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Quarterly Metals Report

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

Equity markets are choppy due to the change of stance from the Fed, who have suggested they will stop asset purchases
and raise rates three times this year. This has caused yields to rise, and the divergence in global rates is certainly significant.
All major central banks are not yet on the same path, but 10yr yields in Europe have rallied, with few now negative.
Inflationary pressures will remain prevalent in H1 2022, and conflict between Russia and Ukraine could worsen the situation
with negative impacts on metals, energy, and grains exports. We expect the choppiness to remain prominent in the
immediate term, and metals are likely to maintain key support levels due to backwardated spreads, low exchange stocks
and tightness outside of China, which would be compounded if Russia invade Ukraine.

Aluminium (Al) - Prices are holding above $3,000/t, and we
expect the trend to remain intact in Q1. The bullish factors of
power rationing and limited primary supply tighten the market.
Monetary easing in China could indicate stimulus on
infrastructure, grid, and renewable energy. The low inventories
in Europe compound this issue, and if we see sanctions on
Russia and lower exports for gas to Europe, we expect further
volatility and spikes towards $3,300/t.

Copper (Cu) - Near term tightness in the copper market is
expected to remain in the near term as supply-side cost-push
inflation persist, but demand-pull is weakening across the
globe. This presents significant downside potential in the
medium to long run, which we expect to materialise in H2 2022.
Low inventories and a volatile macro environment have kept
prices elevated and spreads backwardated. Open interest on
the 3-month contract is low, accentuating volatility. High
copper prices and premiums in China have capped Chinese
demand. We expect copper to remain rangebound; spikes
above $10,200/t may be short-lived due to supply-chain based
unless there is a change in the fundamentals. Range: $9,100/t
-$10,500/t.

Lead (Pb) - The investment funds' net position shows a mild
net-long with a z-score of 1, considerably below the maximum.
We see upside for lead in the near term due to energy risks
from China and little product in Europe and the US. Due to high
scrap and energy prices, profit margins will decline towards
CNY150/t. We expect selling above $2,400/t, and the curve is
backwardated; our downside target for quarter-end is $2,150/t.

Nickel (Ni) - Prices skyrocketed by the year-end, on market
tightness, which was further exacerbated in mid-January,
where a market squeeze pushed the metal to test the
$24,000/t level. At the time of writing, it shows no signs of
abating, as both the SHFE and LME markets are being
squeezed. There are a number of events that could push prices
once again during the quarter: the geopolitical tensions
between Russia and Ukraine, and the potential export levy from
Indonesia. Overall fundamental demand picture remains strong,
and our range for the quarter is at $19,030-25,200/t.

Tin (Sn) - We expect prices to remain on the front foot and hold
above $40,000/t and test $45,000/t, but gains will remain
limited. Recycling will play a key role for tin and other base
metals going forward, but collection rates need to improve.
Power restrictions, Chinese New Year, and the Winter Olympics
indicate a refined output from China will be capped in the near
term. As a result, consumption will grow slower, but the supply
chain bottlenecks and capacity restrictions for semiconductors
are prevalent.

Zinc (Zn) - Zinc TCs are low and currently favour the miner. We
expect TCs to improve in Q1 and 2022. High electricity and
energy costs have plagued the zinc market, especially in
Europe. High gas and electricity prices will keep output
subdued in Q1, but we do question how much European
smelters have cut production; they could cut production and
benefit from selling power. We expect prices to drift lower as
we move through Q1 towards $3,300/t, but if the energy
outlook in Europe worsens, we could see spikes to above
$3,800/t, where we favour selling the market.

Iron Ore & Steel - Steel production will remain low in key areas
until after the Chinese New Year, when restrictions may ease
slightly before being lifted after the Winter Olympics. Higher
steel output and more robust than expected stimulus will see
iron ore inventories decline from where they are now. However,
we still expect end-user demand to be weak, especially in the
property sector. HRC and Rebar margins are elevated, and
previously we have seen mills increase output despite softer
demand to realise profits. This would prompt upside to our
base case for iron ore demand, but the caveat to this is
environmental controls. The market has a nature of surprising
to the upside, but we expect a $100-$140/t range for Q1 2022.

Gold (Au) - The precious metal was somewhat rangebound in
the last quarter of the year, with the most significant upside
seen during the Fed meetings, as officials began tilting their
stance to a more hawkish. More recently, we have seen gold
strengthen on the back of continued inflationary pressures and
the fears that central banks are not doing enough to keep the
price pressures down. Our overall outlook for gold is that of
moderate softness. We hope to see inflation begin to soften
month-on-month, given easing producing prices, and for the
tightening cycle to further drive this deceleration during the
year. Our range is at: $1,720-1,880/0z.

Silver (Ag) - Silver, in line with gold, saw moderate softness
during the quarter, further driven by industrial weakness
softening the demand outlook. While the fundamentals remain
on the back foot, silver prices saw some upside in mid-January
driven by a pullback in nominal yields and signs of non-abating
inflation pressures. The manufacturing side remains weak, and
we see stronger demand for physical silver, such as jewellery
and coin. Our range is at $20.6-25.3/0z.

Palladium (Pd) - Palladium was one of the worst commodity
performers last year, falling as much as 40%, as shortages of
chips stalled recovery in the auto industry, driving sales globally
to a halt. At the beginning of Q1, we saw the precious metal
break above $2,000/0z on the back of softer dollar and yields,
as well as growing geopolitical tensions between Russia and
Ukraine, urging investors to flock to safe-havens.
Fundamentally, the demand side remains muted, but these
events could cause temporary spikes in prices, causing the
metal to test resistance at $2,520/0z, the support stands at
$2,020/0z.

Platinum (Pt) - Platinum softened during the quarter, in line with
palladium, on the back of weak global automotive demand
being stifled by shortages of chips. We did see a bounce back
above $1,000/0z as investors sought the metal as an inflation
hedge as well as its safe-haven properties. We do not see the
auto sector recovering in H1 2022, further creating headwinds
for platinum prices recovery this quarter. Our current range
stands at $900-1,120/0z.
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