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What’s the secret behind the eternal youth of Lady Liberty standing tall in New York for

over a century?

The same dynamic element that has been used by humans for over 10,000 years: copper.

The French knew copper would be the ideal element for the Statue of Liberty’s outer

layer—being lightweight, rustproof, and strong but easy to shape—when they crafted it as

a gift to the U.S. in 1886.

Today, copper is considered the bellwether for the global economy. It is used

extensively in electronic devices, electricity delivery and storage, transportation,

communication and manufacturing.

Many of its industrial applications are geared for exciting long-term growth, which

makes copper immensely promising as a thematic investment opportunity.

Let’s look at a few of those applications.

Copper Is Driving the Electric Vehicle Revolution

Copper is prevalent in three key areas of electric mobility: energy storage, charging

infrastructure and vehicle production.

According to the International Copper Study Group (ICSG), electric vehicles (EVs) use

approximately four times more copper than cars with internal combustion engines.1 Wood

Mackenzie expects global EV sales to rise from 5% of all vehicle sales today to 50% by

2040.2 

This technological revolution is thus expected to invigorate the demand for copper.

Copper demand in EVs could increase by a multiple of four within the next seven years

(see figure 1 below).

Figure 1: Copper Demand From Electric Vehicles is Poised for Growth
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Copper Is Powering Smart Cities

Smart cities are employing new information technology solutions to solve urban problems

of housing, transportation, energy and governance.

Examples of smart city applications include the deployment of smart traffic lights that

use predictive analytics to improve traffic flow; smart buildings to improve energy

efficiency, safety and security; and the development of 5G Internet connectivity to

promote the Internet of Things economy—a state in which multiple smart devices are

interconnected.

From smart grids to air conditioning systems, and EV charging infrastructure to 5G

optical fibers, copper’s demand is expected to grow to enable the development and

efficient running of smart cities (see figure 2).

Figure 2: Smart Cities are Expected to Demand Increasing Amounts of Copper

Copper Is Electrifying the Shift Toward Renewable Energy

Copper’s strong conductivity makes it an indispensable component of renewable energy

power generation systems such as solar, wind and hydro generators to achieve optimum

efficiency in power generation and transmission. It helps reduce carbon dioxide

emissions and lowers the amount of energy needed to produce electricity.

According to the International Energy Agency (IEA), the world will add nearly 200

Gigawatts (GW) of renewable electricity capacity in 2021, up from just over 50 GW of new

renewable electricity capacity added in 2007.3 For the expected growth in the renewable

energy market to gather charge (see figure 3), greater quantities of copper will be

required.

Figure 3: Global Renewable Energy Market is Expected to Continue Growing
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Doing it All Sustainably

When it comes to sustainability, there are two questions to ask: is there enough copper

on earth to meet the growing demand, and is the use of copper good for the environment?

The answer to both questions is a resounding yes.

According to ICA, the world has, on average, had 40 years of copper reserves since the

1950s.4 The U.S. Geological Survey of 2019 estimates global copper reserves at 830

million tonnes, copper resources in excess of five billion tonnes and annual copper

usage at around 28 million tonnes. Copper can also be recycled repeatedly without losing

its physical properties. Around one-third of all copper used today is recycled.

Markets Are Recognizing Copper’s Potential

Copper has been leading the way among industrial metals since the recovery in cyclical

assets gathered pace in March 2020. This is partly attributable to COVID-19-related

supply disruption from key mining countries like Chile causing the supply deficit to

widen in the first half of this year (according to ICSG). But it is also because

industrial metals with long-term prospects benefit from cyclical as well as structural

tailwinds.

WisdomTree recently re-weighted our WisdomTree Enhanced Commodity Strategy Fund (GCC) to

include a structural over-weight to copper and industrial metals more broadly.

These positions are motivated by our view of the importance of this megatrend rise in ba

ttery metals.

 

 

 

 

1https://www.copper.org/publications/pub_list/pdf/A6191-ElectricVehicles-Factsheet.pdf

2https://www.woodmac.com/our-expertise/capabilities/electric-vehicles/

3https://www.iea.org/reports/renewables-2020/renewable-electricity-2#abstract, as of

November 2020.

4https://copperalliance.org/about-copper/long-term-availability/, International Copper

Alliance (ICA), as of 2020.

Important Risks Related to this Article
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Prior to 12/21/20, the ticker symbol “GCC” was used for an exchange-traded commodity

pool trading under a different name and strategy.

There are risks associated with investing, including the possible loss of principal. An

investment in this Fund is speculative, involves a substantial degree of risk, and

should not constitute an investor’s entire portfolio. One of the risks associated with

the Fund is the complexity of the different factors which contribute to the Fund’s

performance. These factors include use of commodity futures contracts. Derivatives can

be volatile and may be less liquid than other securities and more sensitive to the

effects of varied economic conditions. The value of the shares of the Fund relates

directly to the value of the futures contracts and other assets held by the Fund and any

fluctuation in the value of these assets could adversely affect an investment in the

Fund’s shares. Please read the Fund’s prospectus for specific details regarding the

Fund’s risk profile.

GCC will not be invested in physical commodities. Futures may be affected by

backwardation and contango. Backwardation: A market condition in which a future’s price

is lower in the distant delivery months than in the near delivery months. As a result,

the Fund may benefit because it would be selling more expensive contracts and buying

less expensive ones on an ongoing basis. Contango: A condition in which distant delivery

prices for futures exceeds spot prices, often due to costs of storing and inuring the

underlying commodity. Opposite of backwardation. As a result, the Fund’s total return

may be lower than might otherwise be the case because it would be selling less expensive

contracts and buying more expensive ones.

Commodities and futures are generally volatile and are not suitable for all investors.

Investments in commodities may be affected by overall market movements, changes in

interest rates and other factors such as weather, disease, embargoes and international

economic and political developments.

References to specific securities and their issuers are for illustrative purposes only

and are not intended to be, and should not be interpreted as, recommendations to

purchase or sell such securities.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

Related Blogs

+ Nickel’s Role in Electrifying Cars

+ Dusting Off the Inflation Playbook

+ Why We’re Bullish on Commodities in 2021

Related Funds

+ WisdomTree Interest Rate Hedged U.S. Aggregate Bond Fund

+ WisdomTree Interest Rate Hedged High Yield Bond Fund

+ WisdomTree Floating Rate Treasury Fund

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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