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Quarterly Metals Report

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

In the previous quarter, expectations shifted from a pause in the central bank tightening cycle to further
rate increases in July and potentially later in Q4 2023. As we move away from central bank-centric rhetoric,
economic growth and consumer performance will be key in driving the risk sentiment across the board. Still,
China's stimulus outlook remains critical to the longer-term narrative for metals this quarter. Sentiment has
been improving as signs emerged that regulators are working to follow through on the promises made at
the most recent Politburo meeting. However, markets remain cautious about the scale of support, and any

positive news seems short-lived. As a result, the positive stimulus is more likely to solidify support levels

than boost bullish sentiment in the near term.

Aluminium (Al) - Aluminium prices continued to drift lower
during the quarter, as weakening global demand outlook and
further tightening expectations from key central banks weighed
on base metals’ performance. Aluminium, being one of the
most macro-responsive metals, lost momentum as a result.
While the pause from the Fed should help solidify support for
Q3 2023, stimulus out of China will be key in driving the overall
narrative. Yunnan smelters are returning online, but rising risks
around the possible repeat of drought conditions in China
could cap any upside in production gains. Range $2,130-
2,400/t

Copper (Cu) - Copper, in line with the rest of the base metals
complex, weakened in Q2 2023. Much attention has been paid
to diminishing stocks on the LME exchange as levels retest the
recent and 2005-year lows. However, given the muted demand
outlook, prices seem to be less impacted by stock moves. For
2023, copper is expected to remain in a slight surplus of 36k
tonnes of refined material, one of the last years of surplus
before underinvestment in mining capacity and longer-term
demand prospects from EVs deepen the global material deficit.
Range: $8,100-8,920/t.

Lead (Pb) - The expectation of consumer recovery has been
muted during the quarter, and the price of lead fluctuated within
the highs and lows of $1,980 - $2,190/t. The zinc to lead
premium climbed to multi-year lows of $232/t after the zinc
downside was more robust than in lead. Construction materials
feel the brunt of the Chinese muted outlook, especially in the
construction sector. Still, overall production resumptions and
the release of new capacity should lead to increased output in
July. With relatively stable macro conditions, we anticipate lead
prices to maintain trading in fluctuations in Q3 2023 between
$2,000-2,240/t.

Nickel (Ni) - At the start of Q2 2023, nickel prices have broken
robust support of $22,000/t, as the risk-off sentiment took hold
on the back of a compounding impact of continued monetary
policy tightening across major banks and muted outlook from
China. Since smelters are returning from maintenance, we
expect production to continue recovering in Q3. Still, it will take
time to reach full capacity, and the recovery will be marginal.
While we still hold our optimistic view of recovery true, the
positive momentum is being priced further down the curve. Our
outlook for Q3 is $20,000-24,000/t.

Tin (Sn) - Tin's performance was the only exception amongst
the base metals group, as it gained 6.22% during the quarter
on the back of the Myanmar tin ore export ban. While we
struggle to see a strict, immediate implementation, given
authorities hope for a smooth demobilisation process, there is
still a fair bit of buffer stock in China, so the timing will be key to
assessing the physical tightness in the market. We expect
prices to continue to be driven by supply forces as global
demand remains muted, keeping futures in the $26,000-
30,000/t range.

Zinc (Zn) - On a quarterly and a year-to-date basis, zinc was the
worst performer among other base metals, falling by 20%, as
construction-heavy materials took the heat from a lack of
China's stimulus clarity. There are tentative signs that European
smelters could begin production again this year; however,
declining prices are further dimming prospects of a full-fledged
return, and Q4 production is again under threat of energy
prices. We believe we will continue to see gains in the property
market and a build-up of activity in Q4 2023; however, they will
be marginal, pushing zinc to $2,300-2,750/t.

Iron Ore & Steel - Iron ore futures continue to be subject to
China's stimulus outlook. Despite market hopes of a large
stimulus, we expect the support more likely to be limited in
scope. While this might not boost growth immediately, it should
create a sustainable path for Chinese recovery from lockdown
restrictions while balancing stimulus without over-inflating

debt. We are, however, cautious of prices breaking above $120/
mt, given that regulators are more prone to tighten supervision
after big price gains. Range: $100-120/mt.

Gold (Au) - Gold finished Q2 2.5% lower, closing at $1,919.35/
oz. We expect gold to benefit from the softening inflationary
environment in Q3 as an indicator of the end of the tightening
cycle from the Fed. As the long cycle of monetary policy
tightening starts to yield positive results, major central banks
are on the path to pause interest rate hikes. Still, credit
conditions are expected to stay tight for longer, moderating
economic growth and bringing yields lower, which should raise
the attractiveness of holding non-yielding bullion. Range:
$1,900-$2,010/0z.

Silver (Ag) - In line with gold, silver underperformed in the
second quarter of the year. Silver returned to rise in late June
as the markets priced at the end of the Fed's monetary
tightening campaign. While any positive data on the US
economic performance is likely to drive silver prices lower,
softening inflationary pressures should support the case for a
pause in monetary tightening, creating a more favourable
environment for precious metals in Q3 2023. Range:
$21.00-26/0z.

Palladium (Pd) - In line with our previous report, palladium
continued to lose ground in the second quarter of 2023, falling
to a $1,222/0z level at the end of June, the lowest level since
March 2018. While the automobile sector, which accounts for
85% of palladium demand, continues to rise, the palladium
outlook remains grim, given the increasing demand for
exhaust-free electric vehicles. Range: $1,100-$1,300/0z.

Platinum (Pt) - Platinum prices rallied at the start of Q2 2023,
reaching $1,127.20/0z in the second half of April. Softer dollar
and power issues from South Africa offset the minor gains from
the semiconductor space, pushing the metal to test March
2022 highs. Platinum is expected to be boosted by increasing
use in heavy-duty vehicles and some substitution of palladium
in petrol vehicles. Range: $900-$1050/0z.

Industrial Commodities
Sucden Financial Limited
Plantation Place South
60 Great Tower Street
London, EC3R 5AZ

Tel: +44 (0) 20 3207 5430
industrials@sucfin.com

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

Li Po Chun Chambers

189 Des Voeux Road Central
Hong Kong

Tel: +852 3665 6000
hk@sucfin.com

Compiled and Published by:
Sucden Financial Limited

Metals Comments/Analysis:
Daria Efanova
Head of Research

sucdenfinancial.com/QMR

Sucden Financial Limited is authorised and regulated by the Financial Conduct Authority.

This is a marketing communication. The information in this report is provided solely for informational purposes and should not be regarded as a recommendation to buy, sell or otherwise deal in any
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