ES
(Agenda item 4)

20. No project proposals were subnmitted under this item
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Chapter 111
ORGANI ZATI ONAL MATTERS
A.  Opening of the session
21. The third session of the Intergovernnmental G oup of Experts on Tungsten

was opened on 7 Novenber 1994 by the Chairman of the second session.

B. Election of officers

(Agenda item 1)

22. At its 1st neeting, on 7 Novenber 1994, the Intergovernnental G oup of
Experts re-elected M. E Obegoso (Spain) as its Chairman and elected
M. V. Skliarov (Russian Federation) as its Vice-Chairmn-cum Rapporteur.

C. Adoption of the agenda
(Agenda item 2)

23. At the same neeting, the Intergovernmental G oup of Experts adopted its
provi si onal agenda (TD/ B/ CN. 1/ TUNGSTEN 9) as fol | ows:

1. El ection of officers

2. Adoption of the agenda

3. Exami nation of statistics and reviewof the current market situation

and nedi um and | ong-term outl ook

4, Consi der ati on of project proposals by Governnents and i ndustry which
could be submtted for possible financing under the Second Account
of the Common Fund for Conmmodities, including consideration of other
ways, neans and measures to inprove the functioning and stability
of the tungsten narket through strengthened international
cooperati on between Covernnents and industries of producing and
consum ng countries

5. Provi si onal agenda for the fourth session of the Intergovernnental
Group of Experts on Tungsten

6. O her busi ness

7. Adoption of the report of the Intergovernmental G oup of Experts to

the Standing Committee on Commoditi es.
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D. Provisional agenda for the fourth session of the G oup

(Agenda item 5)

[ To be conpl et ed]

E. Qher business
(Agenda item 6)

No points were rai sed under this agenda itemin the course of the session.

F. Menbership and attendance

For the nenbership and attendance |ist, see annex ....

G Adoption of the report of the Intergovernnental G oup of Experts

to the Standing Commttee on Commodities
(Agenda item 7)

[ To be conpl et ed]



