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Rare Earth Elements
Understanding the Opportunity and the Risks

The Role of Rare Earths in the Global

Economy

Rare earth elements are essential to the
technologies that power modern life — from electric
vehicles and wind turbines to advanced defense
systems and consumer electronics. These 17
metals play a critical role in clean energy and digital
infrastructure, making them strategically important
to many nations’ economies.

Global Rare Earth Elements Market
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In 2025, global attention on rare earths has
intensified. Geopolitical developments, including
China’s decision to extend export restrictions on
several of these elements, have prompted renewed
interest in securing independent supply chains.
Governments and private industries in the U.S.,
Australia, and Europe are investing heavily to
strengthen domestic production and reduce
reliance on Chinese processing capacity.

Market Developments and Key Players
Several established companies are now at the
forefront of this evolving market:

MP Materials (NYSE: MP) operates the only
integrated rare earth mining and processing site in
the U.S., located in California.

Lynas Rare Earths (ASX: LYC), based in Australia,
remains a major non-Chinese producer with
facilities in Malaysia and upcoming operations in
the United States.

For broader, diversified exposure to this theme,
investors may also consider exchange-traded funds
(ETFs) such as the VanEck Rare Earth and
Strategic Metals ETF (REMX), which holds shares
of companies involved in mining, refining, and
recycling critical minerals.

These securities have seen notable performance
over the past year, reflecting increased attention to
supply chain independence. However, past
performance should never be interpreted as an
indication of future results.

Why Governments Are Involved

Recent policy initiatives have introduced new
dynamics into the rare-earth market. U.S. and allied
governments have supported projects through
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grants, loans, and defense-related investments to
help build resilient supply chains. While such
support can improve long-term stability for
producers, it does not eliminate market or
operational risks. Investors should understand that
commodity sectors remain cyclical and sensitive to
political, environmental, and technological factors.

Investment Considerations and Risks
While interest in rare-earth companies and related
ETFs has grown, these investments involve
meaningful risks that must be evaluated carefully:

Price Volatility: Commodity markets are influenced
by supply-demand imbalances, global economic
conditions, and policy changes. Prices for rare
earths can fluctuate significantly in short periods.

Execution and Environmental Risks: Developing
new processing capacity is complex, capital-
intensive, and subject to environmental regulations
that can delay or limit production.

Policy and Trade Uncertainty: Shifts in trade
relations—such as easing tensions between major
powers—could affect demand expectations and
valuations.

ETF-Specific Risks: ETFs that invest in this sector
may experience tracking error relative to their
underlying indexes, and their shares can trade at
premiums or discounts to net asset value.

Liquidity and Concentration Risk: Many rare-
earth companies have relatively small market
capitalizations and limited liquidity, which can
increase volatility.

Given these factors, investors should view this
sector as a potential complement—not a core
holding—within a diversified portfolio.

Building Awareness, Not Making

Predictions

Rare-earth investments illustrate how strategic,
policy-driven industries can evolve rapidly in
response to global developments. For most
investors, the key takeaway is understanding why
these materials matter rather than trying to predict
short-term price movements. Those with a long-
term perspective may benefit from following this
space as governments and companies continue to
shape supply chain independence strategies.

Investment Takeaway

The rare-earth industry represents both opportunity
and complexity. Its importance to national security,
renewable energy, and technological innovation
has made it a focal point of policy and investment
attention. However, as with any emerging or
cyclical sector, careful due diligence, portfolio
balance, and awareness of risk are essential.
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