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Oct 2016

BASE  METALS (January  - September 2016) (% change)PERFORMANCE 
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COPPER Key news

Overview and outlook

Copper ended the month on positive note as it moved 

in range of 309.50-329.30 in September 2016. 

According to International Copper Study Group 

“global refined copper market for June showed an 

apparent production deficit of around 83,000 mt, 

mainly due to strong Chinese apparent refined copper 

demand”.

Copper price can get under pressure as ECB may 

unwind its 80-billion-euro ($90-billion) monthly 

Demand worriesbond purchases gradually before ending its 

quantitative easing program next year. The IMF also 
While copper’s supply could rise in the coming 

projected weaker growth in advanced economies like 
months, there could be more moderation in Chinese 

US. US 2016 growth is now projected at 1.6% from 
copper demand. Copper’s demand-supply mismatch 

2.2% earlier. Also, local governments in China 
is already reflected in the LME (London Metal 

announced a flurry of property market cooling 
Exchange) copper inventory. Total copper inventory 

measures, seeking to douse fears about a real estate 
in the LME is currently at the highest level since 

bubble. Four Chinese cities starting with capital city 
December 2013. However, SHFE (Shanghai Futures 

Beijing, tightened rules for home purchases, which 
Exchange) inventory has fallen to the lowest level 

increased the down payment required on real estate 
since July 2015.

purchases. China, the world’s biggest consumer of 

copper, cut imports of the refined metal to the lowest 

level in 18 months in August as domestic production 

climbed amid increasing foreign purchases of ore and 

concentrate.

Looking ahead, copper prices may remain on volatile 

path as its prices can trade in range of 315-345 in Oct. 

Better PMI data supportive for prices

Chinese official manufacturing PMI held in 

expansion territory last month at 50.4, the highest 

level in almost two years.

Japanese manufacturer’s confidence remains flat in Analysis: Copper production in China surged to 

September 743,000 metric tons in August—an almost six-month 

high. According to data reported by the International 
Confidence among big Japanese manufacturers was 

Copper Study Group (or ICSG), the refined copper 
flat in the three months to September and service-

balance in 1H16 was a deficit of 306,000 metric tons. 
sector sentiment worsened to its lowest in nearly two 

This is close to a seasonally adjusted deficit of 
years, the Bank of Japan's closely watched tankan 

227,000 metric tons.
survey showed.

®

Oct 2016
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In the month of Oct 2016 copper prices may 20,000 tonnes of nickel ore.

remain on volatile path.  Movement of various 

Key newseconomic indicators such as PMI data, home 

sales, employment data and Chinese demand 
Indonesia 'still discussing' overturning will give further direction to the copper 

nickel ore export banprices. 

Indonesia is still considering whether to resume 

nickel ore exports amid broader talks on the mining 

rules in Southeast Asia's biggest economy. Indonesia 

banned exports of unprocessed nickel ore in 2014. 

Smelter companies have said they fear a reversal of 

the ban would undermine prices of the metal and put 

at risk up to $12 billion in investments. The 

Philippines took the crown as the world's top nickel 

ore exporter after Indonesia banned nickel ore 

shipments, and now accounts for around one-quarter 

of the world's mined nickel supply, most of which is 

shipped to China. But Indonesia has found 

compensation in shipping nickel pig iron to China, 

India and other buyers, and the industry now worries 

that resuming ore exports could undermine the prices 

for such semi-finished and refined metals.

Overview and outlook

Nickel prices ended the month of September on 

positive note due to increase in stainless steel demand 

and supply concerns .Overall it moved in range of 

642.50-718.50. 

In the month of Oct 2016 Nickel prices may Nickel prices continued to be bullish because of 
continue its recovery on renewed demand 

tighter supplies after top ore exporter as Philippines 
from steel sector and crackdown on mines in 

launched an environmental crackdown on mines. 
Philippines .Recently inventory positions and 

movement of local currency is likely to 
Nickel prices can move in range of 640-750 in the 

influence its prices on domestic bourses. 
month of Oct 2016.  Philippines, the world's largest 

shipper of mined nickel used in stainless steel, is 

carrying out an environmental audit and closing mines 

that don't meet international standards, curbing supply. 

Output of stainless steel in China, the world's biggest 

producer, has also been increasing this year as new 

capacity fires up. Disruption from the Philippines to the 

global market could be capped at between 15,000 to 

Nickel

Range 

Copper      

MCX (June): Rs 315-345 per kg

LME: $4620-5000 per tonne

Range 

Nickel     

MCX (June): Rs 640-750per kg

LME: $9900-11000 per tonne
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Lead and Zinc

Global mines shutdown and deficit 

supporting Lead prices

Global mine shutdowns over the past year and moves 

by lead producers to curb output amid low prices have 

tightened global supply of the metal used to make 

batteries. It is expected that there can be global deficit 

in lead concentrate of 146,000 tonnes this year and a 

deficit of 29,000 tonnes in China. That compared to 

last year's surplus of 117,000 tonnes in China and 

157,000 tonnes globally. The upcoming winter is 

usually a high season for battery replacement since 

extreme cold weather typically causes failures. 
Overview and outlook China's imports of lead ore and concentrate dropped 

10 percent in January-August. China's stricter 
Lead

environmental regulations had also curbed the 

output of smelters that recycle lead ingot from 
Lead prices surged sharply higher and hit the 

batteries.
highest level for more than one year on supply 

constraint as it hovered in range of 124.60-140.50 in 
China electric cars to drive China’s auto 

the month of September. Lead can move in range of 
sales in second half

132-150 in MCX. The battery metal has benefited as 

a power outage in Australia halted the 185,000-
Chinese auto market will continue to do well in the 

tonnes-per-year Port Pirie lead smelter owned by 
second half of this year after strong sales in June, 

Nyrstar NV.  It has also been boosted by a single 
thanks to government policy support and a solid 

player's accumulation of up to half of on-warrant 
increase in sales of SUVs and growth in the electric car 

LME lead inventories. World’s second biggest 
segment. Strong car sales growth on the mainland has 

economy China is showing some recovery which has 
been driven by policy decisions after the Chinese 

actually boosted up the market sentiments.
government halved purchase taxes from 10 to 5 per 

cent on all cars with an engine displacement of 1.6L or 
Supply constraint supporting Lead 

less.
prices

ILZSG estimates of Lead
London lead futures climbed to the highest since 

May last year recently and hit strongest level since World refined lead metal supply exceeded demand by 
2013 in Shanghai amid worries over tighter supply 43000 tonnes during the first seven months of 2016, 
in top market China and elsewhere, while nickel according to latest data released by the International 
slipped below seven-week highs with supply risks Lead and Zinc Study Group (ILZSG).
from top ore exporter Philippines seen limited. The 

World refined lead metal output rose 0.7% during the supply of lead concentrate in China is very tight and 

period to  6.21 million tonnes, primarily influenced by the shortage may threaten production of primary 

increases in Canada, Kazakhstan and  the Republic of lead smelters in the fourth quarter.

Korea that were partially offset by a fall in China.

®

Oct 2016
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Lead  mine production, however, was 5.6% lower 
Recently closure of large zinc mines in Ireland and 

than during the corresponding period of  2015 
Australia also supported zinc prices. Zinc demand is 

mainly as a consequence of reduced production in 

outpacing supply by a wide margin. The market is Australia, India and the  United States.

likely to be in a 360,000 tonne deficit this year, as an 
European usage of refined lead metal increased by 

environmental crackdown on zinc mines in China 
9.4% during January to July this year mainly due to 

limits the country from restarting production.
increased demand in Germany, Poland and the 

United Kingdom. In contrast apparent usage in IZLSG Zinc estimates
China fell by 6.4% and in the United States, was at 

According to preliminary data recently compiled by 
the same level as during the first seven months of 

the ILZSG, the global market for refined zinc metal 
2015.

was in deficit by 174kt from January to July 2016 with 

total reported inventories falling by 17kt over the 

same period. 

A  decrease  in global  zinc mine production  of 6.1% 

was  primarily  due to  significant  reductions  in 

Australia, India, Ireland and Peru.  

World refined zinc metal output declined by 3.9%. 

This was principally a result of a sharp reduction  in 

Indian production  and  a decline in  the United States 

where Horsehead  Holdings'  new operation in 

Moorseboro remains closed. 

Zinc A rise in global usage of refined zinc metal of 0.7% was 

Overview and outlook driven mainly by an increase in Chinese apparent 

demand of 6%  that  more than balanced sharp 
Zinc counter ended the month of September on the 

declines in the United States  and Taiwan (China). 
positive note as it moved in range of 147.35-159.30. 

European usage increased by 1.9%. 
Zinc investors have been drawn in by a narrative of 

Chinese  imports of zinc  contained  in zinc 
mine closures and a resulting tightening of the 

concentrates declined by 34.5%  to 479kt. However,  
supply chain. As zinc prices weakened over the past 

the country's net imports of refined zinc metal rose by 
three years, more than 1.5 million mt of mine 96% to 296kt.   

capacity was either idled or closed permanently.
Potential zinc mine restarts 

Overall it can move in range of 147-165 Speculation has swirled that higher zinc prices may 

in the month of October 2016. tempt major producers to reverse output cuts, 

including Glencore, which slashed 500,000 tonnes of 

annual zinc output last year. While analysts caution Key news
that this is unlikely to happen soon, the talk of 

Closure of large zinc mines in Ireland 
possible restarts has injected a note of caution into the 

and Australia also supported zinc zinc market

prices 
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Overview and outlook

Aluminum surged higher in the month of September 

on rising energy prices, tight premiums and good 

demand. Overall it moved in the range of 104-111.10.  

Surcharges for physical aluminum have stabilized in 

Europe and the United States as more attractive 

financing deals and firmer demand tighten the 

market, but those in Japan are vulnerable to sliding 

further due to a glut of supply.

Aluminium is used in construction and relies much 
Analysis: Lead and Zinc spread can move in range more heavily on manufacturing of vehicles and 
of -24 to -15 in Oct 2016.

equipment and retail applications such as packaging. 

These aren’t necessarily the sectors that will benefit 

the most from any increased Chinese stimulus In Oct 2016, Zinc and Lead prices can 
spending; meaning aluminium probably lacks as continue its upside on supply concerns. 

Overall its prices will depend upon strong a demand story.

a u t o m o b i l e ,  c o n s t r u c t i o n  a n d  

infrastructure demand. Moreover situation Aluminum prices can move in range of 
of cancelled warrants along with stock 

106-116 in MCX.

key News

position will impact its prices.

Aluminum 

Oct 2016

Range 

Lead

MCX (May): Rs 125-150 per kg

LME: $1950-2180 per tonne

Zinc 

MCX (May): Rs 147-165  per kg

LME: $$2250-2500 per tonne

Source: Reuters

Source: Kitco metals
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Real estate indicators International Aluminum Institute, China produced 

2.7 million metric tons of aluminum in 
The land area purchased by Chinese real estate August—down 0.8% from the same month last year. 

enterprises for future developments has fallen 8.5% On a year-to-date basis, Chinese aluminum 

production ( ) has fallen 2.8% in the first eight YoY (year-over-year) in the first eight months of 
months of the year. The country's aluminum 

2016. The rate of decline was 0.9 percentage points 
production has fallen on a YoY basis in every month 

higher—compared to the first seven months of the 
this year with the exception of March.

year. China's new construction starts rose 12.2% 

YoY in the first eight months of 2016 after falling 

steadily for two years, as you can see in the above 

graph. However, the growth rate fell compared to 

the first seven months of the year.

In Oct 2016 aluminum prices are 

expected trade on firm path as demand 

from auto and construction sector will 

give support its prices.

China Cars sales

China's car sales have been boosted by the sales tax 

cut announced last year.  Expect that China will 

extend the tax cut to next year. If the tax cut isn't 

extended, we could see some moderation in the 

country's car sales. Even with the tax cut, we might 

not see big year-over-year spikes next year. Some 

consumers might have proponed their car 

purchases to the current year. US automobile sales 

could also see stagnation if not a slowdown next 

year. Expect car sales in Europe to also moderate 

next year after two years of rapid growth.

Chinese Aluminum Production 
Continued to Fall in August

Chinese aluminum production continued to fall in 

2H16. According to the data released by the 

ACH

Oct 2016

Range 

Nickel     

MCX (June): Rs 106-115 per kg

LME: $1600-1750 per tonne

Source: Kitco metals
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Some Key US Economic indicator charts
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Source: Reuters

Oct 2016
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Source: Reuters

Oct 2016

Source: Reuters
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SMC Global Securities Limited is proposing, subject to receipt of requisite approvals, market conditions and other considerations, a further public offering of its equity shares and has filed the Draft Red Herring Prospectus 
with the Securities and Exchange Board of India (“SEBI”) and the Stock Exchanges. The Draft Red Herring Prospectus is available on the website of SEBI at www.sebi.gov.in and on the websites of the Book Running Lead 
Manager i.e., ICICI Securities Limited at www.icicisecurities.com and the Co- Book Running Lead Manager i.e.,  Elara Capital (India) Private Limited at www.elaracapital.com . Investors should note that investment in 
equity shares involves a high degree of risk and for details relating to the same, please see the section titled “Risk Factors” of the aforementioned offer document.

Disclaimer:

This report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to you. It is only for private circulation and use .The report is based upon information 
that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the contents of the report.  The report should not be reproduced 
or redistributed to any other person(s)in any form without prior written permission of the SMC. 

The contents of this material are general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage 
that may arise to any person due to any action taken on the basis of this report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an 
individual client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the macro 
and micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions.

Please note that we and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance if this material;(a) from time to time, may have long or short positions in, and buy or sell the 
commodities thereof, mentioned here in or (b) be engaged in any other transaction involving such commodities and earn brokerage or other compensation or act as a market maker in the commodities discussed herein (c) 
may have any other potential conflict of interest with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.

Sandeep Joon Sr. Research Analyst (Metals & Energy)

Boardline : 011-30111000 Extn: 683 sandeepjoon@smcindiaonline.com
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