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Copper: Grinding towards
US$8,000/tonne

In the very short term, tailwinds from a possible US stimulus package
and firm demand picture from China appear to be supportive for copper
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As many in the West start to wind down for the Christmas/New Year holidays, copper has
chosen to end the year on a high note. Three-month prices in the LME market are grinding
towards $8,000/tonne, riding the dollar bear trend. In the meantime, US politicians have been
banging the drum on the long-awaited Covid-19 relief package, so investors are hoping this will
give fresh impetus to copper.

The funds community has been enthusiastic on copper given the macro tailwinds and the
long-term bull narrative rooted in copper’s increasing usage from electrification - tied to global
decarbonisation and energy transition. Both the US CFTC data and LME COTR report are
providing a glimpse of the trend here. The data is showing that money managers’ net long
positions have risen to almost three-year highs; while in LME, the quasi-‘money mangers'’
category is now at the highest level (net long positions) since the bourse revamped the data
back in early 2018.

There are indeed some new developments on the decarbonisation/energy transition front that
should reinforce the optimism towards copper's medium- and longer-term demand narrative.
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EU leaders decided last Friday (11 December) that emissions should be cut by “at least 55%”
by 2030 (vs. 1990 level). The UK has an even more aggressive target. The government shed
some light on this in its latest white paper on the energy sector published on 14 December,
which calls for a clear step up towards renewable energy and electric vehicles. All of this won't
happen overnight, but the message from all major economies, either through pledges or a
scaling up of current targets, is clear and should offer support.

In the copper market, exchange reportable inventories (LME & ShFE) continued to decline.
China’s strong exports of air-conditioners/refrigerators have been helping to keep copper
tube/pipe producers busy. According to the SMM report, the average operation rate in this
sector grew 4.28% month-on-month in November. In the copper-intensive new energy
vehicles sector, sales growth has been picking up momentum over the last couple of months.
In November, New Electric Vehicle sales increased by 104.9% YoY to 200,000 units- a monthly
record, which brings the total sales year-to-date to over one million units (1.109 mln units;
+3.9% YoY).

In the very short term, macro tailwinds from a possible US stimulus package and firm demand
picture from China appear to be supportive of copper, in our view.

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING") solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO0O0341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.


https://www.ing.com

