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Quarterly Metals Report

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

The rally we saw in the first weeks of 2023 has stalled, and sentiment deteriorated since, especially in early
May. Strong momentum out of China is absent, but recovery out of the region is underway, with services
continuing to outperform. Downstream activity improved amid traditional peak season, but buyers have
mostly purchased on the dip as needed. The demand outlook continues to struggle, with end-users showing
continued softness in the goods’ sales. While this should lead to further easing in the supply chain issues we
have witnessed in the last couple of years, looming recessionary fears are weighing on our demand outlook.
With the key central banks ending their monetary policy tightening cycle, the focus is poised to shift away
from inflation-centric data to fundamentals, such as economic growth and consumer performance. The
historically weaker dollar should provide robust support for metals, but with the lack of a strong incentive,
we struggle to see base metals significantly higher in Q2 2023.

Aluminium (Al) - At the start of the year, base metals benefitted
from reopening optimism from China but as momentum waned
and we saw a lack of positive news out of China, prices
declined, and aluminium was no exception. Alumina output
improved on the back of growing bauxite into the region, with
Guinea and Australia offsetting the losses from a lack of
Indonesian material; the ban for which is set to be implemented
in June 2023. Physical demand for aluminium is improving but
remains low, but we expect any positive news from China to
exacerbate price gains. Range: $2,150-2,500/t.

Copper (Cu) - Copper prices have come down from the highs
of $9,500/t seen at the start of the year and while pessimism is
subsiding, markets remain cautious and are waiting on the
sidelines, in a wait-and-see mode. While Peru's government
says that most of the roadblocks are now over, mines are
struggling with transporting copper concentrate onto seaports
to be shipped and sold, and we will continue to watch out for
exports out of the region. Momentum should improve closer to
the end of the quarter, thanks to continued recovery from the
infrastructure segment. Range: $8,000-9,150/t.

Lead (Pb) - Lead has been broadly range-bound, but we saw
material flow pick up. With the end of the off-season in the
battery replacement, operating rates should improve, and we
expect higher withdrawal of stocks by market participants. On
top of that, primary output is set to decline, given the traditional
maintenance period, weighing on secondary production
performance. A tighter spread is reaffirming the tightness
assumption, but the upside is capped given a lack of
momentum out of China, and we continue to watch for vehicle
production figures in the near term. Range: $2,020-2,250/t.

Nickel (Ni) - Nickel sold off at the start of the year, falling by
23% YTD, weighed down by concerns about weak demand and
rising output from Indonesia, despite low exports out of the
region. NPI prices weakened sharply due to weaker demand
fundamentals from the stainless steel segment, and although
we do see some recovery in Q2, it will be marginal. While we still
hold our optimistic view of recovery true, the positive
momentum is being priced further down the curve. Range:
$20,000-25,000/t.

Tin (Sn) - Tin prices were better supported than the rest of the
complex, given the news of Myanmar shutting down
operations. This, coupled with the ban on tin ingot from
Indonesia is set to weigh on mined output in summer months,
and we do not expect participants to find replacement fast
enough or at a sufficient scale to offset losses from key
producers. As a result, China is poised to front-load on
shipments ahead of the ban. For Q2'23, the tin outlook is
delicately balanced between fragile demand, especially from
soldering and semiconductor perspective, and stuttering
supply. Range: $22,000-28,440/t.

Zinc (Zn) - While most of idled capacity out of Europe is still
absent, zinc prices continued to decline, falling more sharply
than the declines that we have seen in natural gas prices.
Demand for concentrate is expected to improve, resulting in a
slight drawdown of concentrate stock. However, the decline is
set to be marginal given the increase of imported concentrate.
Zinc to lead ratio has declined sharply, and we expect the
demand story, especially in the galvanised steel and auto
segment, to keep the ratio at lower levels. This should also
weigh on prices more in Q2 2023. Range: $2,400-3,000/t.

Iron Ore & Steel - Iron ore futures sold off sharply in April,
weighed down by weakening optimism out of China and
subsequent output cuts from stainless steel producers. Q2
refined output still faced large uncertainties, and we expect
prices to remain weak. Sustainable recovery should only
coincide with protracted recovery in the construction sector,
which we do not expect to take place until the latter half of the
year. In the meantime, only when the steel mill cuts are deep
enough to offset the demand losses, we then can expect
prices to bottom out and recover. Range: $90-115/mt.

Gold (Au) - Gold performed well in Q1, gaining 9%, as financial
and economic uncertainty acted as a tailwind for the yellow
metal. Weaker dollar, in conjunction with growing expectations
of the final rounds of central banks' interest rate hikes have
increased the attractiveness of the precious metal. The decline
inyields is likely to further benefit gold, and while we believe the
markets are pricing interest rate cuts too soon, this trend will
give rise to gold. If central banks continue to purchase at their
current rate and consumer demand rises in India and China, Q2
would be very favourable to gold. Range: $1,950-2,100/0z.

Silver (Ag) - Silver fluctuated throughout the quarter, with its
safe-haven qualities weighing on overall performance amid
banking sector turmoil, and the metal closed the first month of
Q2 at $25.06/0z. In line with gold, expectations of Fed's interest
rate decisions had an impact on the price of the metal, with
investors watching out for signs of the end of the tightening
campaign. Although we do not expect a pivot to take place
before Q4, dovish stance by the Fed is likely to provide a strong
case for silver, albeit to a lesser extent than its gold
counterpart. Range: $22.00 - 25.90/0z.

Palladium (Pd) - Palladium prices continued to diverge from
other precious metals, noting a 19% decrease since the start
of the year. Growing platinum-for-palatium substitution in
combustion vehicles, and regulations promoting EV are
weighing on the metal. Still, improved car sales in major
economies amid easing supply bottlenecks and expected
supply deficit will likely lead palladium prices to stabilise
throughout the quarter. Range: $1,380-$1,700/0z.

Platinum (Pt) - Platinum prices rallied during the quarter, as a
softer dollar and power issues from South Africa offset the
minor gains from the semiconductor space, pushing the metal
to test March 2022 highs. The severity of power load-shedding
in South Africa is set to increase during the Southern
Hemisphere winter months, starting from June. Range:
$1,050-1,200/0z.
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