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Key Takeaways
e The base metals market is demonstrating that the cure for low prices is low prices.

e Supply constraint following heavy losses in industrial metals is tightening the market and helping to
generate a rebound.

» Tentative signs of China’s demand firming have also helped prices.

 Related Products WisdomTree Industrial Metals, WisdomTree Industrial Metals Enhanced, Wis-
domTree Copper, WisdomTree Nickel Find out more

The Bloomberg Commaodity Industrial Metals Index has risen 6.9% in April 2024 so far (28/03/2024 -
11/04/2024) following a decline in the first quarter of this year. Could this be a turn in the industrial metals
cycle?

There is an adage that the cure for low prices is low prices. We are seeing that play out in industrial
metals. With industrial metal prices having suffered through most of 2023, supply restraint from miners and
smelters has become the response and as a result, industrial metal prices have started to regain some lost
ground. As the chart below shows, capital expenditure tends to lag industrial metal prices. Up until recently,
capital expenditure in mining activity was accelerating, but in the last quarter we saw a deceleration (albeit
still positive year-on-year growth). That deceleration in capex, combined with other signs of supply restraint
could mark the turning of the industrial metals price cycle.
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Mining Capital Expenditure and Industrial Metal Prices
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—Capital expenditure (Capex, Left) =——Industrial metals price (right)

Source: WisdomTree, Bloomberg, February 1997 to March 2024. Historical performance is not an
indication of future performance and any investments may go down in value.

Nickel projects mothballed

In January, First Quantum Minerals Ltd announced that it would suspend nickel mining at Ravensthorpe
and only process stockpiles. Panoramic Resources Ltd also announced that it would suspend its nickel
mining operations at its Savannah mine. Then mining giant BHP announced plans to shut down its Nickel
West operations. All these projects are in Australia.

However, the main source of oversupply is from China and Indonesia in low quality nickel suitable for
Nickel-Pig-Iron (NPI). We believe nickel output could be cut by 100,000 metric tons this year as producers
seek to limit losses following a slump in the price of the metal.

Koniambo Nickel SAS (KNS) — a joint venture between Société Miniere du Sud Pacifique SA (SMSP) and
another mining giant Glencore plc —made the decision to transition KNS into care and maintenance in
February 2024. Even with the French government’s proposed assistance, high operating costs and weak
nickel market conditions would have meant that KNS would be an unprofitable operation.

Coordinated copper smelting restraint

In March, China’s top copper smelters agreed to jointly embark on production cuts at some loss-making
plants as they seek to cope with a shortage of raw material. That exemplifies the juxtaposition between
tight raw material availability and weak prices — a situation hard to maintain.
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Chinese smelters had been rapidly expanding their capacity over the past year to get ahead of an expected
surge in copper demand from sectors related to the green energy transition such as electric vehicles or
wind and solar energy. But several mine disruptions globally, including the shutdown of the big Cobre mine
in Panama owned by First Quantum, have meant copper concentrate is now in short supply.

Demand not as bleak as feared?

Industrial metal prices opened the year weighed by ongoing concerns around the Chinese economy. The
new GDP growth targets set in early March 2024 for China were initially met with scepticism as they were
not supported by a new bout of stimulus. However, Chinese Manufacturing Purchasing Managers Indices
appear to be rebounding (with the latest reading above the crucial 50 demarcation between contraction
and expansion).
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Important Risks Related to this Article

Important Information

Marketing communications issued in the European Economic Area (“EEA”): This document has
been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the
Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been
issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom
Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as
applicable). Our Conflicts of Interest Policy and Inventory are available on request.

For professional clients only. The information contained in this document is for your general
information only and is neither an oer for sale nor a solicitation of an oer to buy securities or
shares. This document should not be used as the basis for any investment decision. Investments
may go up or down in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should be based on the
information contained in the appropriate prospectus and aer seeking independent investment, tax
and legal advice.

The application of regulations and tax laws can oen lead to a number of dierent interpretations. Any views or
opinions expressed in this communication represent the views of WisdomTree and should not be construed
as regulatory, tax or legal advice. WisdomTree makes no warranty or representation as to the accuracy of
any of the views or opinions expressed in this communication. Any decision to invest should be based on
the information contained in the appropriate prospectus and aer seeking independent investment, tax and
legal advice.

This document is not, and under no circumstances is to be construed as, an advertisement or any other
step in furtherance of a public oering of shares or securities in the United States or any province or territory
thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or
indirectly) into the United States.

Although WisdomTree endeavours to ensure the accuracy of the content in this document, WisdomTree
does not warrant or guarantee its accuracy or correctness. Where WisdomTree has expressed its own
opinions related to product or market activity, these views may change. Neither WisdomTree, nor any
ailiate, nor any of their respective oicers, directors, partners, or employees accepts any liability whatsoever
for any direct or consequential loss arising from any use of this document or its contents.
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