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Quarterly Metals Report

Summary Analysis and Forecasts for Base Metals, Precious Metals, Iron Ore & Steel

The macro-economic environment has weakened significantly as growth fears rise, amid persistently high inflation. Central
banks are data dependent and this could mean they slow rate hikes, as growth starts to slow, this has meant a downside

to the US 10yr yield, but also we see downside to rate hikes in Q4. Europe will likely enter a recession before the US and

will take longer to recover, but material availability is significantly lower shown by low inventories. Off-exchange stocks are
high, but the low liquidity, volumes and inventories indicates higher volatility and sharp moves, although the options market
shows traders positioned for the downside. Higher interest rates will slow growth, but the labour market is still strong and
signs of weakness for employment will accentuate recession fears. End-user demand is poor, and this will continue in Q3.

Aluminium (Al) - Aluminium underperformed in Q2 2022,
despite China reopening its lockdown restrictions in May, as
recovery from the region has been lacklustre and struggled to
gain pace. Output and smelting operations continue to operate
at normal levels and we expect material to be shipped to
Europe. As oversupply grows and low premiums prevail in
China, more will flow into Europe, which is currently
experiencing higher premiums and low inventory levels. Our
range for the quarter is $2,200-2,700/t.

Copper (Cu) - Premiums in China increased in June and July as
downstream demand improved, but the latest Mfg PMI data
was contractionary. China's COVID policy caps upside potential
of stimulus measures as the property and construction sectors
are weak. Mine supply is improving and H2 2022 output will be
stronger than H1, with operating rates for producers in China
high we expect production to outstrip demand. Inventory levels
of raw materials and finished products are low suggesting we
could see re-stocking of social inventories. Macro sentiment is
deteriorating as data weakens and this will weigh on copper
due to its macro links. We expect prices to be sold above
$8,500/t with our downside target $6,800/t with buying
pressure around $7,200/t.

Lead (Pb) - Lead demand from autos is poor, especially in
Europe as sales figures for ICE vehicles is at multi-year lows,
and passenger vehicles have declined 15.4% in H1 2022. We
expect this to continue in H2 2022, however due to the
extremely hot weather demand for replacement batteries could
increase in Q4 2022. The supply chain issues in China due to
lockdowns have reduced the collection of scrap batteries, and
this caused prices of scrap batteries to rise. TCs suggest that
supply in China is ample but Europe remains tight, but supply of
lead will improve as maintenance comes to an end and
operating rates for secondary and primary lead increases.
Range $1,800-$2,130/t.

Nickel (Ni) - Fundamentals come back in play and the large
onset of supply has triggered downside pressure. The open
interest is still low and volatility high, this will keep volatility high.
Funds have liquidated their long position and this has reduced
prices with the low volumes outlining that there is little appetite
to trade. Imports of ferronickel from Indonesia to China have
been increasing since the nickel ore export ban, as a result this
significantly impacted by the reports of a NPl and ferronickel
ban from Indonesia. China's prices will increase as availability
declines, impacting stainless margins and production of 300
series. 200 and 400 series output will be boosted by the higher
nickel prices. High EV sales are set to continue but stainless
steel is firmly the largest consumer of nickel. We expect a test
of $25,000/t before prices edge back towards $18,653/t.

Tin (Sn) - Tin prices have declined as inventories are rising, with
sales growth slowing marginally but at a much higher level. The
proposed Indonesian export ban will be bullish in the long run
but not for Q3, inventories are rising and spot prices in China
are falling suggesting decent availability at this time. Smelters
are looking at production costs and margins; this could trigger
some output to fall in the coming months, especially in Q4
2022. Spreads have weakened in recent months as the supply
outlook improves and long liquidations in the flat price. Range:
$21,285/t-$27,7901t.

Zinc (Zn) - The divergence in gas prices and the LME 3-month
zinc is unsustainable, and the cash to 3-month spread has
started to respond by tightening into $113/t. Russia cutting off
gas to Europe will increase costs exponentially and electricity
prices will rise even further. We highlight the large short
position in the LME bandings for October. Premiums in China
are falling but TCs are starting to rise outlining improved mine
supply. Zinc ore imports are also falling but mine supply in
China is rising, prices are significantly above marginal costs
and full sustaining costs including royalties. Demand for zinc is
poor due to the weak construction business in China and
declining end-user demand in ROW. There are significant
supply risk to zinc in Q4 and this will mean zinc prices rise
towards the end of 2022. Macro weakness could cap the rally,
ur%less th/e USD weakens significantly with a range of $3,300/t
- $4,100/t.

Iron Ore & Steel - Iron ore and steel prices will be supported
by rising energy costs, and hope of stimulus filtering into the
real economy, but steel mills are reducing output due to losses
and high costs. Local government bond issuances are
increasing to boost infrastructure expenditure which would
boost demand for iron ore and steel. Seaborne premiums have
declined significantly but higher-grade fines and pellets
retained value but have since declined sharply. Finished steel
inventories are high outlining weak demand, and we expect
these inventories to fall if mills remain offline for a significant
period. The Chinese economy continues to stutter and this will
plague growth, the property sector is weak and this caps
property demand. We expect a range of $92.5/t - $122/t.

Gold (Au) - Whilst gold declined quart-on-quarter, it has held up
much better than other assets, including precious metals. We
attribute this to the fact that gold helped cover some of the
losses we have seen in a broad market during the quarter.
However, with the Fed and ECB hiking aggressively in July,
there is still further downside to gold. Still, we expect the metal
to hold up better than its precious counterparts as it is not
impacted by the industrial outlook, which continues to
deteriorate, despite China's re-emergence from lockdown
restrictions. Our range: $1,650-1,860/0z.

Silver (Ag) - Silver, in line with palladium, suffered significant
declines during the quarter, as the combination of investment
sentiment as well as industrial demand weighed heavily on the
metal. Gold to silver ratio widened further, to the levels not seen
since 2020 and we expect the divergence to widen as gold
holds up better than other industrial use metals. The only
upside for silver demand comes from the solar industry and the
continued expansion in renewable energy installation this year
globally. Our range: $16.60-22.00/0z.

Palladium (Pd) - Palladium was once again impacted by a
softening demand outlook, as the metal fell by as much as 19%
during the quarter. Auto production between economies is
diverging but the overall outlook for this year is on the
downside, which will limit the use of the metal in auto catalysts.
Supply side bottlenecks are easing, but with softer economic
outlook globally, the manufacturing side uses are likely to weigh
on the metal further to trade in $1,750- 2,330/0z.

Platinum (Pt) - Despite platinum being less exposed to the
auto sector than palladium, the metal saw moderate declines
during the quarter as the demand side outlook weighed on the
metal's use for this year. Mining production is improving; this,
coupled with weakening demand, is likely to create further
pressures for platinum for the quarter ahead. These factors add
downside risk to the demand forecasts for the year, given that
auto supply chains are still highly stressed because of
lockdowns which are continuing to ease in China. The range:
$800-950/0z.
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