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Base metal prices have given away early year gains
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Source: Bloomberg, Wood Mackenzie, Citi Research

Our copper physical indicator still points to moderate tightness (rhs), and producer margins are now slightly 

negative vs $6,080/t marginal cost (lhs)
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Compare with the genuinely tight, macro defying - Palladium
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Macro sentiment is particularly important to copper in the short run  
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Source: Bloomberg, Citi Research

Copper took the brunt of the trade war fears in June, but divergences to other commodities do not tend to last
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Macroeconomic sentiment is particularly important to copper in the short run  
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Source: Bloomberg, CFTC, LME, Citi Research

Copper positioning is now very low, and consistent with a sub 50 China PMI print (vs April print of 50.1) 
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Robust housing starts +13% ytd End Use Copper Demand still positive

Dec-18 4.4% 21% 8% 1% -14% 0.1%

Jan-19 -0.7% -3% 6% -1% -10% 0.3%

Feb-19 -1.1% -3% 6% -1% -16% 0.3%

Mar-19 5.2% 11% 20% 2% -1% 2.0%

Apr-19 1.0% 3% 7% 3% -13% 1.0%

YTD 2.5% 1% 11% 1% -9% 1%

CCET End 

Use (YoY)

All Other (ex-

Grid) 32%

Building & 

Construction 

22%

Cooling/Aircon 

11%

Appliances 

10%

Automotive 

7%

Source: Bloomberg, China NBS, Zoomblian, Komatsu, Citi Research



Trade war risks to global growth have been a drag on metal prices
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Source: Bloomberg, Citi Research

Trade balance of Auto’s and auto-parts

Simulation GDP at full blown trade war*

May 20- US lifts Canada-Mexico metal tariffs: key steps towards USMCA

June 1 – China implements retaliation, increased tariff's across $60Bn of US imports

June 24 – (As soon as) US implementation of 25% tariffs on ~$300bn Chinese imports. The USTR scheduled hearings for 

June 17 and headlines suggest tariffs on the $300bn implemented 7 days after.

June 28-29 - G20 leaders summit, Xi-Jump meetings, opportunities for a deal?

November 14 – Hard deadline for US auto/auto-parts – focus on Europe 

----------November 2020- US Presidential elections -------

* US- China e.g. 25% tariff on all bilateral US-China trade starting in late 2Q), and a partial increase in 

tariffs between the US and the EU (e.g. 25% on US imports of EU cars and parts, plus proportionate 

retaliation, plus tariffs vs aircraft subsidies, starting in 4Q)

Citi remains cautiously optimistic on a veneer of a US-China trade deal in Q2, perhaps at the June G20 Summit, we note that the 

timeline for a potential trade deal to cease tensions could extend well into 2020 or beyond, and that a China-containment strategy 

beyond trade will continue. Wider auto-tariffs are still coming.

Auto-auto parts trade balance



Trump – deal maker or ideologue? 
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Source: Bloomberg, Citi Research

New US Tariffs pose greater inflation risks

US implemented tariffs on China 

(as part of section 301 investigation)

US Equity markets so far largely outperform 

but drop from April highs



Our top down work supports at least 2% Chinese Copper demand growth…
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Our 2% China refined copper consumption growth forecast looks easily consistent with the latest China credit data. Even assuming

no incremental y/y growth in credit flows for the remainder of 2019, the credit impulse looks more than sufficient to support our 

forecast. We see the impact of higher tariffs as somewhat mitigated by our assumption of sufficient further China easing to get 6.4 

percent GDP growth. 

Source: Bloomberg, Citi Research, China NBS

The increasing China credit impulse suggests that if anything the risks to our China 

refined copper demand growth forecast is skewed to the upside 
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Citi’s base case (60% weighting) is constructive vs current prices
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Our new base case is predicated on continued 25% tariffs on the first $250bn through the 3Q19, that trade 

negotiations continue, and that they resolve during 2H19 with a gradual unwind of tariffs starting in 4Q19.

Source: Bloomberg, LME, China NBS



Positioning is largely ‘flushed’ out,
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How low can copper go? <$5000/t is possible on big surplus, collapsing costs

19

Source: Bloomberg, Wood Mackenzie, Citi Research
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Volatility in labor and services costs tends to be 

associated with moves in the dollar, while the 

other components are linked to commodity prices 

such as oil, coal, and steel 

1) $5k= major trade war escalation= major surplus, 5% USD vs producer currencies, -20% 

consumables: Oil to $60, coal to $67 and steel scrap to $260 

2) Citi bear case = $5,500, China stimulus/scrap recovery = small surplus-balanced.



$US non commercial positioning is long… 
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Source: Bloomberg, Citi Research

$US – positioning appears to be long…EM set the path forward

…supported by widening US-ROW interest rate differentials
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Long run price forecasts 
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Source: Citi Research



Additional slides



Quantifying the impact of US tariff’s on Chinese economy
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Source: Bloomberg, Wood Mackenzie, Citi Research



Longer term – China consumer shift and shale supply growth are headwinds
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Source: NBS, Citi Research

China slowdown is weighing heavily on commodities 

demand…
…as China’s share of global metal demand rose rapidly 

over the past decade
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Copper  demand growth is relatively tightly linked to global IP growth 

Source: Citi Research, Wood Mackenzie
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We continue to assume below trend (<3%) copper demand growth
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Source: Bloomberg, Wood Mackenzie, Citi Research

China dominates copper consumption growth (y/y chg)

Refined copper consumption by economy (‘000t)We forecast sub-trend copper demand growth

China relative to ex-China copper consumption trends

Global refined copper consumption forecasts

kt 2016 2017 2018 2019f 2020f 2021f

Western Europe 3,342 3,332 3,439 3,502 3,549 3,603

Japan 985 1000 1035 1036 1022 1022

USA 1,816 1,818 1,873 1,913 1,949 1,981

China 10,697 11,047 11,578 11,813 11,999 12,210

India 498 518 546 580 616 653

Korea 680 689 677 702 725 747

Taiwan 491 492 459 474 489 501

Other Asia (ex-Japan) 1,190 1,250 1,205 1,241 1,279 1,317

Africa 215 216 219 219 220 221

Latin America 839 849 849 853 852 854

Other 1,785 1,804 1,816 1,830 1,817 1,800

World 22,537 23,014 23,696 24,162 24,516 24,909
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Long run copper pricing dynamics
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Source: Bloomberg, Wood Mackenzie, Citi Research
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A non-zero level of copper capex is required owing to mine depletions
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Copper declines are set to be broad based but the 

base of Chilean and Zambian supply looks 

particularly challenged  (‘000t, 5-yr change)

Baseline copper mine supply is set to decline by 4.65mt through 2030 

(includes projects under construction and is presented after disruption 

allowance) (‘000t)   

Source: Citi Research, Wood Mackenzie
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