Q4 — November 2022

( Sucden
Financial

i@
2022F11A3B %%

ETEZR

EATRE. 2B TR MWkl oAl s

/ﬁ&ﬁ}
AnSHEE S

S ﬁiF‘ BR T, MR InEE

s Aﬁ'ﬁ%iﬂﬁﬁ%%’*ﬁ%ﬂh%ﬁﬂ LRz

é%

M LK, BAKE IR

$8 (Al) - AFREFREFLESS, BEEE NS EBIRTE
E_FERE T IDNBIEEDE, HTRRNISK
EiJ, M BREZ T (B EMEINFE RMERN S B

BRI, O HERN IR E R, B 1E LME R D
ﬁﬁgﬁﬁF!!MﬂZ):, aimREEE N AR, BRI
X I/%E HRAFRHECHIBLE NEEE:$2,000-
2,500/,

§R (Cu) - I JL AR B FEFRIK A K, (RN E
BT, NRIME ME RGBS B3R, (R 2508
&l MEFNRSNREEN Bx, B M ETERE
EER, sJAMELRL . 53— E, PERBBERIITE
1, TERSEARGARERTALE , T FERRPNIHE ZRAT) A ko 3R
Tt MESYLUR SN, TIPEUR BRSNS, BEIER
R TR, PENTERES ME, WNEHR NMTE
o BEIRMNEEEMEZELLTUAE R M, NM5IKR
%Eﬁy%ﬂﬂﬁinF:f)ljfg&#ofa ESEIEAME AR
MR ETELRET.3, Fli14ERs 6,500 E7T/MAYRMN
T1TB#To

£ (Pb) - BENZ=EHRNRNGT TEHMEE, EARIFE, L

AR IS RRMIB T B BE R RE R B ANME B BE TR N AR 2

o TILTHEE PR BB ARRR, SRRV E TR 8. A, RFRJ1LD

BEHEBEENEEBEY G, -2 iZz=BMiEs, M

EESIEE TR, MNMEERSRE T, FUT RN~ i8
FREE $1,750-2,100/M,

& (Ni) - BN ERRENHMK, RRZNERAT A
BHN R, A, —RERNK, X ZPREFRL
HHl, 26 A—Minip R KBV T SER T~ 2 BE1E
m, BEPFERAKERL R AR, 1§
NHERG LK, BENR R mANR ETRBIFE RN
m . PEREFRYEEBIR0E, FIERIRS EM 1~ 1T
AR INTE K B AE BV ER &I 2 8, RIEEIHN
™, R TR RN BHKE $18,000/Md, BH17
IJE:@.&;EQ FRERFGFEE MR, MBITE $24,000/M
L\ E’_EO

a1 (Sn) - SEESPEMNREHAONBY ARIEK
22.6%, B A& M. T AMIBIMSILHE B,
HSEHER KNS, LME BN EENE, RENE
HAEGN NREERNSERY HRTE, BENE
OIS | & T ¥ CIENN. 38 31 RPENAR
FINFSEMERT /B O R IRHIE 8.5 2
B, MENREIRES, BRBRIEESRUAEKT B
T, FEXE(7£20,000 F75/MAIKF, B TFTER
2 17,795 Z£70/04, iR EE 22,330 Eo/MLL ENEZE
SE, FRAFRELF B BIE M AER #, BT
BXRENANEESER.

Zms &I, BAJH%DH&IE'#ZF’E’)\EJLE#WE%__ E+FEtHE
BERHS LK, SRR AT S Bl i, P A B R B, B B
R E, 2R \ﬁ'ﬁ FEMXARZZFE

f Bt

ﬁ, B BRI AR AL, FEIBERFTS iiI] le]%* Vi RIS, )86 % — 2 K E o AR
BN ERZAEEIMNS 125 MR, A ENRI EEEEEE A6

MR E, MMTESZRBN%. MRPEFREIFA BETESS, mMAIES

K
R
YIng

N )<)P

KRR =

BmE EMaSIKS IR
RN

$% (Zn) - BFZEDAR HNEEE, BMEREN —
BEREEER, TEBZHANR, CHPRNE RIS
o LME NMEABEGR R, BB RN, SRR,
T AERA I 45 3, MR IR A fk 28, o
ERF=28E 11 BAEIRERINA SN, ERNER
FRLEEAOK, INSRIESFSIZMAE, B CH L, #
OIS, EENREEKSRIEEILSGH £, X
Em B/, MTieS Kl 8. it 2 E R EEAN
R#rs. RE, hEFEF M2 HEREIFER
18, T17 B4 2,600 /00, WNRE HN SR DT
% 3,000 S7o/M, M4 EE,

SR AW - PERNSKFBENBY~87T 9 AR
BE LA B MUHSEFERR, BIFREH—ST
B0 SR, BEAF LRI LIS %, SBUHARSKA R R
K. S AETat AR/ DARNE, EAE A0
BRI N, Em N B AR PRoE WS B =R T
QAT AR, KRRV DB LIS, RBEFHER
TR BRI KITRE, 793 OB &I, FE
ERNEE AT R EFTEM, 02 BB, R s
£ SBZEER) N TEARN 80 57T/M,

BE (A) - B2EEANBIIPIA, BENFNES
RIUTE, 79 -8.3%, L HIMEBUARY T HE 1L RBE
FRNGF BB ZETT, M ERIRAULE FRSZH0RL, BER
T &M, BRATITENZ=EESIYFEIEN LT, B
TREWHRESNH LS. BSETFTERRRI TR, &
i&lﬂﬂ?ﬁ%; BIPAMNERFBEEBLH M, SRk

ST R 2IRE RN E I PIRER RS R E
TREAEIE, AT, AN R ENETAS T EEs
HEMBIRIER o

BiR (Ag) - BIREBFET N, BEETIEEBMREEN
WERBMHDAREERNEAEE, AZWE TE10%. 5%
N—EE, EEMERNAZ D A mE S HE L, M=
PR ER BT, ?**m‘%ﬁaéﬁ%AfEEuﬁﬁmu
B 125 MNE &, 8RN Eﬂzii‘ﬁfrg BB A ARSI RI BE,
MILEIRMSH—F ER, REME/ NTFRIL MM
Xa):17.50-20.80 %c/ﬁio

o (Pd)- SESEAZEMIB LK, RAREE 2B
BEERE, AEHEEREJL B BFIEM, it
IREEIF4 \WEENE . B 2023 EFKIEKAJREHIR, LK
AJRER M/ BB ER, I EH R 42E, [IBM
BEIETITE MK 1,790-2,190 E7T/5&5,

AE (Pt) - ST, RS BT 2IETFEMI %%
BRI, EEMPENIZIAFHEBIF LA B E
AMRIETR B PRERR, ﬁ'ﬁﬁﬁﬁbg/ﬁ%mmjﬁi%ﬁ&%
BN EER. AT, AT L AENF~H5e, it
SENIFIRGEK, SAETE 2023 FEEER. A TRA
EX ETF HRAGBAK, XAIESBIRENRESE
AT FRAL, SBE:790-980 EiT/&Fl.

Industrial Commodities
Sucden Financial Limited
Plantation Place South

60 Great Tower Street
London, EC3R 5AZ

31 +44 (0) 20 3207 5450
chinese.client@sucfin.com

Sucden Financial (HK) Limited
Unit 1001, 10/F.

Li Po Chun Chambers

189 Des Voeux Road Central
Hong Kong

FB1E: +852 3665 6000
hk@sucfin.com

mFEM:

Sucden Financial Limited
Metals Comments/Analysis:
Geordie Wilkes

MREE

Daria Efanova

R

sucdenfinancial.com/QMR

ARAERABRHEEITHRERRINAKE

FXABHEHCE REPHEBRESS, FRBENANE. HEHUEMA AR ZEARERANEN FEE, ERRERRAEAWREM S, FIRENFEEELE 12 PERAREETFSTRNNS,

BIERRIR. —BEEEMARNE, XEAME TR T®E
NEBHRIRREERE

T REFMENERGERE ARG T2 ETFENTIZAIRMNE R MREFEEA LUFHR SRR LH TR, B S FEKR 5, KRS
R R RFIRI AR E SO TS R ETBFTE E BIIR BRI AT R BRI, i I 2B sUE RIS N EEAMR R ARSEAZEAR L ER AR B ZAHTIZHIR

il I, A AT BEH T B8 5 B X (s BRI T 1750, MAIEN T BB E B RMKBUXLES B, ARSI, AREPEENELBEE LT FAE P AR R TIXLER 5, BRIEI I = RS &b
REHEHEIRKE BN EHRIRKMHME UEE RN TN NG E EME AR www.sucdenfinancial.com.


https://www.sucdenfinancial.com/QMR

Q4 — November 2022

Marketing Communication
Published 3 November 2022

() Sucden

Financial

Quarterly Metals Report

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

The macroeconomic outlook is deteriorating, and in our view, Europe and the UK are in recession already, and the US will be six
months behind. Higher interest rates and elevated energy and electricity prices are squeezing households' disposable income.

New mortgage rates are considerably higher and are now a fixed cost to the consumer. We expect end-user demand to decline, and
this will have an impact across the whole supply chain. However, material availability is poor for metals, with bonded and exchange
warehouses low in stock. This will lead to a dislocated market and volatile price action in spreads, while the macro impacts the flat
price. The 20th Party Congress has ended, and their COVID policy is here to stay. As a result, sentiment in China has declined, and

if the output of refined materials rises, this will put further pressure on prices. The Fed has suggested 125bps of rate rises between
now and the end of the year, but investors are looking at where they pivot, and any dovish language will cause a selloff in the dollar,
giving rise to metals prices. If Chinese demand returns and the dollar weakens, this could present significant volatility and price rises,

compounded inflationary pressures.

Aluminium (Al) - Aluminium, in line with the broad basket of metals,
continued to decline in Q3 on the back of continued weakness
coming from China. Given aluminium’s energy-intensive nature, the
metal saw some spikes on the back of energy price volatility, but the
overall trend of slowing demand in China and global has prevailed,
driving the metal lower. In October, we saw a new bound of volatility
following the LME's decision to potentially ban some of the Russian
material. The impact of the news has been marginal, as the demand
story continues to drive the sentiment. Our range: $2,000-2,500/t.

Copper (Cu) - Low inventories and backwardated spreads have kept
prices elevated in recent months, if withdrawn, Russian material in
the LME system will accentuate the tightness. Destocking across
along the value chain and reduced available material, as shown by
the low inventories and higher Chinese premiums. We expect
consumption to remain on the back foot in the near term as there
was no change in COVID policy from China, the U.S. and Europe will
continue to slow. We expect spreads to be volatile, with the
dislocated market causing squeezes until more inventory is
replenished. Output in China will start to edge higher, presenting a
downside to prices. The caveat is if the Fed pivot earlier than we
expect, triggering dollar weakness and a rally in risk assets.
However, the fundamentals are poor, and the Yuan has weakened
7.3 against the dollar. We maintain our downside target of $6,500/t.

Lead (Pb) - Lead held up better than other metals throughout the
quarter, as it remained broadly unchanged. The main reason behind
that is lead's response to the looming energy crisis in Europe and
subsequent energy price moves. We expect the supply and demand
picture to have stabilised slightly on the back of the lift of the power
rationing restrictions. However, in the coming months, following the
maintenance period during the peak consumption season, lead
production should improve, and inventory should decline slightly
This should ease the metal balance and we expect the prices to
edge to $1,750-2,100/t.

Nickel (Ni) - The collapse of the nickel spread to a contango was
triggered by the large supply of class 2 nickel from Indonesia.
However, we still expect a class 1 deficit which could keep exchange
stocks low, giving an impression of a tight market. Stainless
production is significantly higher this year, but stainless-containing
nickel has suffered. The forward curve suggests higher prices in the
longer run, but we expect output in nickel products and NPl in
Indonesia to present downside to the market. China's re-opening
would boost stainless demand through autos and properties,
offering an upside as speculators re-enter the market before the
fundamentals come back into play. We expect further downside to
nickel towards $18,000/t but favour adding to a short above
$24,000/t if the market rallies off positive news from China.

Tin (Sn) - China's YTD imports of ore from Myanmar rose 22.6% Y/,
but the quality of the ore has declined. Calendar spreads on the
LME have narrowed as macro fears trigger a decline in consumption
and semiconductor sales growth slowing. Destocking along the
value chain in China and weak downstream sentiment have resulted
in lower concentrate demand, but the open arb window has
triggered increased refined imports. The increase of export
restrictions on semiconductors and advanced chips to 31 new
Chinese entities. We expect pressure to remain on spreads as
consumption weakens, but power rationing could reduce operating
rates are smelters. The $20,000/t level provides key support, but our
downside target is $17,795/t and favours selling rallies above
$22,330/t unless China’'s economy re- opens. Then we'd expect a
sharp rally before fundamentals set in once again.

Zinc (Zn) - Tightness of material in China has caused
backwardations on the SHFE market after maintenance at smelters
and previous destocking along the supply chain causes tightness.
LME spreads are also tight due to a lack of material, but
consumption is weak, and people are deferring delivery. We expect
energy prices to rise, capping consumption of the end-user but the
market. Chinese production will not increase until November when
maintenance finishes and this will keep spreads backwardated,
especially if galvanizers increase consumption. TCs are high for
imported material, but domestic TCs are catching up, and this
boosts profitability and therefore production in the longer run. We
expect tightness to continue in the near term. Still, the higher output
from China and soft global demand will prompt prices to trend lower
towards our downside target of $2,600/t, spikes towards $3,000/t
on lower material availability will likely be sold.

Iron Ore & Steel - Steel utilisation rates and average daily output in
China ticked higher towards the end of September, but plant and
social inventory are low and will fall even further into year-end.
However, stocks are at much lower levels than in previous years,
leading to material tightness and cap losses. Seaborne iron ore
premiums will improve in the coming months, as lump premiums
have done as iron ore imports rise ahead of restocking. Steel-
intensive industries remain in negative growth, which will stay in the
coming months, especially after the no-change to zero covid policy.
Domestic mining of iron ore is set to improve in the long run to
reduce China's reliance on imported material, soft consumption will
lead to lower iron ore prices with a downside target of $80/t in Q4.

Gold (Au) - Gold prices have poorly performed on a YTD basis at
-8.3%, considering gold is a traditional hedge against inflation, and
the economic and geopolitical uncertainty has failed to act as a
tailwind to gold. Dollar strength, in conjunction with a decline in the
global negative-yielding debt, has served as a deterrent. While we
expect a moderate uptick in physical demand in Q4, the above
trends will still work against gold, which remains high historically. ETF
holdings declined sharply, but this has been stemmed recently; in
our opinion, we will see more outflows into year-end, and gold will
continue to fall. Uncertainty surrounding the global economy may
prompt a rally and a deep correction in the USD. However, we expect
positive bond yields and a dollar funding squeeze to prevent a
significant rally.

Silver (Ag) - Silver fluctuated throughout the quarter, but still, the
combination of its industrial and precious qualities weighed on
overall performance, and the metal closed the quarter down by
10%. In line with gold, much of the Fed-based negativity being
priced in, the markets will be watching out for the Fed pivot signs.
However, with another 125bps hike promised by the Fed this year,
we do not expect this to take place until early next year, which
should provide further softness for silver, albeit to a lesser extent
than we have seen in recent months. Range: $17.50-20.80/0z.

Palladium (Pd) - Palladium managed to gain marginal ground during
the quarter, as global supply chains easing meant that car sales
improved in the recent moths. While we expect the vehicle sales to
continue to improve slightly month-on-month, as we move into
2023, we expect demand to soften and decelerate. In our opinion,
buyers will shift to smaller, more efficient vehicles, which, coupled
with improved supply conditions, could create a downside for
palladium prices. Our range: $1,700-2,190/0z.

Platinum (Pt) - In line with palladium, platinum felt the relief from the
easing supply chain bottlenecks globally. Both the US and China's
markets saw a month-on-month improvement in car sales as
material shortages eased and demand in these economies remains
relatively healthy, although slowing. However, with ample output from
the mining side, we expect to see a bigger surplus this year, before
easing slightly in 2023. With investors showing little appetite for ETF
holdings, this could leave platinum prices subdued for the remainder
of the year. The range: $790-980/0z.
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