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Data Mining

Is the global mining industry ripe for an equipment recovery — or still suffering the hangover of the boom
years? Here Chris Sleight, managing director of analyst Off Highway Research, shines a light on what to

expect.

Things are seldom ‘normal’ in the world of mining. Things are either Very Good or Very Bad. When it comes to
mining equipment sales, for much of this decade they have been decidedly bad. But with mineral prices
staging a recovery, can mining now expect a surge in demand for mobile equipment? To find out, Volvo talked

to respected industry analysts Off Highway Research for a forecast.

VOLVO (V): THE CONSTRUCTION EQUIPMENT SECTOR HAS HAD A STRONG
REVIVAL - HAS A SIMILAR ONE HAPPENED IN MINING?

Off Highway Research (OHR): We research the international markets for surface mining equipment, and we
haven’t seen a significant revival yet. We saw some early signs of improvement in 2017 but whatever happens

with demand, it is difficult for the industry to rapidly ramp up production after a long period of very low sales.

V: HOW GOOD WERE THE GOOD TIMES - AND HOW BAD THE BAD TIMES?

OHR: If we use the global rigid hauler market as a proxy for the health of the mining segment, during the
recent peak around 2012 global demand was about 5,500 units a year. When commodity prices collapsed this
fell very steeply, to barely above 2,000 units in 2015, 2016 and 2017, which looked like the bottom of the

cycle. It was a deep and prolonged low — but we think that we are now seeing a slow recovery forming.

V: WILL THE RECOVERY GATHER PACE IN 2018/19?

OHR: The recovery is certainly lagging the strong rebound in equipment sales currently being enjoyed in
general construction. We do expect a modest recovery, but mining equipment is durable and quite
economical to rebuild, thereby extending its working life. Also, the large fleet that was supplied before the
crash often still has low hours on, due to the lack of mine activity, so there is not quite the same requirement

for fleet renewal now as in general construction. But demand is growing.
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V: WHEN IT COMES TO SURFACE MINING, WHAT IS THE PRINCIPAL MOBILE
EQUIPMENT?

OHR: It really depends on where you are in the world. In emerging markets mining can often be on a smaller
scale, using 20 tonne excavators loading on-highway trucks. But for the bulk of operations much larger
machines are the norm, with excavators of 50 tonnes capacity upwards being the production machines. The

spectrum of course extends upwards from there to super large excavators, loaders and off-road trucks.

V: HOW IMPORTANT IS MINING TO THE MOBILE CONSTRUCTION EQUIPMENT
MARKET?

OHR: Compared to general construction the numbers are quite small. But they tend to be larger, more
profitable machines, and because they are production machines, are lucrative in the parts and servicing
revenues. For more specialist machines, such as rigid haulers, the mining market is crucial, as they are rarely

seen outside of quarrying and mining applications.

V: HAS THE GLOBAL OVERSUPPLY OF EQUIPMENT NOW ENDED?

OHR: In the last 18 months we have moved into a phase where supply is struggling to keep up with demand,
particularly in the most popular sector, crawler excavators. After a long period of downsizing and cost

efficiencies, the industry and parts of the supply chain are struggling to ramp up production capacity quickly.

V: IS THERE A TREND FOR LARGER MOBILE EQUIPMENT IN MINING?

OHR: If you look back 20 years many major manufacturer’s excavator ranges topped out at around 50 tonnes.
Now we are seeing manufacturers push that up to 70-80 tonnes — Volvo's 90 tonne EC950E excavator is a
case in point. The size of the hauling units should be tailored to the loading units in the most efficient number
of passes, and these are, as a consequence of the larger loaders, also becoming larger in capacity, such as
Volvo's new RT00E rigid hauler. This illustrates that there is a demand for larger loading and hauling units in

mining and quarrying, boosting productivity, and driving down total cost of ownership.

V: IS ELECTROMOBILITY STARTING TO BE OF INTEREST TO MINING?

OHR: In some ways, electrification is old news in mining, as giant mining shovels have been hard wired for

some time and diesel-electric rigid haulers are a familiar technology. But full electrification is a huge
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challenge for large mobile mining equipment because of the enormous power requirements and what that

would mean for battery sizes and costs.

V: ARE YOU FORECASTING ANOTHER ‘SUPER CYCLE' — OR MORE MODEST
GROWTH?

OHR: Notwithstanding the huge Asia-driven surge in sales last year, we see a period of slow and steady
single-digit growth — in both construction and quarrying/mining. As commodity prices increase we do expect
mining companies to invest more heavily and equipment sales to rise from their low levels. We are not
expecting the return of the super cycle. But most manufacturers would find it easier to manage 5% increase
than the 20% of the boom years, thereby avoiding all the component and consumable shortages which we

saw in the boom years of the 2000s.

V: HOW CAN WE FIND OUT MORE?

OHR: We put up stories on our website offhighway.co.uk every week, discussing equipment news and

industry trends.
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