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[bookmark: bookmark1]EXECUTIVE SUMMARY

THE GLOBAL GRAPHITE MARKET
Global demand for graphite has expanded 52% in the last five years and is expected to grow another 70% over the next five years. This demand growth has largely been driven by increased demand for    lithium-ion batteries (LiBs), driven by electric vehicle production. Demand for anode material—the
form of graphite used in LiBs— is projected to almost triple in the next five years.
China currently dominates the global graphite market, and, barring concerted action, it will continue
to do so. According to forecasts by Benchmark Mineral Intelligence, China supplied 72% of all
graphite in 2023 and is projected to supply 65% of all graphite in 2028,. China accounts for an even
larger share of the market for the high-purity graphite anode material used in batteries. In 2023, China controlled 92% of this market, and it is forecast to account for 86% of the anode material market in
2028, according to Benchmark. China dominates the production of both natural graphite, which is   mined from the ground and later refined into anode material, as well as synthetic graphite, which is manufactured from petroleum.
According to Benchmark, China’s supply of anode material exceeded global demand by 32% in 2023; however global demand is growing so quickly that it will catch up to this supply by 2024. Because of
this rapidly rising demand, China continues to invest in graphite manufacturing despite its current
overcapacity. The price of anode material made from synthetic graphite fell by 24% from 2022 to 2023
and is expected to fall by 38% from its 2022 peak by 2026. This rapid fall in prices and the
convergence of the price of synthetic graphite with that of natural graphite is indicative of China selling its oversupply of graphite at prices that do not reflect the full cost of production.



RATIONALES FOR TRADE ACTION
The general economic argument for free trade is well established; however, trade protections can be justified under several conditions:
1)   Infant industry protections are justified when nascent industries face cost disadvantages owing to increased scale by established players, or declining costs from learning by doing. North American graphite producers face significant hurdles to obtaining investment in the face of excess Chinese capacity in graphite manufacturing. Securing a reliable source of
graphite is also critical to the success of the growing North American LiB and EV manufacturing sectors as well.

2)   Trade protection can be justified as a response to unfair trade practices by the exporter,
 (
4
)
including dumping, government subsidies, unfair and harmful regulation, and forced
technology transfer. China has a long and well-documented history of these practices across a number of goods, for example, in the case of photovoltaic solar panels in the 2010s. Chinese    overcapacity in graphite production, combined with the falling price of graphite in recent
years (the price of natural graphite fell 18% in 2023, while that of synthetic graphite fell 24%)
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suggest that the price at which China is selling graphite has decoupled from the cost of production.
3)   Strategic protections can be justified based on national security considerations. LiBs are a
critical component of many emerging advanced technologies, including many with national
security applications. Graphite has been designated a critical mineral for LiB production by
three US government agencies, and the US government has made significant investments
through grants and tax policy changes included in two U.S. laws, the Infrastructure Investment and Jobs Act in 2021 and the Inflation Reduction Act in 2022, in increasing domestic graphite  production.
4)    Poor labor and environmental practices provide another justification for trade action, both to limit the unfair advantage that firms with such practices enjoy, as well as to discourage the practices themselves. Chinese graphite producers generate substantial carbon emissions
owing to inefficient industrial processes and an overreliance on dirty energy sources such as coal. They have also been linked to state-sponsored “labor transfer” programs affecting
workers in the Uighur Autonomous region that have been described as forced labor.



GRAPHITE AND SECTION 301 TARIFFS
Starting in 2018, the US has applied tariffs (raised to 25% in 2019) on approximately $500 billion of
Chinese goods, including many products made from graphite under section 301 of the Trade Act of   1974. These tariffs were not specific to graphite but were part of a broader tariff package in response to unfair trade practices by China.
However, in 2020, the US Trade Representative approved a request from EV manufacturers to exempt  most graphite anode material used in batteries from these 301 tariffs since manufacturers argued that they were unable to source an adequate supply of graphite from non-Chinese sources.
While Benchmark forecasts corroborate the Chinese dominance of the global graphite market, this
raises a chicken-and-egg problem: domestic graphite manufacturers cannot secure external
investments and make the necessary internal investments to increase their future production absent   protection from China’s significant overcapacity in graphite manufacturing. Absent these protections, therefore, it will continue to be impossible for domestic LiB manufacturers to obtain graphite from
non-Chinese sources.
[image: ]Enabling North American Graphite Growth



[bookmark: bookmark2]1. INTRODUCTION

Graphite is a non-metallic mineral, which, like coal and diamond, is a form of pure carbon. Graphite is very resistant to heat and is relatively chemically inert, two properties that make it useful in certain
types of manufacturing. Traditionally, graphite has been in high demand in the steel industry, where it  is used in refractories (bricks that line blast furnaces), and for electrodes in electric arc furnaces; as well as in a number of other industrial processes.
Graphite is also a crucial component of lithium-ion batteries (LiBs), making up about 30% of LiBs by    weight,1  but accounting for only about 12% of their cost.2  The recent and projected expansion in the   demand for LiBs has resulted in a massive increase in both domestic and global demand for graphite. According to forecasts by Benchmark Mineral Intelligence, the demand for graphite is expected to
grow 70% in the next five years, while the demand for graphite-derived anode material used in
batteries is expected to nearly triple. Ensuring a reliable supply of graphite is critical for the manufacture of LiBs and for the production of electric vehicles (EVs), which are expected to increasingly dominate automobile production in the coming years.
This report, which was commissioned by the North American Graphite Alliance, a coalition of North
American graphite producers, reviews the economics of the global graphite market, the arguments for trade restrictions in North America, and the recent institutional trade context. The remainder of the
paper is organized as follows:
•     Chapter 2 presents a quantitative overview of the global graphite market.
•     Chapter 3 discusses the economic rationale for protecting North American graphite production against competition from Chinese graphite imports.
•     Chapter 4 reviews this trade history.
•     Chapter 5 concludes.
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