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The modern commodities market is no longer being driven solely
by steel mills in China or jewelry demand in India. It 1is
increasingly being shaped by financial flows—quiet, persistent,
and now enormous. Exchange-traded funds, once a niche vehicle,
have become one of the most powerful forces in metals markets,
and the latest data suggests that their influence is approaching
a structural inflection point.

According to Christopher Berlet’s MineralFunds.com data, global
metal and mining ETFs now represent 249 funds controlling
approximately $826.3 billion in assets, up 15.4% year-to-date
What stands out is not just the scale, but the concentration:
84% of that capital sits in metal-backed ETFs, overwhelmingly
dominated by gold at nearly $577 billion, followed by silver at
$84 billion. By contrast, ETFs focused on mining companies—the
very businesses responsible for discovering and producing future
supply—account for just 12.1% of total assets.

This imbalance is not accidental. It reflects a two-decade
evolution in how investors access commodities. ETFs have made it
possible to gain exposure to gold, silver, copper, or rare
earths without the operational risks of mining equities or the
complexities of futures markets. In doing so, they have
democratized access—but also reshaped capital allocation.

The consequences, as Berlet’s work highlights, are paradoxical.
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ETF demand itself is inflationary, adding incremental pressure
to underlying metal prices while simultaneously diverting
capital away from exploration and development. The result is a
structural mismatch: rising financial demand layered on top of a
supply pipeline that has been systematically underfunded since
the early 2000s.

Recent market behavior suggests that this imbalance is no longer
theoretical. Metals prices have surged across the board-copper
up roughly 25%, aluminum 21%, and precious metals even more
dramatically—driven by a combination of supply constraints and
new demand vectors tied to electrification and geopolitics. At
the same time, ETF inflows into metals have accelerated,
reinforcing price momentum. Silver ETFs alone have seen
explosive inflows in early 2026, while gold-backed funds
continue to benefit from safe-haven demand amid geopolitical
uncertainty.

And yet, beneath the surface, the composition of ETF exposure
reveals a deeper inefficiency. Critical mineral ETFs—those tied
to lithium, rare earths, uranium, and other transition
metals—remain strikingly small at just $10.9 billion, or 1.3% of
total ETF assets. This 1is occurring at a moment when the
International Energy Agency estimates that the energy transition
will require $800 billion in new metal investment by 2040. In
other words, the metals most essential to the future economy are
still underrepresented in the dominant investment vehicle of the
present.

There are early signs that investors are beginning to adjust.
Mining equity ETFs—particularly those focused on critical
minerals—are outperforming many of their physical metal
counterparts, with year-to-date gains approaching 14%. Leveraged
mining ETFs, often dismissed as speculative instruments, have
surged even more dramatically, reflecting a renewed appetite for



operational leverage to rising metal prices.

Still, the broader allocation gap remains. The overwhelming
majority of capital continues to flow into passive exposure to
existing metals rather than into the companies responsible for
expanding supply. This dynamic echoes past cycles, but with a
critical distinction: today’s demand 1s structural, not
cyclical—-driven by electrification, defense priorities, and an
expanding set of “critical minerals” now defined by more than 40
national governments and supranational bodies, entities that
operate beyond individual countries to coordinate policy and
strategy across borders.

Markets, in time, tend to correct such imbalances. The question
is not whether capital will rotate, but when-and how abruptly.
If the past two decades were defined by the financialization of
commodities through ETFs, the next phase may well be defined by
a reallocation back toward the physical reality of supply.

For investors, the implication is both simple and uncomfortable:
the most crowded trade in metals today may not be the one that
ultimately delivers the greatest returns.

[Special Note: The founder of MineralFunds.com, Christopher
Berlet, will be speaking at the upcoming CMI Summit 5 in
Toronto, Ontario on May 13th and 14th.]
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