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Copper production is due to increase in 2020; however fears of global economic slowdown to keep a lid on prices

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
Thursday, October 31,2019 ﬂ ABANS

COPPER PRODUCTION IS DUE TO INCREASE IN 2020; HOWEVER FEARS OF GLOBAL ECONOMIC SLOWDOWN
TO KEEP A LID ON PRICES

4 Copper prices have been rallying lately due to recent production outages and a widening
deficit for the first seven months of 2019. The supply situation is expected to improve in 2020,
and slower demand growth could keep prices under pressure.

4 The world mine production of Copper declined by about 1.3% in the first seven months of 2019,
and refined production remains unchanged according to International Copper Study Group
(ICSG). Moderate growth of 0.5% was seen for refined copper usage till July 2019. In the first
seven months of 2019, refined copper balance is indicating a deficit of 325000 tonnes against
a deficit of 237000 tonnes in same period last year. ICSG expects world mine production and
refined production to increase in 2020 and deficit situation could turn to surplus in the
absence of any significant improvement in demand. A deficit of 325000 tonnes in 2019 is
forecast to be a surplus of 280000 tonnes in 2020.

Mine Production

4 A drop in world mine production of 1.3% in first seven months of 2019 was mainly due to a 55%
decline in Indonesian production. The Grasberg and Batu Hijau mines in Indonesia were
transitioning between ore bodies. Along with Indonesian production shortage, weather
disruption in Chile, strikes in Peru, and lower output in the African Copper belt also lead to an
increase in the deficit.

4 In the latest report, ICSG is expecting 2020 world mine production to increase by 2%.
Additional supply is expected to come from Indonesia and Africa. World mine production
could increase to 21.572 million tonnes in 2020 from 20.504 million tonnes in 2019 and 20.575
million tonnes in 2018. In 2021, growth may be above 2% if new proposed projects start on
schedule.

4 According to private estimates, Global mining companies have taken up capacity
enhancement projects, and world copper mining capacity is estimated to reach 25.9 million
tonnes in 2021, with 20 per cent being from the solvent extraction process.

Refined Production

4 Problem in smelting units around the world, led to a drop in production of refined copper.
World refined production dropped by 05% in the first seven months of 2019. Technical
problems at Chilean smelting units, continued suspension of the Tuticorin smelter in India
and power interruptions plus a new tax on imported raw materials in Zambia are some of the
key reasons behind the drop in refined copper production.

4 ICSG expects world refined production to increase by 4.2% to 25281 million tonnes in 2020
from 24250 million tonnes in 2019 and 24.098 million tonnes in 2018. A rise in world refined
production in 2020 based on capacity expansion in Ching, improvements in Africa and a
return to a full capacity of numerous smelters/refineries affected by operational issues this
year.
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Warehouse Inventory

4 | ME warehouse stock now stand at 2, 61,025 tonnes from 1,30,025 tonnes in Dec’18 which have
doubled in last 10 months. SHFE warehouse stock now stand at 1,43,010 tonnes from 118686
tonnes in Dec’18, which a 20% increase in ten months. Comex warehouse stock now stand at
34,713 tonnes from 1,10,480 tonnes Dec'18 levels with a 68% drop in last ten months. China
invisible inventory reported by SMM now stand at 16,61,161 tonnes from 16,91,578 tonnes with a
drop of 18% in last ten months. Total visible and invisible copper inventory at major
warehouses have increased by 2.4% from Dec’18 level. It is indicative of a significant drop in
industrial demand amid a broad slowdown.

Demand

4 Global economic data are indicating a slowdown in all major economies. According to the
latest IMF report, Global growth is forecast at 3.0 per cent for 2019, its lowest level since 2008-
09 and a 0.3 percentage point downgrade from the April 2019 Outlook. Growth is projected to
pick up to 3.4 per cent in 2020 (o 0.2 percentage point downward revision compared with
April.) Uncertainty in the Middle East, Brexit issue, the trade war between US-China and US-
EU are the key reason behind current slowdown. A timely solution to this issue could support
demand in 2020.

4 A slowdown in world economic growth is expected to hurt world refined copper usage growth
in 2019 and 2020. However, Infrastructure development in major countries such as China and
India and the global trend towards cleaner energy will continue to support copper demand.
According to ICSG estimates, global apparent refined usage is expected to increase by
around 0.3% in 2019 and about 1.7% in 2020. Global apparent refined use was 24.502 million
tonnes in 2018, which could grow to 24.570 million tonnes in 2019 and 25 million tonnes in 2020.

Outlook

4 We expect Copper to trade in a range for short term due to the drop in production levels in
2019. Optimism over US-China trade talk is also lending support. Long term outlook remains
negative following production levels in 2020 and slowdown in the world economy to dent
copper demand in coming quarters.
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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

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

in|v | 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
mailto:kamlesh.jogi@abans.co.in
mailto:info@abans.co.in
http://www.abans.co.in/
http://www.abans.co.in/
mailto:compliance@abans.co.in

	DAILY ANALYSIS REPORT

