Market Commentary

Base metals traded choppy last week, with prices hitting
multi month highs at the start of the week and followed by
some profit taking on back of volatility in the dollar and
mixed data signals from China and US. Hopes of a sustained
economic recovery in China and as the unemployment rate
fell in the US led to some gains before the end of the week.
The US dollar consolidated gains, but was set for its biggest
weekly rise in 2-1/2 months as an overnight drop in high-
flying US technology stocks fuelled a bout of risk aversion in
global markets.

Perspective

opper prices are trading close to highs of the vyear,
rebounding strongly since hitting an 11-year low in March.
After briefly trading below $2 per pound, the metal has
recovered 50% of its value, as demand from China soars
and COVID-19 hits supply from South America.

China’s manufacturing and construction sectors, which
consume around half of the world’s copper, have posted a
strong recovery from the COVID-19 shutdowns earlier in the
year, with factory activity in August reached its highest level
in nine years.

China copper imports continue to surge, but were less as
compared to last month. China's copper imports eased in
August from the previous month's all-time high, as an
arbitrage window to bring in overseas metal shut and
demand from key consumption sectors slowed. Imports of
unwrought copper and copper products into China totalled
668,486 tonnes, down 12.3% from a record 762,210.9
tonnes in July, but still up by 66% from August 2019.
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Imports were up 38% from a year earlier in the first eight months
of 2020 at 4.27 million tonnes. Monthly imports are lower because
the arbitrage window closed, and it is traditionally a weaker
demand season in Q3. Imports of copper concentrate, or partially
processed copper ore, stood at 1.59 million tonnes in August. That
was down 11.4% from July and also down 12.4% from 1.815
million tonnes a year earlier.

The price of copper is also being supported by supply factors. The
world’s two largest copper producers, Chile and Peru, continue to
face severe COVID-19 outbreaks. In Peru, copper output fell by
42% in May, while Chile’s state-run miner Codelco has temporarily
closed its largest smelter and refinery and suspended construction
at its flagship mine.

Meanwhile, many are worried about a potential supply squeeze in
the copper market, with exchange inventories slipping to their
lowest level in over a decade, as Chinese demand runs high. LME
inventories are at their lowest levels in almost 15 years, or only
enough to last users a little more than a day, whereas a year ago,
inventory levels would have lasted five.

China’s Caixin manufacturing PMI for August touched its highest
level since January 2011. Copper demand surged as factories
churned out cars, household appliances, smartphones, and
electrical cables.

Nonfarm payrolls increased by 1.37 million in August, outstripping
the 1.32 million expected and sending the unemployment rate
tumbling to 8.4% as the world’s largest economy looks to recovery
from the Covid-19 crisis. Post the data volatility on the dollar led
to consolidated gains, but was set for its biggest weekly rise in 2-
1/2 months as an overnight drop in high-flying US technology
stocks fuelled a bout of risk aversion in global markets.

Aluminium prices have been on the rise in line with the other
metals. Hints of a recovery in demand for aluminium in Japan
came in the form of a rise in contracts for Q4 premiums that
buyers have already agreed to pay $88 per metric ton, 11% above
Q3 on LME prices. In another surprising data, China's exports of
unwrought aluminium and aluminium products came to 395,424
tonnes in August, the highest in four months though down 11%
from August 2019. China turned net aluminium importer in July for

L OSWAL

Meta

Is

Please refer to the disclaimer at the end of the report.



the first time since 2009, buoyed by another rare arbitrage
opportunity. In the first eight months, China's aluminium
exports, also hit by weak demand overseas due to the
coronavirus pandemic, were down 20% on the year at 3.13
million tones.
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