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Nickel has exciting long-term prospects as its use in electric vehicle batteries is expected to drive its
demand growth in the future. This structural trend has however not immunised it against the recent
headwinds facing industrial metals. Industrial metals are cyclical commodities and their performance is
fuelled by global economic growth. The sector has therefore been under pressure from trade wars and,
more recently, coronavirus. In this blog, we want to shift the focus back to nickel’s strategic case. We remain
cognizant that the current storm is not over yet but expect a smoother sail once the existing headwinds
subside.

Analysing nickel’s recent history

Nickel has strongly outperformed the industrial metals basket (composed of copper, zinc, aluminium and
nickel) in the last 3 years (Figure 1). The sector has faced challenges since the advent of trade wars in 2018
both directly due to tariffs and indirectly via a resulting slowdown in global economic activity. Nickel too has
had its share of price volatility during this time. The metal rallied sharply in July 2019 on the expectation
that Indonesia, which produces a quarter of global nickel supply, will bring forward its nickel ore export
ban by 2 years to January 2020. Indonesia announced this decision soon thereafter. Concerns of supply
shortages drove the price in a market which was already in a deficitl. Nickel's fortunes reversed in the last
quarter of 2019 as stainless-steel demand, which currently accounts for nearly two-thirds of the metal’s
use, dwindled. The dynamics of the nickel market are however changing which is why we have an optimistic
view of the future.

Source: WisdomTree, Bloomberg. Monthly data from 01/01/2017 to 03/01/2020. Industrial metals basket
refers to the Bloomberg Industrial Metals Subindex.

Historical performance is not an indication of future performance and any investments may go
down in value.

Battery solutions to take a larger share of nickel

According to metal experts Wood Makenzie, battery solutions are expected to account for more than 30%
of the total demand for nickel by 2040, up from around 4% today (Figure 2). This is because electric vehicles
are forecasted to be around 50% of all passenger car sales by 2040, up from around 8% today. Batteries
need to become more efficient to enable this growth and nickel is expected to play a pivotal role. According
to the Nickel Institute, nickel containing Lithium-ion batteries are powering the electric vehicle revolution

as nickel in batteries helps deliver higher energy density and greater storage capacity at a lower cost. This
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will allow electric cars to have both a longer range, i.e. the ability to drive longer distances without requiring
a recharge, and lower cost promoting wider adoption.

Now, the impact on price from demand growth can, in theory, be offset by an equal increase in supply. We,
however, believe that supply growth will be much slower as, according to Wood Mackenzie, the average
time for a new nickel mining project to start producing the metal is around 9 years. Miners will seek higher
prices to be incentivised to undertake such projects.

Source: WisdomTree, Wood Mackenzie. Forecasts (F) from 2019.

Forecasts are not an indicator of future performance and any investments are subject to risks and
uncertainties.

It is uncertain how quickly the current headwinds facing industrial metals will dissipate. Having said

that, the market dynamics of nickel are changing and the long-term outlook appears promising for the
metal supported by a thematic shift towards electric vehicles which is being powered by nickel containing
batteries. With the nickel market already in a supply deficit, we expect growing demand to support its price
in the long-term.

1 According to the International Nickel Study Group, nickel's supply deficit was 6.2% in 2018, 3.2% in 2019
and forecasted to be 1.8% in 2020 relative to its demand based on data available as of 31 October 2019.
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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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