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Supply concern and falling LME inventories to keep Nickel prices firm
Crude oil prices up after a surprise drop in US inventory

Abans Broking Services (P) Limited | www.abans.co.in | info@abans.co.in

in|lv | f| =



http://www.abans.co.in/
mailto:info@abans.co.in
https://www.linkedin.com/company/3877688
https://twitter.com/ABansGroup
https://www.facebook.com/abansgroupofcompanies/
https://www.youtube.com/channel/UCRguP2q8wLX1iyP1hjFQMOg

DAILY ANALYSIS REPORT ﬂ ﬁ B ﬁ NS
Thursday, October 24, 2019
SUPPLY CONCERN AND FALLING LME INVENTORIES TO KEEP NICKEL PRICES FIRM

e Nickel prices touched one-week high today, after authorities in Papua New Guinea shut down a nickel
processing plant following a slurry spill. Papua New Guinea nickel plant is run by Metallurgical
Corporation of China.

e Inanotherincident, an accident at major Nickel producer Nornickel’s mine this week in Siberia was also
providing support to prices. Norilsk Nickel's Siberian operations include two ore concentrators, capable
of treating 1MMt/y of ore, and three smelters with a combined capacity of 350,000t of copper and
160,000t of nickel. Three people were killed on Tuesday in an accident at Taimyr underground mine in
Siberia. This incident raised some supply concerns, but the fear quickly eased after the company said
the mine was unaffected.

e Nickel inventory dropped nearly 46% in one month. LME warehouse stocks were at 156108 mt a month
ago and currently stand at 83694 mt. LME inventory are at 2011 levels. Meanwhile SHFE warehouse
stocks were at 318988 mt a month ago and currently stand at 316466 mt. SHFE inventory drop
marginally in comparison to LME inventory.

e Nickel prices have rallied to five year high in September, following an export ban levied by Indonesia.
Indonesia announced in September 2019 to stop nickel ore exports from Jan. 1, 2020, which was two
years earlier than initially indicated. Indonesia is developing electronic vehicle industry. The
government aims to have 36 nickel smelters by 2022 with a total input capacity of 81 million tonnes.
Nickel is widely used in batteries used by Electronic Vehicles. Nickel prices are up by 59% from
December 2018 levels.

e Indonesia is a big supplier in the global nickel market, which contribute nearly 27% of world mined
production. Indonesia is followed by Philippines at 14%, Latin America at 10% and Caledonia at 9%.

e Export ban in Indonesia will be affecting the supply of ore to China. China imports the ore to produce
nickel pig iron (NPI) which is then used to produce stainless steel. Indonesia will capture lost market
share from China to produce nickel pig iron (NPI). In 2018, China produced nearly 26.71 million tons of
Stainless steel which was nearly 53% of world total production. China depends on Nickel ore imports
from Indonesia. In the years 2015 to 2016, when the Indonesian government restricted nickel ore exports,
China compensated for it by importing nickel from the Philippines. While these imports will replace or
offset the shortage but it will not meet the entire requirement for the China because of lower grade
quality.

e According to a recent report from International Nickel Study Group (INSG), Global demand for Nickel is
expected to increase to 2.52 million tonnes in 2020 versus 2.45 million tonnes in 2019, while global output
of nickel is expected to increase to 2.48 million tonnes in 2020 versus 2.37 million tonnes in 2019.

Outlook

e Supply concern and falling inventory to keep Nickel prices firm. Nickel found strong support around
16000 per ton after a sharp decline from high of 18857, we expect price bounce from current levels if
support level is not broken. We expect supply constraints to continue in the coming months and
warehouse stock to drop further from current level to meet demand. Trade negotiations between US
and China could also provide direction to Nickel prices as Nickel supply deficit to widen further in case
trade war between US and China settles on a positive note.
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CRUDE OIL PRICES UP AFTER A SURPRISE DROP IN US INVENTORY

e Crude oil prices have rallied on yesterday after EIA reported a surprise drop in crude oil inventory. This
drop was mainly due to a decline in US oil imports and increase in exports.

e Energy Information Administration has surprised the market by reporting a draw of 1.7 million barrels
for the week to October 18. Now Crude oil inventories are at 4332 million barrels mark which matches
the five year average for this season. Last week, the EIA reported a 9.3-million-barrel increase in
inventories which kept prices lower thought-out the week.

e Qil refiners in US processed a daily average of 15.9 million barrels per day compared with 15.4 million
barrels per day compared to the previous week. Refiners have increased oil production, but increased
production is getting exported and keeping market in balance.

e According to the EIA report, Net US crude imports fell by 873,000 barrels per day to the lowest on
record, while exports rose 435000 barrels per day to a near-record 3.7 million barrels per day last
week. Over the past four weeks, crude oil imports averaged about 6.17 million barrels per day, down by
1.50 million barrels per day year on year, while crude oil exports averaged about 3.30 million b/d, up by
about 124 million barrels per day year on year.

Outlook

e Brent oil prices have found support around 58.30-57.50 and drop in US crude oil inventory to keep oil
prices firm. The focus is on the US-China trade deal which could provide direction to oil demand as the
global economic outlook is still looking weak and every rise in oil prices could be used a fresh selling
opportunity.
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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:
F 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
A 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 —
Whether ABSPL, or its associates have received any compensation from the subject company in the past twelve months — No
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
A 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
F Whether the Research Analyst has served as an officer, director or employee of the subject company — No
F | Whether the Research Analyst or ABSPL has been engaged in market making activity for the subject company — No
F 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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