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Trusted multi-asset execution

With a history and heritage in commodity futures and options trading,
Sucden Financial has evolved and diversified to become a leading global
multi-asset execution, clearing and liquidity provider.

A proud history of trading

We are active in base and precious metals, iron
ore and steel, offering multiple access points,
help, experience and solutions for whatever
price risk you face, or liquidity you require. We
are a category one member of the London
Metal Exchange and a full member of the
London Bullion Market Association.

We have a track record of over 45 years in
financial markets. Since our foundation in 1973,
we have been supported by our parent,
Sucden, one of the world's leading trading
groups, while remaining fully independent in our
day-to-day trading operations.

Opportunity engineers

Sucden Financial's experienced
and knowledgeable teams are
central to our success, drawing on
their expertise to exploit ever-
changing markets, technology and
trading environments, to keep our
clients ahead. We are open
minded, constantly evolving and
adapting to tackle today's and
tomorrow's opportunities.
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Summary

Sucden Financial — Quarterly Metals Report
Analysis and Forecasts for Base Metals, Precious Metals, Iron Ore & Steel

Economic data growth has started to plateau as new COVID-19 restrictions have been put in place across
Europe and in the U.S. Chinese economic data has improved but exports remains weak, limiting the upside for
base metals. The U.S. election presents some downside risk, but this will be limited due to expansive stimulus
measures at this time. While fundamentals for some metals are weak, we expect the basket to maintain its

strength, with Chinese activity the focus. End-user consumption is expected to remain weak as unemployment

levels are high and stimulus packages are reduced.

Aluminium (Al)

Aluminium prices were supported this quarter,
as consumption outlook improved on the back
of easing lockdown restrictions. However, as
coronavirus cases continue to rise and we await
the news around the vaccine, the sentiment
should remain volatile. The strong rally in prices
will keep production of primary aluminium
strong, with most of the improvement coming
from China, as the rest of the world struggles to
catch up. From the demand side, consumption
is to remain muted, and may prompt a rise in
Chinese inventories. Range: $1,730-1,980/t.

Copper (Cu)

Copper prices improved in Q3, as demand
optimism improved due to easing of lockdown
restrictions, with prices peaking above
$6,800/t. The value of exported products has
been improving this year, and this is expected
to remain the case despite the downside risks
to prices from COVID-19, geopoalitical tensions,
and risk to the dollar. Stimulus measures remain
strong, and this should continue to support
consumption of copper. Headwinds, such as
the US election prevail, but we believe that
copper prices will prevail despite of the
outcome. Range: 6,300 — 7,200/t.

Lead (Pb)

Lead prices were well supported in the first half
of the quarter, testing $2,000/t, as auto demand
recovered. While we expect this to remain the
case in the near term, rising cases in Europe
could present some downside to vehicle
consumption. In terms of battery demand, low
interest rates should keep financing conditions
accommodative, providing support for
purchases, and collection rates to improve as
well. Supply is to remain strong and this should
increase the availability of material. Range:
$1,600 - 1,980/t.

Nickel (Ni)

Nickel prices performed well in Q3, as
manufacturing and industrial production started
to improve. However, data slowed as cases
started to rise and restrictions were put back in
place. Nickel supply for 2020 is expected to be
lower this year due to the Indonesia ore export
ban. Indeed, due to the reduction in nickel iron
ore imports, we expect China's NPI output to be
limited, meaning the trend of higher ferronickel
imports is expected to continue. Long-term
demand is to remain soft and until there is a
vaccine, orders for planes will remain subdued.
Range: $14,000 — 17,200/t

Tin (Sn)

Tin prices appreciated in Q3, but gains were
less pronounced as economic data normalised.
On a global scale, semiconductor sales have
remained strong in recent months and we
expect this strength to be carried into Q4,
which will boost solder demand and, therefore,
tin demand. Despite exchange inventories
being relatively high, we could see imports for
refined tin and ore increase as consumption
improves due to the strength of the consumer
electronic goods sector. Ultimately, the outlook
for tin remains support with prices pushing
higher to $15,600 — 19,000/t.

Zinc (Zn)

Zinc prices were well supported in the first half
of Q3, however, declined later in the quarter. We
expect appetite for zinc to improve following
the correction to the downside. Supply is likely
to improve, and we expect output in H2 2020 to
offset the losses in H1. However, the export
market remains weak and the second wave will
mean a delay to stronger demand. We see
some downside to the USD in the near term,
which could provide support to Zinc, pushing
prices up to $2,200 — 2,700/t

Iron Ore & Steel

Strong iron ore demand and reduced seaborne
supply prompted prices to test resistance at
$130/tin Q3. Cases in Brazil have stabilised, but
the threat of a second wave is still very
prominent. Availability is improving, and this is
likely to continue in the near term. We do not
expect Australian exports to China to decline
exponentially, but as tensions remain thwarted,
China may look to higher quality fines from
Brazil. We expect prices to trend lower in the
coming quarters, but we know that demand
from China is strong, and we believe prices will
edge down to $80/t.

Gold (Au)

Investment appetite for gold has reached
record highs as investors urged to safe havens
to hedge from risks posed by the spread of
coronavirus and continued global uncertainty
supported gold as a safe haven asset.
Additionally, while the news surrounding the
release of the vaccine encouraged risk-on
sentiment in the stock market, the yellow metal
remained resilient, highlighting its strength
during the crisis. Ultimately, the combination of
high volatility, low opportunity cost and strong
investment demand will support gold
investment and offset weakness in physical
consumption. Range: $1,800 - 2,200/0z.

Silver (Ag)

Increased speculative demand supported the
precious metal in Q3, supporting its rally to $30/
oz this quarter. Global ETF inflows saw another
round of expansion, reaching record highs of
8.907moz in August. Silver is poised for another
quarter of growth, yet, slower to the one seenin
Q3. In Q4, as repeated lockdown measures
threaten industrial demand, silver is likely to
hold on to its safe haven properties. Ultimately,
we do not foresee sustained dollar strength in
Q4, especially as the next stimulus bill is in the
talks, and the upcoming US elections could
throw in some uncertainty into the US outlook,
supporting the outlook for silver. Range: $23

- 33/oz..

Palladium (Pd)

In Q3, palladium prices picked up higher to
$2,400/0z, on trend to come back to record
highs, as a rebound in Chinese car sales helped
fuel demand for petrol autocatalysts. Indeed,
the global ETF holdings picked to the highs last
seen in March 2020, further widening the gap
between platinum and palladium investor
demand. The coronavirus crisis looks to weigh
on the US economy heading into Q4, and while
car sales are expected to grow month-on-
month, demand remains low relative to 2019.
As fundamentals remain weak and industrial
demand to remain dormant, investor demand
might support prices further into Q4. Range:
$2,050 - 2,600/0z.

Platinum (Pt)

Industrial demand for platinum is likely to remain
moderate in Q4, as the metal could continue
suffering from the pressures of the second
wave of coronavirus infections. The price of
platinum, however, lagged palladium as
diesel-engine catalytic converters lost ground
to petrol-powered vehicles during the
pandemic. Ultimately, lower-than-expected
mining output should outpace softer demand,
and, subsequently, support platinum prices
higher in Q4. Range: $800 - 1,050/0z.



Sucden Financial — Quarterly Metals Report
Analysis and Forecasts for Base Metals, Precious Metals, Iron Ore & Steel

Market Overview

Global Outlook: Markets rallied sharply from their virus lows, driven by
continued policy support as well as the economic re-emergence from
one of the deepest recessions in the last century. At the same time,
activity restarts took place; however, the rate of recovery has not been
uniform globally, driven by differences in containment measures. While
new daily global cases continue to beat record highs, the number of daily
deaths is lower than during the first wave, which might explain the
market's muted market response. The speed of vaccine development
has surprised to the upside; however, even the most optimistic forecast
is for the release to take place in 2021. The global sentiment has shifted
once more - from increasing pressures to reopen to the reintroduction of
lockdown measures to prevent the spread of the disease, and so we
would expect the economic recovery to be gradual.

Western Economies Interest Rates
Global interest rates are to remain lower for longer.
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In Q3, we saw a surprising behaviour in equity prices. Indeed, the S&P
500 is up 52% since bottoming in March, and is at pre-crisis levels. One
explanation is investors' overestimation of economic contraction earlier
in the year, reflected in price retraction. However, once it became clear
there is a path to recovery, prices came back to normal levels. Record
monetary injections by the central banks, along with low-interest rates,
led to a surge of the money supply. Among the major advanced
economies, the US saw the largest increase of 28.4% m/m in money
supply in August. With less money being spent on goods and services,
investors were seeking better returns, found in equities. Looking at
current price levels, it seems that equity markets are exhibiting valuations
typically seen after years of strong returns. Indeed, the pandemic-driven
decline in the US bonds yields has pushed equities to the forefront of
market focus. The price-to-earnings ratio is now at the highest level
since the dot com bubble early in this century.

The global outlook remains supportive relative to the lows seen in Q2;
however, we would expect to see increased volatility around the US
elections. Indeed, if the risks surrounding the upcoming presidential
elections in November prevail, this will create uncertainty around tax
changes, government regulations and the trade relations with China. If
the COVID-19 related uncertainty persists, we would expect the drag on
global growth to limit the extent of the dollar decline, as its safe-haven
status could shine once more. Additionally, if the recovery in the US
continues, it would be hard for the US dollar to drift further down. On the
flip side, the speed with which the vaccines arrive should also influence
how fast the dollar falls from current levels.

Oil futures fell marginally under new pressures in Q3 on concerns that the
demand might take much longer to bounce back. Indeed, while
consumption did not recover to pre-pandemic levels, the combination of
partial demand recovery and supply-side cuts supported the prices in
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August. Ultimately, in the absence of demand improvement in the
upcoming quarter, we are likely to see more downward pressures as
global oil prices continue to reflect the changes in demand.

In September, Brent crude prices averaged $41/bl; while up from $29/bl
in June, still down $4/bl m/m. Indeed, in comparison to the May-July
period that saw an increase of 4.1m bpd in consumption, consumption
was only up by 1.0m bpd in the August-September period, highlighting
the diminishing global demand in Q3. Even though inventory draws are
expected in the coming months, EIA forecasts that high inventory levels
and surplus crude oil production could cap growth in oil prices.

From the supply side, OPEC and Russia are currently withholding 7.7m
bpd of combined crude oil production from the market in hopes of
rebalancing supply to already-low demand. While OPEC has pressed for
further compliance towards supply cuts, some producers, such as UAE,
Irag and Nigeria have already overproduced, threatening the legitimacy of
supply cut promises.

Manufacturing PMIs
Activity at pre-pandemic levels; however, month-on-month growth remains slow.
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Unlike the service sectors, manufacturing in Europe continued to
improve, with September PMI figures increasing to 53.7 from 51.7 in
August. The September figure is the strongest level in two years,
indicating the strength of global demand growth for eurozone exports as
well as internal demand for durable goods. Indeed, rising levels of exports
supported new orders and output, and operating conditions have now
been improving for three months in a row.

In the US, manufacturing activity has also been trending higher, with the
latest September Markit PMl index at 53.3, up from 52.7 in August. The
data indicated the sharpest improvement in operating conditions across
the sector since early 2019, supported by a faster expansion of
production and new orders. As a result, firms continued to hire following
further upward pressure on capacity. The outlook deteriorated, as
companies grew more concerned about the repeated local lockdown
measures and uncertainty caused by the upcoming presidential election.

China's manufacturing economy retained strong growth momentum in
September, with firms signalling further increases in production and new
work. The month-on-month growth, however, has slowed down, declining
down from 53.1 in August to 53.0 in September. Nevertheless, new
business expanded at the strongest rate since January 2011, supported
by a strong rebound in exports.

US: In Q3, we expect to see a rebound in growth, especially after the
economy has fallen by a record 31.4% annualised g/q in Q2, mostly led
by a recovery across the states. For the last quarter of the year,
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headwinds prevail, as localised outbreaks and a delay in the next relief act
by the Congress poses further threats to recovery. Indeed, if an
agreement is not reached, 4% of GDP will be lost through a decline in
consumer income. We assume that a drop in unemployment insurance
payments will continue to impact consumer spending. Despite the US
election becoming the spotlight of the upcoming quarter, the next round
of stimulus is likely to arrive this year, with Pelosi set to achieve a deal in
November.

As we set on a path of moderate economic recovery, the US dollar could
weaken given its counter-cyclical behaviour. However, we expect that
COVID-19 uncertainty will prevail through Q4, which will be the
beneficiary of greenback performance as we have seen flows into the
dollar following global uncertainty. Moreover, if the recovery in the US
accelerates, it would be hard for the US dollar to drift further down.

Although the impact of the coronavirus on the US economy has been
profound, the result of the upcoming presidential election in November is
likely to have a significant effect on the global economy in the upcoming
quarter. Trump's 4-year long term has led to restricted trade and
immigration, enhanced domestic agenda and departure from major
alliances and treaties. Biden, on the other hand, has differing opinions,
looking to be more open in trade, immigration and cross-border
investment. While policies of Biden vs Trump will differ significantly, both
are likely to be big spenders. Indeed, we believe that both candidates are
likely to enact policy that will have a positive economic impact to revive
the economy from the COVID-19 crisis.

At the time of writing, the Economist forecasts that, with a 92% chance,
Joe Biden will win the electoral college and, with a 99% chance, he will
win most votes. Indeed, it is crucial for a candidate to achieve most
electoral college votes to not to repeat the outcome of the 2016
election, where Clinton received more votes than Trump did, but Trump
received the majority in the electoral college. With the BBC forecast more
moderate, the national polls still favour Biden at 52% win. At the time of
writing, Florida, a key state for Trump's win, is leaning towards Biden.
Indeed, we believe that President Trump's recent COVID-19 diagnosis
has added further uncertainty to the outcome of the election.

Despite Biden's consistent lead, headwinds to his win remain, including
the Republicans’ advantage in the electoral college and the significant
lag in the processing of the mail-in ballots. Despite the continued
uncertainty, we believe that the most likely scenario is the US ends up
with a divided government, which could imply a Biden administration with
a Democratic House and Republican Senate. This scenario would lead to
a continuation of political gridlock that would prevent major legislative
programmes. Another scenario would be that the Democratic sweep of
the House and the Senate. This could significantly push the Biden's
infrastructure and green policy packages on top of additional stimulus
measures towards the pandemic.

US Unemployment vs Manufacturing vs non-Manufacturing PMIs
Manufacturing and non-manufacturing sectors remain under threat.
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In September, the labour market slowed considerably, with the number of
new jobs created at the lowest level since April. Overall employment
remained far below the level seenin 2019, and the unemployment level
fell to 8.83% in Q3, past its peak of 13.03%, as fewer people were
seeking and finding work. Still, we saw that personal income fell sharply,
down 2.7% m/m in August, due to the expiration of government transfer
payments, which were down 14.8% m/m. Spending, however,
decelerated only modestly even as households significantly reduced the
use of savings. While the next stimulus bill is still in the talks, we would
expect to see more fiscal support before the end of the year. In the
meantime, we would expect spending to weaken ahead of a surge of
employment.

Europe: Economic indicators have rebounded through Q3 2020, thanks
to the partial relaxation of lockdown restrictions. Infections have been
rising, but death rates remain low due to the shift of infections towards a
younger age group and, subsequently, more effective treatments. The
Euro area’'s GDP fell 12.1% g/q in Q2, well below of that seen in the US
and the UK. Europe's disadvantage heading into the pandemic has been
the lack of monetary policy ammunition; interest rates were already
negative and many countries, such as Germany, had strict fiscal deficit
limits. This crisis, however, has urged the bloc to act immediately, and
Europe has released the €1.6tr planned stimulus support and kept the
pandemic emergency bond-buying programme running through
mid-2021.

EU Industry Growth, Manufacturing and Construction PMls
Construction and manufacturing PMIs remain relatively unchanged.
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Although the size of economic contraction in Europe may be smaller
this time around, activity is clearly slipping in the most affected areas.
While there has been a resurgence in infectious rates, the high-frequency
economic data suggests a pause in the recovery rather than a decline,
but economic conditions could deteriorate further should the number

of cases continue climbing. One of the examples of the slowdown is the
services PMI, which declined from 50.5 in August to 47.6 in September,
indicating that activity contracted.

Q3 is projected to increase by 8.4%; thereafter, the rate of growth given
the partial success in containing the virus. Continued measures, together
with elevated uncertainty and worsening labour conditions, are expected
to weigh on demand in Q4. Nevertheless, substantial support from
monetary, fiscal and labour market policies should help support incomes
and limit the implications of the effect of coronavirus. For 2020, the GDP
in the euro area is projected to fall by 8.0%.

Fiscal stimulus has supported household consumption, mostly through
furlough schemes, but weak labour markets are likely contributing

to the low level of consumer confidence. In August, personal and
business savings have increased, suppressing demand. However, while
unemployment levels remain low comparing to other economies, many
remain on the furlough schemes that have been extended until 2021-
2022. We believe that re-introduction of strict lockdown measures,
highlighted by the situation in Madrid, could further dampen the labour
employment performance in Q4 2020.



Sucden Financial — Quarterly Metals Report
Analysis and Forecasts for Base Metals, Precious Metals, Iron Ore & Steel

The UK has been hit hard during the pandemic, and additional travel and
domestic measures have been reintroduced to contain the second wave
of coronavirus-related infections. Economic uncertainty is compounded
with Brexit negotiations in Q4 2020. As the deadline for the agreement is
approaching, itis becoming clearer that the UK and the EU are not going
to reach the deal this year, which is most likely to cause a significant
shock to the UK economy. Indeed, the BoE has begun to consider

the implications of negative interest rates on the economy, given their
implementation in the case for a hard-Brexit scenario.

China: The recovery in China has continued through Q3 2020, with the
service sector catching up with the manufacturing. Construction activity
has seen a significant improvement in the last couple of months, and
there is a large pipeline of infrastructure projects to be started. Indeed,
infrastructure investment has picked up by 7.70% y/y in August, in line
with the pre-pandemic levels. To encourage spending, the government
announced further stimulus measures, including coupons to households.
At the same time, the central bank has made the monetary policy more
accommaodative, by lowering the loan prime rate from 4.15% in January
to 3.85% in September. While the fiscal policy is set to remain supportive
through the rest of the year, the stimulus still will not match that seenin
2015/16 as the government remains worried about excessive levels of
debt.

Retail Sales vs Private Investment vs Industrial Production
Production at pre-pandemic levels - retail and investment muted.
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Meanwhile, high-frequency data shows that consumption recovery
momentum has remained intact. In July and August, most activities
returned to normal, from restaurants to air travel internally for vacations.
The hotel occupancy ratio returned to 70% in August, and domestic
travel is up to 90% of pre-pandemic levels. One of the biggest trends of
consumption is reshoring of overseas consumption. Indeed, with
international travel remaining low, Chinese consumers shifters their
purchases to the homeland. Indeed, luxury goods reported a 20% yly
growth in Q2 in China.

While geopolitical risks are on the rise again, we do not foresee Phase
One of the trade deal to be dissolved in the short term. Additionally,
improved domestic performance should support recovery in Q4,
especially, given controlled outbreaks across the rest of the world.
Nevertheless, we think the phase one of the trade deal will remain intact
as the election comes to the forefront of market focus. Indeed, a new
threat could become a risk and further strain US-China relations,
especially if Trump is re-elected in November. Biden's win could reduce
the chance of new tariffs; however, China's reputation as a "trade abuser”
could put the trade relationship on hold for the long term.

Nevertheless, despite this situation, the Chinese government continues
to encourage inbound investment by US companies, and many appear to
remain committed to participating in the Chinese market. Indeed, in
September, US import levels from China have remained on-trend in the
last two years, pointing to continued trade flows between two countries.
Meanwhile, global investors remain optimistic about China. Inflows of FDI
was up a strong 18.7% y/y in August, as the government encouraged an
inflow of capital as part of its aim to create a larger capital base from
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which generate future growth. Also, the government reported that
Chinese banks increased lending by 29% m/m in August, with lending to
businesses up by 119% m/m. The rising credit demand highlights the
growing business confidence about the state of the economy, as well as
the easing of credit conditions by the PBOC. We, therefore, believe that
this rise in business credit could lead to an acceleration in investment in
the medium term.

Emerging Markets: In Q3, in line with the rest of the world, we saw
significant recoveries in emerging markets, with MSCI EM Index rising
8.90% to climb just below the pre-pandemic peak. Emerging markets
owed their positive performance to a global risk-on environment. Indeed,
the Fed inspired investor confidence by leaving the interest rates low and
adjusting their policy to new inflationary targets for the long term.
However, just as in the US, equity performance was attributable to
technology and e-commerce success in the quarter. We expect a bumpy
recovery, with repeated coronavirus outbreaks having a long-lasting
impact on the outlook. However, the major headwinds prevail — upcoming
US election, as well as the trade, spat between China and the US.

Emerging Market Currencies
Brazil and Russia have suffered currency devaluations.
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With some countries still struggling with second or third waves of
coronavirus-related transmissions, others are seeing containment
measures eased to gradually reopen the economies. The economic
shock's size, however, varies greatly across the region, depending on the
size of balance sheets. Asian economies, for example, remain resilient

to the shocks as strict lockdown measures stalled within-country travel.
Other economies, such as India, Russia and Mexico, have crossed the
highest level of new daily infections globally and, therefore, are likely

to suffer significant economic damage. The most optimistic forecast

of avaccine release in 2021 suggests that the economies will have to
open up irrespectively to set on the path of economic recovery. Indeed,
despite the newly-introduced pension reform as well as the interest rate
cuts throughout the quarter, the continuing number of cases are likely to
add additional pressure to strained fiscal accounts in Brazil. Their budget
balance as % of GDP has already fallen sharply, down to 12.98% deficit,
the lowest level since the recording of data in 1996.
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Aluminium
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Summary Falling inventories, rising investment funds net long position, and the weaker US dollar helped give rise to aluminium

prices. However, production in China remains very strong, and high bauxite imports and alumina production suggests
aluminium production will continue in the coming months. High levels of monetary and fiscal stimulus will help provide

support to the construction industry, especially residential housing. The automobile sector has woken up, which
provides tailwinds to demand, but the rising COVID-19 cases and increasing lockdown restrictions continue to

prevent economies from recovering further.

Q3 Recap: Aluminium prices gained ground this quarter, as investors
become more optimistic about consumption as lockdown restrictions
were eased across the globe and the industrial, manufacturing, and
construction industries restarted and with-it material consumption.
Aluminium prices gained 9.12% this quarter and closed at $1,765/t after
prices failed above $1,800/t. We have seen prices push to $1,850/t since
the start of the Q4. Sentiment has been volatile as investors have to deal
with vast stimulus measures, rising virus cases, and ever-changing
lockdown restrictions. We expect this trend to remain the case as we
await a vaccine and cases in Europe increase significantly threatening
the recovery. Economic data has plateaued, and the recent spikes in
cases give data a moderate downside bias in the near term. SHFE
aluminium prices consolidated in Q3 up 2.34%, after a strong Q2.

China Industrial Output — Primary Aluminium vs Imports
Bauxite imports into China and Alumina output suggest high output of primary
aluminium in the coming months.
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Outlook: Chinese aluminium output has continued to trend higher in
recent months, with NBS data suggesting output surpassed 3m tonnes a
month every month since June. Output of primary aluminium reached
3.171m tonnes in August after 3.096m tonnes in July, up 5.5% y/y and
3.10% y/y respectively. We expect production of primary aluminium
prices to continue as new capacity has been commissioned this year.
The strong rally in prices will keep production of primary aluminium
strong as higher cost producers keep production levels elevated, in the
long run, this will keep prices subdued. Lower cost producers have
suppressed the cost curve, and this will also suggest higher output levels
for longer. Cumulative production of primary aluminium reached 24.2m
tonnes in August, up from 23.46m tonnes through to the same period
last year. Output of aluminium alloys consolidated in 2020 with August
production falling to 812,000 tonnes, down from 816,000 tonnes in July.
Incidentally, this was the lowest level this year since March when output
was 727,000 tonnes. In line with weaker production levels aluminium
alloys on a month-on-month basis, cumulative production reached
5.86m tonnes in August, which is down from 6.086m tonnes at the same
period last year. According to NBS data, output of aluminium products
has fallen from their high in June from 5.57m tonnes to 4.86m tonnes in
August, up 11.4% y/y. Cumulative output for aluminium products reached
34.99m tonnes in 2020 through to the end of August, up 5.5% y/y.
According to IAl, global production of aluminium decreased to 5.485m
tonnes in August, down from 5.489m tonnes the month prior. We expect
most of the improvement in output from China as the RoW struggles to
keep up.

Chinese bauxite imports trended higher with aluminium production.
Unsurprisingly, in August imports totalled 10.32m tonnes, down slightly
from 11m tonnes in July. We expect this trend to continue as new
capacity for aluminium comes online, and production levels push ever
higher. Imports from Guinea fell back to 4.9m tonnes in August. Bauxite
CIF edged to $39/t as of October 12th, and we expect demand from
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China to remain strong as they keep aluminium production at high levels.
Domestic prices of bauxite have remained relatively constant. Alumina
chemical grade production on a global scale has weakened according to
the IAl, with production at 625,000 tonnes at the end of August, 296,000
tonnes was produced in China. NBS data shows that output of aluminium
oxide reached 6.45m tonnes in August, up from 6.10m tonnes in July.
According to SMM alumina production was 5.76m tonnes in August, up
1% m/m from July and 3% y/y. Cumulative output is slightly down on last
year, but rising production will present further pressure on alumina prices.
China imported alumina min 98.5% from Australia FOB has started to fall
to $276/t. Alumina prices in China have consolidated in recent weeks,
and stand at 2,334RMB/t. With bauxite imports strong we expect alumina
to soften in the coming quarter as production remains strong.

3-month vs Alumina 1st Generic FOB
Strong Alumina production will cap price gains in Q4..

—LME 3-month Ali [LHS] Aus Alumina 1st FOB [RHS]
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On the demand side, we are seeing some softness in demand from China
following the national holiday. According to an SMM survey, downstream
business owners are not optimistic about consumption in October, but
as we move into the final months of 2020, we could see consumption
improve once again. However, extrusion demand in September was
unchanged from August and with expectations for an October low, there
is little prospect for change in the near term. Stimulus measures around
the world still hugely expansive, but rising cases in Europe will certainly
cap demand as restrictions in the bloc rise once again prompting leading
economic indicators to weaken in the near term. Operating rates at
construction aluminium extruders have remained constant since April,
above 60% and rates ran 62.32% in August. Industrial extruder operating
rates have been slightly more volatile and increased up to 64.6% in
August. As mentioned, demand has plateaued, and we could see
inventories rise in the near term. Inventories of billet at five major
consumption areas have risen sharply in recent weeks to 105,700
tonnes as of October 9th, a weekly rise of 42,000 tonnes. Imports into
China of unwrought aluminium & products rose sharply in 2020, reaching
429,000 tonnes in August, up from 391,000 tonnes in July. As
mentioned, demand conditions have started to waiver, and this may
prompt further rises in domestic inventories.

The export market is weak; Chinese exports of unwrought aluminium and
aluminium products have been low this year due to COVID-19. However,
following the easing of restrictions and mass economic stimulus,
month-on-month figures have shown signs of improvement. In August
exports reached 395,000 tonnes, up from 373,000 tonnes in July. YTD
exports reached 2.46m tonnes in August, but the primary market still
lags, data suggests that exports of primary aluminium were 249 tonnes
in August. We expect demand in the construction sectors to improve,
especially in residential housing, due to low interest rates boosting
mortgages and housing. Housing starts in the US strengthened since
April, reaching 1.416m units in August, slightly down from 1.492m units in
July. However, the trend remains intact, and we expect cheaper access
to capital through low rates to support housing permits which increased
to 1,476m in August, marginally down from 1,483 in July. In Europe,
construction PMI was 47.5 in September, the lowest level since May as
construction output in Germany and France declined. New orders and
employment declined once again, and this is expected to remain the
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case in October and November as cases rise, overall business
expectations are weak, and this will suppress demand for aluminium

US Construction Spending vs US Housing Starts
US housing and construction market is benefitting from reduced borrowing costs.
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Auto demand for aluminium is improving, not just through stronger
production levels as the globe recovers from the first wave of COVID-19,
in some regions more successfully than others. In China, vehicle
production was 2.119m units in August, marginally down from July and
June at 2.2017m and 2.325m units respectively. Passenger vehicle
production also started to plateau in August at 1.694m units, down from
1.729m units in July. In the US, seasonally adjusted producers reached
11.3mn units in August, down from 11.9m units in, total autos were 2.5m
units with trucks making up most of the output at 8.8m units. The trend of
higher aluminium content will continue this year, in the US vehicles on
average contained 449/Ibs of aluminium, higher than the aluminium
content in China's vehicles which have 400/Ibs per vehicle.

Investment Funds Total Position vs Change in Investment Funds
Position vs 3-month LME Price
Rally in price prompted by a strong increase in the Investment Funds Net Length.

mChange Investment Funds Net Total —3-month Price

100000 3000

2800
80000

2600

60000

2400
2000 -
- A\ W -
| | M‘ ‘
L ‘ M o Kl AN L1 Uil w0
‘I\“'lu\w\wuu e t

000

1400

Contracts

Sitonne

°

-20000

-40000

1200

-s0000 1000
r Apr May Jun Jul Aug Sep Oct Nov Dec Jan FebMar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep
R T e et A P T R e R e A I Pl e B e e

Source: LME, Sucden Fin:

The commitment of traders' reports for the LME has seen an increased
correlation between the investment funds position and the change in
3-month LME price. The correlation reached 0.4 compared to the
investment funds and credit constitution correlation, which stands at
-0.06146. LME prices rallied in recent months despite the downbeat
demand outlook, but the vast amount of stimulus measures and
backwardation in SHFE is supportive in. The commercial undertaking
short position also declined in recent months as prices have rallied away
from them. Low levels of social inventory in China could support prices,
and in the longer run stimulus measures could cause premiums to rise,
as we have seen with the US Midwest aluminium ingot premium rally to
$320.90/t as of September 2020. Falling inventories have helped
support the outlook of aluminium demand with LME inventories falling to
1.42m tonnes as of October 12th. Continued withdrawals would prompt
further positivity into the market, but we doubt physical demand is
strong, and production levels in China remain very strong.
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Summary The copper market fundamentals point to a correction in the downside as output in China is strong, and inventory

levels have increased, however, risk appetite remains with the expansive monetary conditions. Demand in China is
robust, and global fiscal stimulus should support RoW consumption. Rising cases in Europe are a worry and will act as
a headwind to price, but a weaker dollar from the US election outcome is supportive. On the supply side, output is
improving, and we do not expect any further declines at this time. We expect TCs to improve in the coming months
above $58/t. We expect investment funds to maintain a long position but do not expect economic data to post strong
gains in Q4 which will dampen sentiment. The US election is a risk event, but when we look at the possible scenarios,
there is a bullish case for copper for most outcomes.

Q3 Recap: Copper prices continued the trend from Q2 as demand
optimism improved due to the easing of lockdown restrictions.
Consistent with our previous report and our upside forecast, prices
peaked above $6,800/t at $6,877.50/t. As we moved through the quarter,
economic data plateaued and cases of COVID-19 started to rise once
again in Europe, prompting restrictions to increase once again. Prices on
the LME gained 10.5% in Q3, aided by falling LME inventories which
declined 66% to 73,625 tonnes. However, inflows of material in
September saw stocks fall 20%. We also saw some support from the
weaker dollar and strengthening CN, but prices have stalled as these
currencies have consolidated. SHFE prices also consolidated up 4% in
Qg, after failing above 54,000RMB/t. SHFE deliverable stocks have
improved in Q3 to 156,454 tonnes as of October 9th. We saw the cash to
3-month spread tighten into $40/t backwardation in Q3, as there was
some tightness in the market and cash was continually bid, this pressure
eased, and we traded at $10.25/t contango.

Outlook: Copper mine supply, like other base metals, has been heavily
impacted in 2020 due to social distancing measures, and national wide
lockdowns. Major mining countries saw declines in outputin H1 2020
which caused tightness in the concentrate market. Codelco, Southern
Copper, First Quantum Minerals and Lunding Mining saw year-on-year
gains for production. Peru was heavily impacted by the global lockdown,
with output down by 20.4% y/y in H1 2020, other metals mining activity
such as zinc, lead, tin, gold, and silver were also down year-on-year
during the same period. Peru copper output has started to recover and
was at 180,000 tonnes in September, up from 111,700 tonnes in April.
We expect mining output to have increased since the start of H2 2020.
Copper production in Chile is well known for disruption due to worker
strikes, but this year COVID-19 has prompted the government to extend
the state of catastrophe for another 90 days.

Chile Concentrate and Cathode Exports vs Chile Concentrate Output
vs Peru Output
Output starting recovery in Q3 2020 Q2 lows, improving concentrate availability.
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Theoretically, this would keep mine supply on the back foot, butin
practice, output has managed well through this catastrophe period. In the
first seven months of 2020, output increased to 3.31m tonnes, up 1.86%
yly compared to the same period last year and Codelco output was up
4.1% in H1 2020 to 744,000 tonnes. Even with the virus not under
control, we do not expect mine output to see a considerable downside.
The SMM copper concentrate index with concentrate having a copper
content of 22-36% CIF has been falling since April 2020 from $68/t to
$48.45/t in September. Chile concentrate exports have started to
improve in recent months, and this has helped the relative tightness in
the market. Total production has been strong as mentioned above, and
the value of exported products has been improving this year, and this is
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expected to remain the case in the coming months despite the downside
risks to prices from COVID-19, geopolitical tensions, and risk to the
dollar. Output from Chile is improving, and we expect this to remain the
case in Q4. China copper concentrate TC 25% CIF has fallen since
March due to the reduced availability and steady demand from Chinese
smelters.

Output of copper from China continued to remain strong despite
tightening mine supply. Chinese copper cathode production reached
815,900 tonnes in September up from 810,500 tonnes the month prior
and the strongest monthly output this year, according to NBS data.
Indeed, refined copper production was the same, posting a YTD high in
August 894,000 tonnes, up from 814,000 tonnes in July. The year-on-
year output of refined copper was up 20% in August and has been up
every month so far this year. This outlines the strength and resilience of
the smelters, however, if output remains this high, we expect further
tightness in the concentrate market, as well as some excess material in
the market due to weak consumption outside of China. Cumulative
output for refined copper has reached 6.527m tonnes as of August
2020, with cumulative output of copper products at 13m tonnes. These
figures are higher year-on-year, but we know global demand is down. This
outlines strong consumption from China this year but also the
disconnect in the market between the current price and underlying
demand. We attribute this to the expansive stimulus measures from
governments and central banks, boosting liquidity and future demand.

China Refined Output vs Copper Products
Output in China has been strong, and this is expected to remain the case..
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Low interest rates and stronger sequential economic data through Q3
improved risk appetite and the weaker dollar gave rise to prices. The
strengthening renminbi was exemplified by the increase in Chinese
imports in September, and this will continue to in the near term. The
exports of unwrought copper and products have started to improve but
are still coming from a low base, standing at 54,290 tonnes. Imports of
unwrought copper and copper products have also surged this year off
the back of strong industrial and construction activity. Imports reached
722,000 tonnes in September against this year's monthly average of
584,881 tonnes through the first nine months of the year compared to
417,000 tonnes for 2019. China is also accumulating reserves, and this
will keep imports elevated. SRB inventory has been increasing through
Q3 and reached 12,750,000 tonnes at the end of September. Bonded
warehouse inventory has been declining since May 2019 and stands at
2,495,000 tonnes as of September.

Domestic inventories for copper products in China are mixed, we have
seen a strong rebound in tube producers finished product inventory in
Q3, however conversely stocks of PSS finished products have been
falling, but so have inventory of PSS raw materials. Finished inventory at
wire producers have also increased to 23,300 tonnes, with raw material
stocks also rising, consumer stocks are also trending lower. Smelter and
refinery inventory has been falling, a continuation of this trend will prompt
further excitement about Chinese demand.
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China Product Monthly Inventory
Drawdowns of stocks for some copper products suggesting strong demand.
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Stimulus measures remain strong, and this will continue to support
consumption of copper. Retail sales are positive at 0.5%, and industrial
production is also strong at 5%. China's all-system financing was
3.582trn in August, up from the month prior and as stimulus remains
strong, we expect Chinese demand to be elevated as infrastructure
investment accounts for a large proportion of China's copper demand.
High-speed railways are particularly supportive of copper demand, as
well as smart cities, 5G, and data centres. According to Bloomberg,
national grid expenditure is up 1% y/y, which has prompted strong
demand, consumer demand is more fractious, especially outside of
China. Employment is declining, and as we move into Q4 and another
wave of virus infection, the outlook is uncertain. While countries have
managed to avoid national lockdowns, consumer and business
sentiment is downbeat about future activity.

Copper investment funds are at the top of the recent range of their net
long position; they seem reluctant to add further length. This could be
due to the stabilising dollar but also reduced risk appetite due to rising
cases. We have seen more producer selling as prices have rallied and
this could trigger some producers to be stopped out if prices break
$7,000/t, prompting further gains.

Copper COTR
Investment Funds increased their net long position, whereas commercial firms
have been upscale sellers.
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Summary The auto market has continued to recover, and new orders in Germany suggest this trend will continue in the near

term. We expect battery replacement demand to remain strong in Q4 following vehicles being idled for a long period
of time, and supply chain constraints. Domestic TCs in China and imported concentrate TCs have fallen, and this
could suggest some tightness in the concentrate market; however, Chinese lead output has been trending higher, and
this is expected to continue. Investment funds have switched to a net short, and the correlation between their net
position change and weekly LME price change has grown stronger. We anticipate lead suffering from high inventory
levels, and strong output in China, as demand continues to recover.

Q3 Recap: Lead prices were well supported in the first half of the quarter
as they tested $2,000/t, but as the fund position started to liquidate their
longs, and as material flowed into warehouses, futures retreated through
major support levels to $1,794/t. The auto sector has started to recover,
and we expect this to remain the case in the near term, which is a bright
spot for the market. SHFE first month prices stood at 15,105RMB/t
before the holiday. We have seen some withdrawals from SHFE
warehouses, and deliverable stocks stand at 16,804 tonnes.

LME Lead Warehouses vs SHFE Deliverable Stocks
Inventories have increased, but LME cancelled warrants remain subdued.
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Outlook: VDA German car production partially recovered from the
pandemic low but we saw output soften again in August to 203,100 units,
down from the 334,000 units in July. Exports have trended higher since
April but continue to struggle. Demand for autos has recovered since the
lows, but the lack of certainty surrounding future employment will reduce
demand for luxury items such as autos. The rise in COVID-19 cases in
Europe during August and September will present some downside to

vehicle consumption. German exports in August were 154,300, down
from the previous month at 242,800 units, however, in September the
export market rallied to 266,600. Low interest rates will keep financing
conditions accommodative and could provide support for vehicle
purchases, and we do not expect rates to rise in the next 12-18 months,
which may help to support battery demand. We are seeing order books
for German autos continue to improve with the IFO New Order Index
reaching 53.7, the highest the index has been since records started.
Business expectations have suffered slightly since cases have started to
rise once again, business expectations fell to 28.8 in August, down from
41.6 in July, which was the highest since 2004. Production of autos in
China reached 1.69m units in August, with year-to-date production at
11.17m units which is down 9.6% YTD Y/Y. August production data was
up 6.3% y/y but down 3.7% y/y. Commercial vehicle output from the
record high in June at 527,000 units, to 424,952 units, YTD production
has reached 3.25m units which is up 19.3% YTD Y/Y.

German Automobile vs German Manufacturing PMI
Auto exports are recovering, along with production and business expectations.

——German Export Orders [LHS] —GER PMI [RHS]
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The lead battery market witnessed stronger demand in Q3, with
improved mobility across the globe following lockdowns supporting
automobile demand. However, we also saw stronger demand for battery
replacements following the long period where cars were idled. The issue
was that collection rates and supply of secondary batteries was low;
however, this market has begun to wake up. Manufacturers were slow to
restart, which presented even more problems for companies who
adopted a lean ‘just in time' supply chain model. The shift in demand
seenin H1 2020 has become apparent since the lockdown restrictions
were eased. We expect this demand recovery to continue in Q4, and
collection rates to improve as well. Prices for recycled scrap lead
start-type batteries ex-VAT have increased significantly in recent months,
due to reduced availability and low collection rates. From the March low,
prices have gained 15.3% to $7,875/t; similarly, the deep scrap battery
ex-VAT has gained 14.92% to $8,475/t. As availability has improved,
prices have edged lower, and this could remain the case as producer's
operation rates have recovered. We expect demand from the automobile
market to improve as production of new cars rises.

China Battery Operating Rates
Operating rates have pushed back to pre-pandemic levels, and in some cases
surpassing previous levels.
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Operation rates for lead-acid producers and ignition lead producers in
China have been rising in recent months back to pre-pandemic highs,
with both around 80%. Lead-acid battery producers in the top 5 regions
averaged 72.72%, with the highest level of 88.28% in the week to
September 25th. Chinese battery exports reached 298.5m units in
August, which suggests continued improvement in the export market
Incidentally this is a record amount of exports and we attribute this to
improving business conditions and a backlog of orders. Domestically,
stockpiling was taking place in the run-up to the holiday in China, we
expect operation rates to remain constant throughout the holiday in large
producers. Medium and large Chinese secondary lead producer
operation rates have recovered, large producers are at the pre-pandemic
highs, around 57% and medium producer operation rates have
surpassed previous highs, operating at 54% capacity. Operation rates at
primary lead smelters have held steady in recent weeks at some of the
major lead provinces. Henan, Hunan and Yunnan provinces operation
rates averaged 59.3%, with Henan rates were the highest at 75.5%,
according to SMM.

Global lead supply has continued to recover, the most up to date data
suggests that global mine supply reached 425,864 tonnes in June, 55%
of which came from China. RoW production remains sluggish due to
capacity constraints and social distancing measures. South American
supply reached 28,762 tonnes up from 3,272 tonnes in March. We
expect this trend to continue in the near term and increase the availability
of material. Global refined lead production has continued to pick up in line
with mine supply.
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Chinese Lead Output vs Chinese Output Y/Y
Output growing at a robust level, but lower mine supply could present headwinds.
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China output produced 50% of the worlds refined lead in June, with
operation rates remaining high in recent weeks we expect refined metals
availability to improve. Chinese lead production has trended this year
despite the pandemic; August production was 564,000 tonnes which
was up 18% y/y, bringing cumulative output 3.98m tonnes up 7.6% y/y.
With the holiday in full swing, do not expect this to hinder production for
October. With demand still recovering we have seen an increase in
exchange warehouse stocks with LME stocks up 106% in Q3 to 137,000
tonnes as of October 1st, we have seen cancelled warrants increase
recently suggesting improved demand. SHFE inventories have fallen in
recent months by 37.85% to 16,804 tonnes. Off-exchange lead stocks in
China have fallen in Q3, declining from 47,700 tonnes on July 17th to
23,000 tonnes. Chinese lead ore imports have fallen from the YTD high
of 134,000 tonnes in July to 107,000 tonnes in August, significantly
below 2019 levels. This is expected due to the reduction in mine supply
this year. Similarly, exports ground to a halt this year with a total of 51.39
tonnes in July, in August we saw exports improve to 596.70 tonnes which
is significantly below the 7-year average at 1,888.85 tonnes.

Chinese domestic TCs edged lower in the last month in dollar terms TCs
have traded a range of $278.92-$322.92/t, with the average at $300.94/t,
$14.6/t lower than the previous month, according to SMM. TC for
imported lead concentrate has decreased by $35 this month to a range
of $90-120/t, averaging $105/t, according to SMM. Chinese lead
concentrate TC 50% CIF stands at $125/t as of September 29th. The
lower TCs suggest stronger demand for available material. Concentrate
availability has dwindled as a result of lower mine supply, and as Chinese
ore/concentrate imports fall material will become scarcer, even as
Chinese mine output improves. The import arbitrage window into China is
shut down the curve, and this looks set to continue. Increasing tightness
in the concentrate market may exert downward pressure on TCs in China
but with LME inventories have risen sharply, indicating plentiful refined
availability at this time.

The commitment of traders reports from the LME show that investment
funds recent reduced their long exposure and have flipped to being
short. The 30-day rolling correlation between the change in the
investment funds net position and the change in LME price has edged
higher to 0.531 as of September 18th, the highest it has been since
February. As funds are now short, and the correlation is stronger, this
could trigger lower prices in the near term as the selling continues. While
demand is improved, the large inflow of stock will likely weigh on prices
even though cancelled warrants have also increased. We expect material
to stay on warrant, the grand position for net other as reported by the
LME suggests a reduction in the long position as well. The z-score for
lead's grand other position is 1.4, above the upper quartile, which is 0.71,
marginally below the 4-week average as well. This suggests a reduced
appetite for lead from the long side. Indeed, we have seen a moderate
increase in the commercial short in recent weeks which could have been
down to opportunistic hedgers.
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Summary Chinese NPI has plateaued in recent months, and as mentioned in previous reports, we expect the reduced amount of

Indonesian ore imports to keep this trend intact. Chinese nickel ore imports have started to increase from the
Philippines, but we expect the annual imports to be lower in 2020. Stainless steel output has recovered well, and this
will remain the case in Q4 which will be a boon for nickel prices. EVs position in the market is going from strength to
strength, and we expect higher nickel content in batteries in the coming years to increase the energy density and
range of batteries and vehicles. We expect nickel prices trend higher in Q4 even with demand outside China lagging.

Q3 Recap: Nickel prices performed well in Q3, gaining 13.3% to close at
$14,517/t. Industrial metals have performed well as data from China
showed a strong recovery, throughout Q2 and Q3. Economic data in the
US and Europe responded as lockdown restrictions eased and
manufacturing and industrial production started to improve on a
sequential basis; however, data plateaued as cases started to rise and
restrictions were put back in place. There is a clear divergence between
the health of the US, and the European economy and China. China's
strength can be attributed to strong stimulus and domestic investment in
resource-intensive supply-side policies. SHFE prices also improved in Q3
with the 1st generic contract testing 123,000RMB/t, but in September,
bullish momentum subsided, and the market closed at Q3 at
113,000RMB/t. Nickel inventories have remained constant for much of
2020, with LME stocks at 236,088.

LME Nickel Inventory vs Ni Ore Inventory at 7 Major Ports in China
Ore inventory fell at Chinese ports, but exchange inventories remain constant.
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Outlook: Nickel supply for 2020 was expected to be lower this year due
to the Indonesia ore export ban, and this has rung true. However, output
is expected to increase in 2021 as the Indonesian smelting nickel
smelting industry continues to grow. We saw some mild flooding in
Indonesia recently, which halted some production in August, but this only
had a mild impact on output. Class 2 output of nickel is rising significantly
in Indonesia, and this will continue. Indeed, this comes at a time when
Tesla has suggested they will remove Class 1 nickel from the dissolution
process. Refined nickel production will continue to rise due to
developments in Indonesia; forecasts suggest we could see output rising
to 2.50m tonnes in 2021 before edging towards 3m tonnes in 2022 and
2023. The reduction in nickel ore from Indonesia has had a negative
impact on Chinese NPI production with estimates for the year at just over
500,000 tonnes. There is some downside to this figure as the exports
from the Philippines have been lower due to reduced mine output for H1
2020, which was 102,300 tonnes, down from 141,600 tonnes last year.
However, we have seen exports to China increase in recent months and
Wood Mackenzie suggest nickel exports to China could fall to 28m
tonnes in 2020, down from 30m tonnes in 2019.

Chinese imports of nickel ore have been increasing in recent months
reaching 4.903m tonnes in July and August shipments were slightly
down at 3.745m tonnes. Unsurprisingly, shipments for this year have
been considerably lower and have averaged 3m tonnes a month, versus
5min 2019. We expect arrivals to remain above this year's average for
the remainder of the year.
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Chinese NPI vs China 8-12% NPI Price
NPI output remains constant, as have operating rates - we expect this to continue.

China NPI Operation Rates % [LHS]
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Ore inventories at Chinese ports have remained steady in Q3 and closed
the quarter at 9.13m wmt up from 6.74m wmt at the same period last
year, according to SMM, with the majority in Lianyungang. Due to the
national holiday and stockpiling Shanghai bonded inventories have
increased to 22,800 tonnes of refined nickel, according to SMM. Imports
of ferronickel have also been on the rise since 2018, after spiking higher
to 473,000 tonnes in February 2020, when both January and February
were combined. Imports have steadied but remain on course to break
300,000 tonnes in the coming months. Imports for August were 291,924
tonnes, with domestic production of nickel pig iron are 44,680 tonnes in
September, near flat on the month as August output was 44,720 tonnes.
As mentioned, we expect China's NPl output to be limited by the
reduction in nickel ore imports, meaning the trend of higher ferronickel
imports is expected to continue. Nickel pig iron 8-12% prices have been
trending higher since April up 32.9% to 1,1760RMB/t, and operating rates
at domestic NPI mills have started to plateau at 67.94% for September,
along with prices and production. There is clearly spare capacity at
operating mills, but we anticipate output to consolidate for the remainder
of 2020..

Chinese Nickel Ore Imports vs Stainless Steel Production
Ore imports have improved, and so has stainless steel production in China.

Chinese Nickel Ore Imports (RHS) —Chinese Ni Stainless Steel Production (LHS)
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Crude stainless-steel output increased substantially in China from the
February low of 1.9m tonnes to 2.831m tonnes in August. This was an
improvement from July's 2.704m tonnes, and we expect production to
remain strong in the near term, but output gains will be more muted as
operation rates are at 99% unless more capacity is added, which is not
possible in the short term. Nickel bases stainless steel production also
recovered, reaching a new high at 2.335m tonnes as of August 31st. We
have seen a return to stainless steel billet production as it is exempt from
the anti-dumping duty, this has triggered output of billet to reach
180,000 tonnes in July and August, and exports to Chinain H1 2020
reached 310,000 tonnes. We continue to watch this trend, but according
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to reports, inventories of long product semis as inventories start to rise in
China. Inventories for cold-rolled coil have been falling, and since March/
April this year, Steelhome CRC stocks declined to 1,300,000 as of
October 2nd, with SMM suggesting total CRC inventories at 1,005,000
tonnes. Indeed, CR steel stocks at mills have started to increase during
the national holiday and stand at 350,000 according to SMM.

Nickel Premiums
Chinese nickel premiums have improved, suggesting stronger physical demand.
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Non-stainless-steel demand for nickel has been split in half due to
COVID-19, as industries such as the aerospace have been negatively
impacted, whereas there has been strong environmental push
throughout 2020 which may fast track demand from EVs. Orders from
the aerospace are weak, and we expect this to remain the case as travel
is restricted. Until there is a vaccine, orders for planes will remain
subdued. Nickel alloy demand as a result of the activity decline will
reduce consumption of nickel. The aerospace industry was rattled before
COVID-19 after the fatal crashes of 737 Max, Boeing has since
significantly reduced their orders of aircraft. In recent months we have
also seen adjustments in Rolls Royce's strategy, causing a reduction in
the number of orders delivered.

The EV market has recovered well, and we expect demand for EVs to kick
on in the coming months and years. Tesla battery day confirmed the
company's drive to reduce cobalt in their batteries; however, the search
to green nickel continues. Current waste management measures such as
deep-sea disposal have raised serious questions around nickel
production in EV batteries. Production of EVs in China has started to
improve, but on a YTD, basis remains below 2019 levels. Total production
for January to August is down 27% at 6,020,000units for NEVs. August
production reached 1,060,000 units up 17.7% y/y and 6% m/m. Sales
have also picked up in recent months, however, with August sales down
32.8% on the previous year according to the China Association of
Automobile Manufacturers. While sales were down 5.5.% at 980,000
units, on year on year basis, sales were 19.3% stronger. With more EV
models in production from car manufacturers, improving battery ranges,
and the costs of vehicles declining we expect nickel demand from the EV
sector to kick on in the near term, but what type of nickel? We heard from
the Tesla World Battery Day, that class 1 nickel will not necessary be for
battery production. Class 1 nickel has a purity over 99.8% and is around
55% of global production, and is nickel powders, briquettes, carbonyl
nickel and electrolytic nickel. Class 2 has a lower purity and is NP, laterite
ores, nickel oxide ferronickel <99.8%. Subsidies in Europe will incentivise
consumption in the bloc, autos registered up to the end of 2020 will have
a 10yr exemption and with if the price is less than € 40,000 will qualify for
a€9,000 until the end of 2021. We expect the demand for EVs in Europe
to rise towards 2m in the coming years, prompting a large increase in
nickel demand, in addition to this, production of EVs that are exported will
rise. However, in Q4, we expect EV sales and production to rise, boosting
nickel demand.
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Summary Demand is improving, outlined by the continued improvement of global semiconductor sales, and earnings potentials

for key semiconductor and consumer electronic goods. We expect producers are holding back for higher prices
before hedging as the balance of supply and demand moves to a deficit, and the supply outlook in the longer term is
convoluted. We believe that China's appetite for refined tin will remain strong, as well as for ore and concentrate. The

outlook for tin remains supportive and expect prices to push higher in Q4.

Q3 Recap: Tin prices appreciated in Q3, but gains were less pronounced
as economic data normalised, prices closed 3.79% at $17,494/t. The
high of the quarter was $18,225/t, but investors struggled for conviction
above this level as we saw inflows into LME warehouses. Inventory
closed the quarter at 5,475 tonnes up 54% in the quarter. SHFE prices
gained 3.62% at 144,000RMB. Deliverable inventories have edged
marginally higher in the last quarter. After the initial shock of the
pandemic, demand recovered well, and technology has benefitted from
the shift to home working and the digital age. This has also been to the
benefit of China and other Asian countries. The headwind to the solder
market is sanctions from the US on Chinese companies and Huawei who
have had to shift their business plan towards the cloud.

Global Semiconductor Sales
Sales are recovering, and we expect this to continue in Q4, despite trade tensions.
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Outlook: The PHLX semiconductor index continued to push higherin
the last quarter, gaining 12.55%. The technology rally has continued as
the current world order of working from home and quarantine benefits

the technology sector, despite large levels of unemployment. This shift
to at-home-working has benefited the semiconductor sector, as well as
other tech sectors such as chips which is less relatable for tin. The P/E
ratios have increased further in Q3 to 32.43, up from 27.03 in 2019,
gross margin for 2020 is down slightly from our previous report at
51.09%, whereas the profit margin for the index stands at 18.5%. The US
election is on the horizon and if we see a Biden win, with full control of the
Senate and House of Representatives. This may mean a more China-
friendly trade deal which could be bullish for some aspects of the
technology sector; however, increased regulations is a strong caveat. A
Democrat win could raise more questions than answers; however, the
strong levels on monetary policy stimulus from the Fed and other Central
Banks will limit the downside. The end of some unemployment schemes
due to the coronavirus will provide headwinds to the electronic products.
If the US government and House of Representatives can agree on
another pandemic relief package, some of these fears will subside.

South Korea Semiconductor Exports
Exports are rising, and is expected to continue in 2021, boosting solder demand.
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On a global scale, semiconductor sales have remained strong in recent
months and have shown strong resilience this year. After the strong
revenue in Q1 due to the shift to a working-from-home economy across
the globe, sales of semiconductors in June and July were up 5.1% yly
and 4.9% yly at $34.5bn and $35.2bn, respectively. This strong year-on-
year comparison saw global semiconductor sales improve to $103.6bn
up 5.1% yly from 2019, but down 0.9% Q/Q. From a regional perspective,
the sales in the Americas were up 26.3% y/y, China 3.5% y/y, and Asia
Pacific/All Other 1.4% according to the World Semiconductor Trade
Statistics (WSTS). We continued to see this strength in August with
global sales of $36.2bn, up 4.9% y/y with the US once again showing
strong signs of growth up 23.6% y/y with China up 3% y/y. We expect this
strength to be carried into Q4, which will boost solder demand and
therefore tin demand.

When we look at more specific companies for an idea of the strength in
the market. Taiwan Semiconductor saw net revenue of $10.38bn in Q2,
and guidance for Q3 is expected to be $11.2-11.5bn. Gross margins for
the latter quarter are expected to be 50-52%, with operating margins at
39-41%. On a month-on-month breakdown, the company continues to
show strength with revenue up double digits every month thing year on a
year-on-year basis, in February saw revenue up 53.4% y/y. Figures have
slowly normalised with revenue up 40%y/y, 25% y/y, and 15.8%yl/y in
June, July, and August respectively. Taiwan exports have been strong this
year as a result, in August exports reached $31.17bn as we saw
frontloading of Huawei purchases before the sales ban, according to the
Ministry of Finance. Electronic parts comprised of 40% of total exports at
$12.48bn, up 19% y/y. This highlights the strength of the electronic and
semiconductor markets. Strong figures from Samsung, where we expect
total revenues to be over $50bn, and we could see the company benefit
from the sales ban on Huawei. We expect to see server DRAM orders
recover from North America in the coming months and into 2021.

Chinese Refined Tin Imports vs Ore Imports and Indonesia Exports
Consumer electronics demand remain strong, boosting China's refined tin imports.

Refined Tin Imports [LHS] ——Indonesia Tin Exports [IHS] ——China Tin Ore Imports [RHS]
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Chinese customs data shows the trend of increasing refined tin imports.
Refined imports reached 2,750 tonnes in July, but we did see this figure
decline in August to 348 tonnes. Ore imports have averaged 14,636
tonnes and data for 2019 is not complete, but the average in 2019 to the
end of September was 15,515 tonnes. Despite exchange inventories
being relatively high, we could see imports for refined tin and ore
increase as consumption improves due to the strength of the consumer
electronic goods sector. Smelter output for tin has improved in
conjunction with demand, following maintenance during June and July, in
line with higher refined imports. We expect smelter output to trend higher
in the near term; imports from Myanmar have struggled due to flooding
and restrictions at the board due to COVID. Indeed, imports were down
36% yly in August and 45% m/m at 1,900 tonnes of tin concentrate,
following an estimated 3,500 tonnes July from Myanmar. Indonesian
exports to China have been hampered by the confirmation from PT
Timah in the last few months of lower output, H1 2020 production was
26% lower yly. Assuming PT Timah reach their target of production cut of
30%, this would mean an annual output reach 45,000 tonnes of refined
tin, according to the International Tin Association, PT Timah have a sales
target of 55,000 tonnes this year. We know that COVID disruptions have
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presented downside risk to output across the metals complex this year,
helped of course by weaker consumption. With SHFE and LME
inventories stand at 8,452 tonnes as of October 7th, imports into China
have become more volatile, and this could trigger drawdowns of
exchange inventories, and in turn, supporting prices. However, stocks
have trended higher since April but remain low historically and as
mentioned consumption is strengthening from consumer electronic
goods, as well as the growing market of energy storage and batteries.

Commitment of Traders
Investment Funds flipped to a net short, and we have seen commercial firms
reduce their net short position.
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Investment Funds Position vs 3-month LME Price
The 3-month price has trended higher as has the investment funds position,
reached the highest level since the new report started.
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The commitment of traders' reports for tin show an increase in the net
length for the last few weeks, to a net length of 1,556 contracts, up 249%
from the beginning of July. The correlation between the change in
3-month price and the change in net funds position has started to push
towards 0.2, conversely. The commercial undertaking position has
consolidated recently suggesting they may be holding out for higher
prices. Given the bullish structure from a demand perspective and supply
constraints from Myanmar, and PT Timah we expect the balance to be in
a deficit going into next year which is unlikely to such a devasting
demand shock. The total position for other financial firms has declined
towards the median, which has a z-score of -0.00448, once we
normalised for all metals. The current position z-score is 0.1701, down
from a previous of 0.4738, for context the highs pointis 2.19. This
suggests there is a large amount of capacity to the upside for tin;
however, investment funds hold the largest long position since the new
the LME COT reporting started in 2018.
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Summary

The recent decline in prices brought the rally into question. Premiums are still low and, but we expect appetite for Zinc

to improve following the correction to the downside. Demand ex-China is still lethargic, which continues to cap gains.
The LME inventories have been rising, with SHFE stocks falling helping affirm this trend. TCs are falling in conjunction
with imports suggesting some moderate tightness, but zinc output in China is still strong. A continuation of this trend
would see TCs fall further. We see some downside to the USD in the near term, which could provide support to Zinc,
and the US election could present further downside risk to the dollar initially.

Q3 Recap: Zinc prices were well supported in the first half of Q3 as
sequential economic data was strong, providing positive sentiment to
the market. As we moved through the quarter and economic data,
normalised gains were harder to find. The second wave of cases in
Europe set in, and the situation in the US is convoluted, and prices failed
to maintain their strength, closing the quarter out at $2,403/t, up 17.9%.
SHFE futures closed at 19,400RMB/t before the national holiday. Zinc
deliverable stocks have declined and since their peak in February are
down 71%. LME inventories have seen completely the opposite flows,
with stocks up 287% this year and in Q3 we saw inventories rise by 76%
to 216,725 tonnes.

Zinc 3-month Price vs Cash-3-month Spread
The cash to 3-month spread has been in constant contango despite the the flat
price in recent months.
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Outlook: Mine supply has started to improve, helping ease some of the
supply chain restrictions which has caused prices to soften recently.
Even though mine capacity is not 100% due to restrictions at the mine
until there is a vaccine these constraints are likely to continue, however,

producers will continue to learn what measures have worked and what
doesn't, helping improve efficiency and productivity. Mines with high
levels of mechanisation will be able to get reach higher production levels,
which mean large miners are not too far away from predicted production
levels for 2020. Global monthly mine output reached 1.105m tonnes with
half of this coming from Asia, an improvement from 1.01m tonnes the
month prior. Output at this level is near last year's highs, and we expect
output in H2 2020 to offset the losses in H1. CAML has resumed mining
at their Sasa mine in North Macedonia; they expect to achieve their ore
production guidance of 825,000 and 850,000 tonnes this year.
According to the International Lead and Zinc Study group, there was a
surplus of Zinc in the H1 2020; this was despite a 7.5% decline in mine
supply. We expect the surplus to continue, weighing on metals prices.
NBS production data for Zinc declined on a y/y basis in July by 0.3% y/y
but recovered in August up 5.1% y/y. Production has been improving to
540,000 in August, and 524,000 tonnes in July. Last year's high was
604,000 tonnes suggesting there is spare capacity in the market if this
capacity is utilised this will put further pressure on prices as social
inventories and exchange inventories continue, social inventories of
refined Zinc have fallen to 129,500 tonnes, according to SMM. This was
due to restocking as exchange prices weakened and some local
inventories needed to be replenished.

Chinese imports of zinc ore have risen sharply in recent months above
400,000 to 411,000 in August. We saw imports peak in February at
693,000 tonnes; however, we expect this figure to January and February
combined. With production continuing to rise, this could cause imports
to increase further, even as Zinc concentrate stocks at Lianyungang to
130,000 tonnes. However, this is marginally above the long-term average
of 128,000 tonnes, but more recently, stock levels have been higher.
Imports of refined zinc imports have edged higher in August to 46,610
tonnes which is marginally lower and this year's high, weaker production
outside of China and strong output in China will keep imports refined
material muted. Unwrought zinc & alloys imports were 52,384 tonnes,
another modest improvement. The export market is weak and due to
COVID and the second wave willmean a delay to stronger demand.
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Zinc Output vs Zinc Output Y/Y
Output has been strong in recent month, but there is still upside capacity.
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TCs have started to decline, and this suggests stronger demand from
smelters, and we saw some stockpiling of material before the national
holiday. Even with mine supply improving, there are fears of tightness in
the zinc ore market. TCs for domestic concentrate have fallen to average
5,700RMB/t with the range $4,900/t and $5,300/t, imported TCs have
also declined to average $110/t and $100-120/t. Chinese output of zinc
concentrate was down 3.1% in September according to SMM, but
profitability is strong and concentrate output will attempt to remain high.
The softer imports of concentrate and lower domestic production could
see TCs continue to weaken as supply becomes tight and output of
refined material remains strong. Chinese zinc production recovered in
August, and the tightness in concentrate supply may prompt stocks at
Lianyungang to decrease back below 100,000 tonnes. The Shanghai bill
of lading CIF has improved in recent months but has steadied at $90/t.
The zinc ingot grade 1 Shanghai premium has declined to $30/t as of
September 29th, down from $200/t on September 16th. The Chinese
warrant premium for Zinc in Shanghai bonded warehouse has also
started to edge higher trading at $100/t., well below the 5-year average
of $135.66/t. With LME prices falling in recent weeks, and premiums
lower, this suggests that even though we have seen an improvement in
demand in the near term. Global consumption levels are still low on a
historical level.

Zinc Operating Rates
Galvanising rates have been rising, showing strength. However, die casters struggle.

—Galvanising Next Month Galvanising Monthly ~ —Diecasting Monthly Rates ~ ——Diecasting Next Month

110
100

% /\/
80 \/

70 \,

60

%

50

40

30

20

10

Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
18 19 19 19 19 19 19 19 19 19 19 19 19 20 20 20 20 20 20 20 20
Source: SMM, Bloomberg

Zinc slab production was 1.15m tonnes in June, and like mine supply, this
output figure is near the highs of last year. China once again comprises
the lions share this year figure at 517,000 tonnes, with Asia producing
750,000 tonnes. Operating rates at galvanising plants in China have
reached 95% for July and increased further in August to 99% With next
month's rate at 99%, and this is the highest they have been that we have
recorded. Zinc galvanisers raw material inventory days have edged
higher in recent months to 9.1 days of consumption. This shows the
strength of the galvanised market, which we expect to continue in the
near term. The die casting sector is still far behind with operation rates
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improving modestly towards 40% for August. The auto industry has
started to pick up but, with operating rates low, demand for products also
remains weak. This could mean inventory levels for products made from
die casting such as engine fans and compressor valves, are high, or
demand still is not near the highs of last year. We know stimulus in China
has been strong, and we expect more of a fiscal response from other
major economies which will improve demand. Hot dipped galvanised
steel imports into China have increased to 105,000 tonnes in July, which
is the highest level since February 2020 but is well below the 17-year
average of 130,000 tonnes. Conversely, electro galvanised steel has
continued to trend lower, reaching 40,000 tonnes in July, the lowest level
since records started and is part of a long-term trend of lower Chinese
imports of electro galvanised steel. Export data for galvanised steel
products has not been reported since February this year, but we expect
numbers to show a large fall as the export market remains weak. The
trend in recent years has seen exports whipsaw but have been trending
lower since 2016, following years of rising exports, February data was
551,221 tonnes, the lowest level since 2014.

Zinc Net Total Position Per Category
Investment funds have seen a large increase in the net position but the commercial
undertaking.
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The commitment of traders’ data for the LME has shown a strong
appetite for zinc from the investment funds sector, as funds have flipped
to anetlong of 20,211 contracts as of September 25th. The correlation
between the change in the LME 3month prices and the change in
investment funds position fell to 0.249 from 0.4, which is a weak positive
correlation. We saw strong producer selling into the recent rally, with the
commercial undertaking position falling to a net short of 67,451. This
shows producers hedging their exposure and are currently in the money
following the recent selloff. Other financial firms and investment funds
have increased and once we normalise these data points, especially in
the case of other financial firms show that the current position is at the
top of the historical range with a z-score of 2.33 with the highest z-score
at 2.52. The medium is -0.104. The recent decline in prices could have
prompted a decline in the net position as profits started to dwindle.

Investment Funds Total vs Change vs 3-month Price
The increased appetite from the investment funds sector aided the zinc rally.
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Summary Chinese steel demand and output have been strong; finished steel inventories are high for this time of the year. The

export market remains very weak, and this is a worry for the market. However, the rally in iron ore has increased costs,
but steel prices have been no slouch, and profitability will keep production strong. Operating rates at blast furnaces
across steelmakers were 88.2%, and EAF furnaces reached 79.4% in the last week of September, according to SMM.
We expect iron ore prices to retreat in the coming months to $80/t as seaborne supply improves, and steel demand

growth starts to wane.

Q3 Recap: Strong iron ore demand in conjunction with reduced
seaborne supply prompted prices to test resistance at $130/t for the 1st
generic SGX TSI Iron ore CFR China. As supply improved, prices edged
back towards $120/t, but crude steel production is still strong, and
consumption of iron ore remains elevated. Profit margins for steel are
strong despite the increased input costs as a result of the iron ore rally.
Stimulus measures remain expansive in China, and we expect this to
continue, but the improvement of seaborne iron ore will weigh on prices
in the coming quarter.

Outlook: Iron ore prices were well supported in Q3, as strong demand
due to strong Chinese demand and tighter availability of ores from the
origin. According to Vale, production continues to improve as mine
capacity increases. Vale's Q2 2020 sales and production reports show
safety measures at mines have clearly reduced capacity, with a total
production loss of 3.5mtin Q2 and the company suggests a further
6.3mt of capacity is expected to be disrupted in H2, bringing the total to
9.8mt of for the year at this time. Cases in Brazil have stabilised, but the
threat of a second wave is very prominent in Brazil, as we have seenin
Europe and America. Vale's guidance for 2020 is 310-330mt, and we
expect the lower end of the range to be more likely. June production was
25mt above April and May, and we are expecting Q3 to confirm that
availability is improving. Pellet production was revised down by Vale to
30-35mt from 35-40mt the month prior, and sales are only down 8% in
Q2 2020 due to lead times between production and CFR sales.

Availability is improving, which is evidenced from the rise in Brazil iron ore
exports. Total exports for Brazil reached a year to date high in August of
35.8m tonnes, incidentally the highest total since August last year.
Shipments to China were 15.9m tonnes, once again this is the biggest
total this year, up from 9.58m tonnes in July. We expect this trend to
continue in the near term. The rise in exports has caused Chinese port
stocks to increase since Mid-June, inventory levels have reached to
120.30m tonnes as of September 25th, from SMM we see weekly
inventories stood at 109.95m tonnes as of September 25th.

China Iron Ore Imports
Imports recovered after a shaky few months due to COVID-19, alleviating tightness.
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The relationship between Australia and China is deteriorating, with China
banning Australian coal, but exports of iron ore had held up in relatively
well in recent months, until July when exports were 49.29m tonnes, with
August at 57.3m tonnes. The average monthly exports since 2014 is
52.193m tonnes. We do not expect Australian exports to China to
decline exponentially, but as tensions remain thwarted China may look to
higher quality fines from Brazil. However, in the week ending September
19th we saw a decline in arrivals at Chinese ports, but 2.4mt w/w. A total
of 12.2mt of iron ore arrived in the week, Shandong was down, but we did
see more arrivals at Tangshan. Arrivals from Australia were 2.09m tonnes
stronger y/y to 15.27m tonnes; we did see a decline in arrivals from Brazil
on the week. Prior to the National Day holiday, we saw some restocking
from still mills of iron ore; this was prominent last year when Jingtang and
Caeofeidain ports were shut during the holiday with transportations
halted due to environmental restrictions. Spreads between the high
quality and low quality has narrowed in the last month, with the CFR
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Qingdao spread 58-65% declining from -$27.9/t in June to -$16.6/t in
September. The FOT Qingdao 58%-65% spread is the widest at -$18.6/t.
Steel prices have increased, and with its profitability which could cause
the spread for higher quality fines to stay elevated.

Australia 62% Fe CFR N. China vs Brazilian 65% Fe CFR N. China
The spread between 62% and 65% Fe has widened in recent weeks but is well
below previous levels.

mm65% - 62% Spread (RHS) —Austrailian Fines 62% (LHS) ~—Brazilian Fines 65% (LHS)
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We expect the market's iron prices to trend lower for the remainder of
2020, as production from Brazil improves and Australia remains close to
record levels. The forward curve for the SGX iron ore 62% Fe is
backwardated. The curve is steepest out to July 2021 where prices
stand at $92.68/t. Chinese production of iron ore has held steady in
recent months, and output for July stands at 73,027 tonnes with
cumulative production for the year at 486,312/t, narrowly above the
same period last year. We expect prices to trend lower in the coming
quarters, but we know that demand from China is strong, and we believe
prices will average higher than the consensus of $75/t. Supply for next
year will increase, and this will weigh on the market, however, stimulus
levels are likely to improve, which may support demand. If governments
adopt a supply-side approach, this would be beneficial to the
macroeconomy through positive multipliers. Interest rates are low, and
this may mean production increases now as the discount rate (the rate to
determine the present value of future material extraction). A high
discount rate will reduce the present value of the iron ore; therefore, a low
discount rate would increase the present value of the iron ore, prompting
increased production levels, causing an oversupply.

Finished Steel Inventories
Inventories are historically high for this period of time, suggesting stronger demand
for certain products.

Cold Rolled Coil = Hot Rolled Coil = Medium Plate = Wire Rod = Rebar
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Crude steel output has reached a record of 94.85m tonnes in August, up
from 93.36m tonnes. Implied steel demand is still very strong at 93.405m
tonnes as of August 2020. This is representative of the stimulus
measures we have seen in China, which has reverted to the traditional
supply-side rhetoric. Chinese steel exports have been trending lower for
months, reaching a recent low at 3.68m tonnes, which outlined the weak
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export market as well as strong demand domestically. Construction data
from Europe and the US shows how weak demand is for steel. We expect
this to remain the case in the near term. Finished steel inventories are
high, with rebar inventories very high for this period historically - wire rod
and hot-rolled coil inventories are also high. With profit margins strong,
we expect to see output stay robust, and this could trigger inventories to
rise. However, steelmakers in Shaanxi, Shanxi, Gansu and Sichuan have
an agreement to cut output of construction steel by 32,000 tonnes a day,
incidentally, highlighting high costs and weaker demand as the reason.

China’'s economy has managed to bounce back from COVID-19 and is
growing once again. Steel prices have performed well since March, as
have iron ore's and this due to large amounts of stimulus on
infrastructure. Rail, road and utilities investment has been strong, and this
helps to explain the rally in steel prices. Steel rebar inventories declined
since peaking at the beginning of March and are currently holding above
levels seen in the preceding four years. Since June, we have seen rebar
stocks edge higher, and this could be due to profits at EAF and BF mills.
We believe the demand growth will plateau, and the strong profit margins
will prompt rebar inventories to edge higher, which may exert downward
pressure on prices towards the end of Q4. Inventories at steel mills stood
at 3.36m tonnes as of September 2020, 52% higher than the same
period last year. Overall, rebar inventories across steelmakers and
warehouses were 11.34m tonnes as of September 17th, up 52% vs
2019.

China Infrastructure vs FAIl Investment vs Steel Demand
Implied steel demand has gone from strength to strength, but fixed asset
investment and infrastructure investmenthas plateaued.

——China Infrastucture Investment Y/Y 3m Avg [LHS]
——China Implied Steel Demand [RHS]
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Chinese infrastructure investment is positive once again and stands at
7.7% as of August after recovering from the pandemic low; we expect
investment growth to be less pronounced in the next couple of months,
which in turn may cause steel demand to plateau. Fixed asset investment
ininfrastructure was lagging and stood at -0.3% y/y in August 2020, after
recovering from 30% in February. Chinese industrial production stands at
5.6% yly in September 2020, in stark contrast to Europe and the US both
standing at 7.7% yl/y. If governments in Europe and the US look to
supply-side policies and infrastructure to boost the economy, this may
prompt an uptick in steel demand. Eurozone construction activity is still
negative, construction activity compared to previous months at -27.2,
confidence levels are also still negative, and we expect this to struggle in
the near term as cases start to increase. In China, construction indices
are mixed as building starts are -3.6% y/y in August, up from -4.5% the
previous month. Floor space under construction for residential and
construction are both positive at 4.3% y/y and 3.3% y/y, respectively for
August 2020. Competition is weak but and land area purchases this year
were down in August at -7.7%, down from the month prior which was
-1.7% yhy.
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Summary Standing in contrast to the beginning of the year, Q3 saw the safe-haven asset surpass record highs of $2,070/oz.

Concerns surrounding the global economic outlook, dollar weakness, and continued fiscal support from the
developed economies acted as tailwinds to gold rally. A rise in infection spikes across the world, as well as rising
dollar strength amid continued global uncertainty could pose risks to precious metal performance in the upcoming
quarter. Regardless, the monetary environment is to remain loose for the long-term, as central banks keep real
interest rates low and the policy focus becomes more relaxed in relation to the inflation targets, reinforcing the role of

gold as a strategic asset.

Q3 Recap: Investors embraced gold this year as a key portfolio strategy.
Indeed, gold has had a remarkable performance in Q3, where the prices
increased 17.6% up to a record high of $2,070/0z on August 6th. July
saw the biggest month-on-month increase in the price of the yellow
metal this year, 12%, as the dollar plunged, concerns surrounding the
global economic outlook mounted and demand for safe havens was
boosted. Rising geopolitical tensions, vast stimulus measures and low
real rates acted as tailwinds to gold prices. Indeed, increasing investor
demand has helped to fuel price gains, which saw inflows into gold ETF
holdings reaching record highs. By the end of the quarter, despite
infection spikes across the world, optimism around gold prices subsided
as the dollar strength came back to the forefront, highlighting the
importance of the greenback in precious metals moves. After gold
slipped in August, ETFs continued to climb, breaking new highs. As of
October 10th, total holdings stand at 111.0moz..

Though stock market performance continued to improve throughout the
quarter, the continued uncertainty surrounding the COVID-19 pandemic,
reinforced by the second wave of infections across the world, and
ultra-loose monetary policy stance in most of the developed economies
supported gold performance as a safe haven. Gold benefitted from
investors seeking to reduce risk, and as a result, we have seen record
inflows into the ETF gold holdings.

Outlook: Going forward, we expect the global recovery from the
COVID-19 pandemic to shift from the V-shaped to a slower U-shaped
recovery, with a lot of countries facing repeated temporary lockdowns to
prevent the spread of the infection. Regardless, the monetary
environment is to remain loose for the long-term, as central banks keep
real interest rates low and the policy focus becomes more relaxed in
relation to the inflation targets. This should reinforce the role of gold as a
strategic asset. The news about the release of the vaccine encouraged
risk-on sentiment in stock performance in Q3; however, while in theory,
gold and stock performance are inversely correlated during the periods
of stress, the yellow metal remained resilient. Ultimately, the combination

of high volatility, low opportunity cost and strong investment demand will
support gold investment and offset weakness in physical consumption.

US Dollar vs S&P vs Spot Gold
Investment demand for gold has outpaced the dollar and the stock market..
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As we head into the last quarter of the year, it is clear that COVID-19 has
had an unprecedented impact on the global economy. The IMF forecasts
2020 growth to reach -4.9%, down from a revised 3.5% growth projected
this time last year. High levels of unemployment, along with massive
losses of business activity, will continue to be a drag on economic
recovery in the long term. With recurring waves of infections outpacing
the size of the first wave in many countries, uncertainty levels are to
remain elevated, keeping the gold prices high. We do not envisage the
rate of price growth seen in Q3 to be as fast, mostly as other asset
classes come back as favourable investments.

In response to the pandemic, global central banks have begun to cut real
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interest rates, expanded asset purchasing programmes and
governments have introduced massive stimulus checks to support the
unemployed. While this has helped stabilise the shock of the pandemic,
we saw a rally in equity market performance, with the US stock market
reaching record highs. While we believe that these high levels are
unsustainable and that we could see pullbacks in the price performance,
a combination of low interest rates, monetary policy and large liquidity
injections should help drive equities in the long term. Gold's hedging
qualities could help mitigate the risks of a highly volatile environment,
further boosting precious metal prices. Additional uncertainty
surrounding the US-China trade conflict, Brexit, and upcoming US
elections are expected to remain supportive of gold in the upcoming
quarter.

US 10yr Yield vs MSCI World Index vs Gold Spot
A moderation in gold prices at the same time as US yields find their strength.
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Additionally, record fiscal stimulus bills along with the ballooning rates of
government debt are raising concerns around long-term inflation.
Indeed, market consensus suggests that we are to expect significant
signs of recovery in 2021; this, coupled, with increasing employment,
and therefore, household spending could significantly drive up the prices
to hyperinflationary levels. For the quarter ahead, however, deflation is
seen as a more likely risk and could act as a headwind to gold. Yet, we
believe that gold's demand as a safe haven asset should offset these
deflationary concerns. Gold's managed money net total points to
faltering investment demand, as it fell 28% in the quarter, as we saw
prices decline by the end of Q3. Indeed, gold prices fell 10% from their
August peak of $2,075/0z.

Now, with the Fed's ammunition running low, the idea of yield curve
control is becoming more prevalent for the US economy. As the central
bank would set the short-term rates at zero, it would focus on the
long-term rates and buy enough bonds to keep the rate below the
set-out target. This should be positive for gold. However, in 2020, not
only does $15tr of debt trade at sub-zero yields, but the US Treasury
market is now affected by inflation-adjusted negative real yields. Indeed,
negative real yields have been a factor driving gold prices, and, as a risk
hedge, could help drive gold prices in the upcoming quarters.

Over the last two decades, gold has tended to move both in the lead-up
and the aftermath of the US presidential elections as investors weighed
upon the potential impact on the dollar, treasury rates as well as broad
geopolitical risk. The upcoming election is to be the most unpredictable
in years, adding to gold's appeal. The results of the election, however,
could significantly derail gold's price performance. In the previous 2016
election, Trump's win urged a rally in the stock market and the decline in
gold. This time around, we would expect that his victory would lead to a
similar response, even if it is for a short period of time. Trade relations
with China further complicate the US outlook. In other scenarios, where
Biden becomes the next president of the US, the outcome will largely
depend on whether he manages to control both the house and the
senate. The control of both could have a shock-like effect on both the
stock market, the dollar and gold. The Democrat takeover could throw
the markets into a frenzy, causing investors to seek safe havens.
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US Political Risk Score vs Gold Spot
With the US elections fast approaching, the political risk could be on the rise once
more, driving the gold prices.

GEOQ US Political Risk Score [LHS] —Spot Gold (RHS)
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Central banks continued to buy gold, yet at a slower pace month-on-
month. Year-on-year, central banks reduced their net gold purchases by
39% in H1 2020, adding 233.4t in January to June 2020. Q2 also marked
the first quarter since Russia suspended its gold purchasing after the oil
price war with Saudi Arabia in April and instead exported $3.6bn worth of
metal from May to April alone. Later, in August, central banks switched
from net buyers to net sellers, selling 12.3t during the month globally.
According to Citigroup, this year's gold purchases are looking to end at
375t, down 43% y/y. We expect central banks to re-engage with gold
purchases in 2021 after this year's pause.

Central Banks Gold Reserves

Reserves slowed in the last quarter, with sellers numbers now greater than buyers.
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India and China combined account for more than half of global gold
purchases. But, in H1 2020, demand in India fell by 56% y/y, according to
the World Gold Council, and just over 50% y/y in China. In 2020, demand
for jewellery has plunged, first by the hit of the pandemic and the
shutdown of local stores, and now by deep economic recessions leaving
average household's income lower year-on-year. Weddings in India have
been postponed, and government schemes that encourage gold-
backed bonds have failed to halt the decline in physical gold demand in
India.

As for the jewellery consumption, we anticipate cautious consumption
patterns, especially coupled with high prices of the metal. Indeed, in
China, demand for jewellery hit the lowest level since 2007 in H1 2020 at
152.2t, according to the World Gold Council, and is expected to be lower
year-on-year by the end of 2020.
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Summary As industrial demand showed signs of improvement, silver's outlook for industrial purposes improved. Prices

skyrocketed by 67% to the peak of $30/0z, last

seen in early 2013. Silver was one of the best-performing precious

metals, outpacing growth we have seen in stocks and bonds. The jump in price in July reflected renewed interest by
retail investors potentially priced out of gold. Dormant consumer demand, coupled with mounting new cases of global
infections jeopardises the case for industrial sector recovery. Continued fiscal and monetary support, especially from
the US, should weigh on the dollar performance once more, making silver a more favourable investment.

Q3 Recap: In Q1, silver underperformed gold amid coronavirus-induced
selloffs as the metal hit an 11-year low of $11.60/0z. In Q3, the trend has
reversed, when silver prices skyrocketed by 67% to their peak of $30/0z,
yielding a return of 35% on the year. As industrial demand showed signs
of improvement, the silver outlook for industrial purposes improved, and
continued uncertainty surrounding the socio-economic and political
environment encouraged silver as a safe haven investment.

Silver to Gold Ratio
The ratio has come down to a 3-year low after hitting the 120 level in Q2.
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Subsequently, in the last couple of weeks of the quarter, prices fell by
27% down from its peak, a fall last seen in March 2020 due to a precious
metal selloff. Silver's rally towards $30/0z level pushed the metal into the
overbought area, and once it took place, downward pressure from a
stronger dollar, along with an uptick in US real yields, took silver down to
the support level of $21.6/0z. Physical demand for silver has been
increasing rapidly, with 33,3390t of silver valued at $29.4b being held at
reserves in London alone, according to LBMA. Transfers of silver have

also picked up sharply, as the value transferred surged by 41.5% to
$9.12bn, the highest level since March 2011..

Outlook: The economic outlook for Q4 remains gloomy, with most
countries facing a deflationary environment. Dormant consumer
demand, coupled with mounting new cases of coronavirus infections
jeopardises the case for recovery in the upcoming quarter. With the US
most likely to provide another round of stimulus checks to support the
unemployed, we would expect this to weigh on the dollar performance
once more, making silver and gold a more favourable investment. This,
however, is likely not to appear until after the election, as highlighted in
the latest statement by President Trump, which is likely to raise tensions
between the Trump administration and the Fed which called out the
government for lack of stimulus.

Indeed, with dollar declines seen in July and August, gold and silver were
on the front foot. However, recent greenback strength created a
headwind to precious metal performance. Indeed, the inverse correlation
between precious metals and the dollar suggests sustained weakness in
the greenback would benefit silver. However, with downside risks stacked
up for the global economy, we have seen a strong trend for investors to
find safety in the dollar during times of uncertainty. Additionally, positivity
in the stock market could cap silver price performance. Nevertheless, we
do not foresee sustained dollar strength in Q4, especially as the next
stimulus bill is in the talks, and the upcoming US elections could throw in
some uncertainty into the US outlook.

The current environment of massive fiscal and monetary stimulus, the
change in the central bank's template of new inflation targets for the long
term, along with the increasing protectionism measures and rising global
debt levels, gave rise to the performance of the precious metals. While
hopes of the vaccine and an improving economic outlook could put
pressure on silver performance, we believe that the strength of the
precious metals during the risk-off sessions points to its resilience during
the crisis period, like a current pandemic. Silver managed money net total
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momentum has been positive, increasing 71% from an August dip up to
39,300, and we believe there is more upside potential in the upcoming
quarter.
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US 10yr Treasury Yield vs Silver Spot
Record While both the silver and the yields contracted in March 2020, silver has
outperformed Treasury yields in the subsequent months.

US 10 Year Treasury Yield (LHS) —Spot Silver (RHS)
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Indeed, when compared to the 2008 global financial crisis, liquidity
injections have been stronger, therefore, increasingly supporting both
gold and silver. This was well indicated in the investment demand, as
silver inflows into ETFs have reached 8.839moz so far - well above the
inflows seen in 2009. Additionally, the silver price trajectory will largely
depend on the sustainability of higher gold prices. With the gold to silver
ratio now back to around 80, silver has more room to outpace gold once
more.

As an industrial metal, silver demand is showing signs of improvement,
although it is still expected to be down 7% yly, in line with losses seen in
jewellery, according to the Silver Institute. As the world economy has
been rebounding, so was the demand for the metal, and its appeal as an
investment has also increased, responding just like gold to declining

interest rates and the US dollar index. As industrial demand is recovering,

especially in China, investor demand must be sustained for silver's
positive trend to continue. With the global economic outlook still
uncertain, further stimulus measures by central banks could keep
investment demand for silver elevated. Indeed, in the latest Fed
statement, interest rates are to remain low into 2023, which should be
supportive of silver and stocks.

ECB and Europe's push for renewable stimulus is vastly outpacing other
global powers. Indeed, 20% of the bloc's money is currently diverted
towards climate and environmental protection. As of October, cases in
the EU continue to rise, threatening an industrial recovery in the medium
term, however, the environmental push to decarbonise the global
economy and shift away from fossil fuels is supportive of silver. A
resurgence of coronavirus cases in Europe has seen economic growth
and deflationary risks return to the forefront, catalysing a shutdown of
recently reopened facilities, increasing uncertainty surrounding project
timelines and simultaneously calling into question silver's industrial
prospects.

Solar Output Growth YoY vs China Solar Output/Person
Output growth in China has slowed down, as most of the projects have been
postponed until 2021/22.

——China Solar Power Output Growth YoY (LHS) China Solar Power Output/Person (RHS)
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Photovoltaics, one of the biggest silver industrial drivers, remain in the
shadows this year, as delays in construction activity due to supply-side
disruption, lockdown measures and social-distancing measures create
new financing challenges. Indeed, according to the IEA, additions of
renewable energy will decline by 13% y/y in 2020 — it was due to be a
record year for renewable power. Similar forecasts are expected with the
solar PVs. Distributed PV, which has been the cause of the recent growth
in large European PV markets, is expected to slow. Solar PV additions are
set to decline from 109GW in 2019 to over 90GW in 2020. For 2021,
newly installed capacity could be 149.9 GW if governments support
renewables in their coronavirus economic recovery plans.

In the fiscal year 2020, demand for silver jewellery from India more than
doubled, while sales of lab-grown diamonds overseas surged 88%. Silver
jewellery exports stood at $1.7bn in the same time period, compared
with $832 million in 2019. Markets expect a recovery in business in the
next two quarters of the fiscal year on the back of increasing output from
factories as they reopen and an uptick in demand from the US, China,
Europe. Ultimately, the world's jewellery market will plunge to $327bn and
China's down to $88.9bn, according to Global and China Jewellery
Industry Report.

COMEX Managed Money Positioning
Silver net length increased in Q3, however, remains below the February peaks.

Gross Short ~=Net Spec Length

mm Gross Long

80

W
S

Contracts (thousands)
N
S

4
3

-120
Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar May Jul Sep
18 18 18 18 18 18 19 19 19 19 19 19 20 20 20 20

Source: Bloomberg



24

Q4 — October 2020
sucdenfinancial.com/QMR

Sucden Financial — Quarterly Metals Report
Analysis and Forecasts for Base Metals, Precious Metals, Iron Ore & Steel

Palladium

Spot Palladium
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Summary Palladium, in line with its counterparts in the precious metals group, rallied as strong rebound in Chinese vehicles

sales supported the prices. The precious metal gained 23% in Q3, and prices found support at $2,200/0z by the end
of the quarter. Palladium ETF holdings have also picked up, as investors looked to diversify investments. Heading into
Q4, high levels of unemployment, along with uncertainty surrounding the US elections, threaten economic recovery.

Ultimately, a combination of subdued supply and muted industrial demand should support palladium prices in the

near term.

Q3 Recap: Palladium prices rallied in Q3 as a strong rebound in Chinese
vehicle sales helped to widen the gap between palladium and platinum. In
the quarter, while palladium prices jumped by 22.95%, 22.94% YTD- on-
trend to come back to record highs, platinum has only just returned to
the pre-pandemic levels. Indeed, petrol vehicle sales in China have
outpaced the growth seen in Europe’s diesel-heavy car sector, where
rising coronavirus cases and lockdowns stalled recovery.

China Passenger Automobile Product vs Exports
While automobile production in China remains slow, exports have gone up to the
pre-pandemic levels.
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Palladium ETF holdings have picked up in the last three months, as
investors looked to diversify investments, supporting palladium prices.
Investors' search for hard assets as safe havens drove precious metals in
Q3. Additionally, a rebound in Chinese car sales helped fuel demand for
petrol autocatalysts, spurring a widening gap between platinum and
palladium ETFs this year. However, given the metal's relative low
correlation to the dollar, palladium, became one of the few major
commodities barely affected by the socio-economic and political
environment in recent weeks.

Outlook: The coronavirus crisis I00ks to continue to weigh on the US
economy heading into November. Record-breaking levels of
unemployment, along with uncertainty surrounding the US elections,
threatens the recovery. Automobile sales in the US declined when the
virus first hit, falling by 22% in H1 2020. At the time of writing, sales are
positive month-on-month, yet continue to decline relative to the same
period in 2019, threatening an improvement in automotive demand for
palladium. Total demand from the automotive industry is expected to fall
by 16% to 8.89moz in 2020.

The palladium deficit is set to narrow to -145koz in 2020, compared to
-607koz in 2019, according to the Palladium Standard. Supply is forecast
to fall by 11% to 6.44moz in 2020, because of COVID-19 lockdowns on
mining operations across the world. The output from Russia has
remained relatively unchanged, due to the remote locations of mines,
with supply there forecasted to slip by 3%. South African production, on
the other hand, is expected to fall significantly by 24% to 1.94moz, due to
extended shutdowns of the mining facilities.

Palladium prices are likely to continue facing headwinds going forward,
such as dormant automotive use; however, while the market remains
tight, that should prevent any sharp declines in prices in the medium
term. We do not envisage any significant pick up of activity in the
upcoming quarter. Instead, gradual increases in mining operations along
with muted overseas demand are likely to weigh on global supply.

Ultimately, a combination of subdued supply and muted industrial
demand should bring the palladium market to a supply-demand balance
in 2020, according to NorNickel, mostly spurred by the biggest
contraction in the auto industry. Indeed, in our opinion, a combination of
recovering yet still-dormant automotive and industrial demand should
support palladium prices in the medium term. Strong headwinds prevail;
uncertainty around the virus, US elections and Brexit could dampen
physical demand for the metal in Q4. However, we do not envisage
another rally seen in March 2020, as the fundamentals remain weak.
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Spot Platinum
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Summary Platinum continued to recover as tight supply conditions and renewed demand for the precious metal prevailed.

Indeed, while industrial metals suffered the pressures of the second wave of coronavirus, PGMs have benefited from
continued uncertainty. Platinum grew 10% in the quarter, while still down 7.6% YTD, up to $880/0z. Ultimately, dealer

sentiment has improved, but tailwinds, such as

low vehicle inventories, could put pressure on sales in Q4. From the

supply side, the disruption to the year 2020 remains prevalent; however, the burden is eased as production ramps up.

Q@3 Recap: Platinum prices continued to recover, yet only moderately, as
tight supply conditions and renewed demand for the precious metal
prevailed, with prices now at the pre-pandemic levels. Indeed, while
industrial metals suffered the pressures of the second wave of
coronavirus, PGMs have benefited from continued uncertainty. Platinum
remained resilient to the concerns regarding the prolonged economic
impact of the COVID-19 pandemic.

The price of platinum, lagged palladium as diesel-engine catalytic
converters lost ground to petrol-powered vehicles during the pandemic.
This could be attributed to China’s petrol-dominated auto market
recovery, while Europe's diesel-heavy sector struggled amid rising cases
of coronavirus infections. Indeed, according to CPCA, Chinese
passenger car sales grew at the fastest pace in two years in August, at
6.15%, while Europe's car sales declined 17.6% y/y in the same period.
All known ETF holdings have accelerated in Q3, as investors sought
safe-haven assets. By the end of the quarter, levels picked up to 3.778m,
record highs. The platinum-palladium cross tightened in Q2, as palladium
prices skyrocketed in the quarter.

Outlook: Despite the automotive industry reopening soon after the
Chinese one, Europe has seen further declines in Q3, with sales falling
recently in August. This is despite automotive stimulus packages in key
European markets, prompting a strong recovery in sales volumes in April.
Indeed, in the first half of 2020, car sales in Europe were down 48% y/y. At
the time of writing, governments are introducing more restrictions that
will impact the economy and car sales. While the second half of the year
started on a positive note, with sales down just 5.7% y/y in July, August
saw declines of 19% as subdued demand, and faltering incentives
persisted. In the US, sales dropped in Q3 by 39% y/y, however, by less
than previously expected, and is an improvement from Q2, where the
coronavirus restrictions were the most severe. Ultimately, dealer
sentiment has improved, but tailwinds, such as low vehicle inventories,
could put pressure on sales.

From the supply side, the disruption to the year 2020 remains prevalent;

however, the burden is eased as production ramps up. According to
WPIC, the revised 2020 forecast has moved the platinum market into an
annual deficit of -336koz from a surplus of 247koz. Total platinum supply
is forecast to fall by 15%, with refined production and recycling supply
down by 15% and 12% respectively. South Africa contributes 95% to that
decline. While mining supply is expected to recover strongly in H2 2020,
the year-on-year declines will continue as some underground operations
have struggled to ramp up.

Likewise, total demand for 2020 is forecast to decline by 11%, with most
of the losses coming from automotive and investment. However,
investment demand is to remain elevated. Indeed, continued global risk
drove investor demand for hard assets. With the second wave of
coronavirus infections already underway, we expect to see further
demand for precious metals, especially, on the back of the muted
economic sentiment. Coupled with lower-than-expected production in
South Africa, we expect prices to strengthen in the upcoming quarter.

Platinum ETF Holdings vs Net Positions
Unlike silver, record highs of ETF holdings did not support platinum prices.
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Sucden Financial —
Multi-asset expertise

We offer multiple trading and technology solutions, engineering
opportunities across FX, fixed income and commodities.

Sucden Financial's experienced and
knowledgeable teams are central to our
success, drawing on their expertise to exploit
ever-changing markets, technology and trading
environments, to keep our clients ahead. We
are open minded, constantly evolving and
adapting to tackle today's and tomorrow's
opportunities.

Stability and strength
We appreciate how important itis to feel secure
in your trading requirements. We are proud of
our long-term financial stability and substantial
balance sheet of over USD150m.
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