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Increasing supply in China and drop in demand to keep Lead prices lower
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INCREASING SUPPLY IN CHINA AND DROP IN DEMAND TO KEEP LEAD PRICES LOWER

4 Lead on London metal exchange is trading below $2000 per tonne and has dropped 12% from
October high of $2263 per tonne in one month. Lead prices dropped as Chinese demand
could drop further in 2020 and supply to improve from current levels.

Demand

4 According to International Lead and Zinc study group (ILZSG), global demand for the refined
lead metal is forecast to fall by 0.5% to 11.81 million tonnes this year and to rise by 0.8% to 11.90
million tonnes in 2020. Meanwhile, demand in China could drop 11% in 2019 and 0.5 drop in
2020; mainly due to drop in automotive production and increasing use of lithium-ion batteries
in the motorcycle, e-bike sector and UPS backup systems. The principal consumption of lead
is for lead-acid batteries which are used in vehicles, and in emergency systems (e.g. hospitals)
as well as in industrial batteries found in computers.

4 China’s car-market gloom continued for 16th consecutive month in October as the traditional
post-holiday demand peak failed to materialize. Total car sales in the world’s biggest market
fell 4 per cent from the same month a year earlier. That followed declines of 52 per cent in
September and 6.9 per cent in August.

4 With the US-China trade war in its 17" month, business sentiments have dropped
significantly. China’s industrial output and retail sales grew considerably slower than
expected in October, and PMI slowed for the sixth month. Industrial production rose to 4.7%
on year on year basis against expectations of 5.4% growth. Retail sales rose 7.2% year on year
in October against the expectation of 7.9%. China’s official Purchasing Managers’ Index (PMI)
also showed a contraction for the sixth consecutive month in October. China is considering
many corrective measures to secure growth after the US imposed the tariffs on Chinese
goods, which led to a slowdown in the Chinese economy.

4 | ead usage is also forecast to decrease by 0.7% both in Europe and the United States in 2019.
In the US, battery shipments declined by more than 3% between January and August
compared to the same period of 2018. However, according to the ILZSG estimates; refined
lead usage will recover by 0.8% in Europe and 12% in the United States in 2020.

Inventory

4 Weakness in demand is resulting in inventory build-up. The Lead Inventory at SHFE
warehouses has doubled in four weeks to 39,104mt from 18,319mt. Social stock in China has
also increased significantly in the past week. Lead smelters continued their delivery to social
warehouses in the absence of local demand. Inventory built-up stayed for the third week.
According to SMM survey report, Social inventories of lead ingots in China rose to 40,000mt
which is a 33% rise in one week. The LME warehouse inventories are marginally down to
66,850mt from 69,250mt in last four weeks.
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Production

4 According to the ILZSG report, Lead metals production has increased in Aug”9 to 970,300
tonnes from 929,300 tonnes in May'19;, meanwhile Mine production dropped in Aug’19 to
350,700 tonnes from 372,600 tonnes in May'19. Lead mine supply, meanwhile, is forecast to
increase by 1.7% and 3.9% in 2019 and 2020, respectively.

4 Production of secondary lead metals is increasing despite a drop in mine production as
smelters are receiving higher treatment charges and sufficient supply of recycled lead-acid
batteries which is increasing their profitability. China produced 3.41 million tonnes of refined
lead in January-September 2019, of which 188 million tonnes was primary lead while
secondary material accounted for 153 million tonnes. According to private research by
Antaike, China could turn out be a net exporter of lead in 2020 from an importer in 2019 and
2018 if demand is continued to drop and production continued to increase at this pace.

4 The ILZG have forecast to rise in global supply in 2020 which will be driven mainly from
Australia and India. The completion of expansions at Hindustan Zinc's mines in India and
substantially higher Australian production will add more metal to the world. In Europe, mining
output could increase by 22% in 2020, which was already higher by 2.3% in 2019. In Ching,
production is also expected to increase by a modest 0.2% in 2020.

Outlook

4 | ead prices are lower as demand in China is very weak, and smelters increased output in
October. Lead market demand is vulnerable in 2019 and is not expected to grow in 2020. In
addition to it, higher production from India and Australia in 2020 will keep Lead prices lower in
the medium term. Ongoing Trade talks between the US and China could provide further
direction. Lead demand could improve from current levels in the case trade war between US

and China settles on a positive note.
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DISCLOSURE & DISCLAIMER: ABANS BROKING SERVICES PVT. LTD. (ABSPL)

Prepared by:

Mr. Kamlesh Jogi | Market Research Analyst
email: kamlesh.jogi@abans.co.in

Phone: +9122 68354176 (Direct)

Abans Broking Services (P) Limited

36, 37, 38A, 3rd Floor, 227 Nariman Bhavan, Backbay Reclamation, Nariman Point, Mumbai-400 021
Phone +9122 61790000 | Fax +9122 61790000

Email: info@abans.co.in | Website: www.abans.co.in

Membership Details:
MCX Member ID: 40385 / SEBI Reg. No. INZOO0032733;
NCDEX: Member ID FO0681/ SEBI Reg. No. INZOO0032733

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).
ABans Broking Services Pvt. Ltd. (ABSPL) is a SEBI Registered Research Analyst having registration no. INHOO0006369. ABSPL, the Research Entity (RE) as
defined in the Regulations, is engaged in the business of providing Stock Broking services. ABSPL is a subsidiary company of ABans Finance Pvt. Ltd.
(AFPL). AFPL is an NBFC, registered with the RBI, in the category of non-acceptance of public deposits.
One of the group companies of ABSPL is ABans Securities Pvt. Ltd. (ASPL) which is a SEBI registered member with NSE, BSE and MSE stock exchanges.
ASPL is also a Depository Participant of CDSL. ABans Commodities Pvt. Ltd. (ACIPL) is another group entity which is also a registered member with MCX in
the Commodity segment. Further details are available on the group website www.abans.co.in Mandatory Disclosures as per the Regulations:
] Ownership & Material conflicts of interest —
4 Whether the Research Analyst or ABSPL, or his associate or his relative has any financial interest in the subject company and the nature of
such financial interest — No
4 Whether the Research Analyst or ABSPL, or its associates or relatives, have actual/beneficial ownership of 1% or more securities of the subject
company, at the end of the month immediately preceding the date of publication of this research report or date of the public appearance - No
4 Whether the Research Analyst or ABSPL, or his associate or his relative, has any other material conflict of interest at the time of publication of
this research report or at the time of public appearance - No
F Receipt of Compensation —
4 Whether ABSPL, or its associates have received any compensation from the subject company in the past twelve months — No
4 Whether ABSPL, or its associates have managed or co-managed public offering of securities for the subject company in the past twelve
months — No
4 Whether ABSPL, or its associates have received any compensation for investment banking or merchant banking or brokerage services from
the subject company in the past twelve months — No
4 Whether ABSPL, or its associates have received any compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past twelve months — No
4 Whether ABSPL, or its associates have received any compensation or other benefits from the subject company or third party in connection with
the research report - No
] Whether the Research Analyst has served as an officer, director or employee of the subject company — No
] Whether the Research Analyst or ABSPL has been engaged in market making activity for the subject company — No
] Other material disclosures, if any

Disclaimer:

The information and opinions contained in the document have been compiled from sources believed to be reliable. The company does not warrant its
accuracy, completeness and correctness. Neither ABans Broking Pvt. Ltd. (ABSPL), nor its directors, employees or aoffiliates shall be liable for any loss or
damage that may arise from or in connection with the use of this information. The document is not, and should not be construed as an offer to sell or
solicitation to buy any securities. This document may not be reproduced, distributed or published, in whole or in part, by any recipient hereof for any
purpose without prior permission from “ABans Broking Services Private Limited”. Your feedback is appreciated on compliance@abans.co.in
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