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Nickel next for electric car boom as Trafigura turns bullish

LONDON: Glencore Plc and Trafigura Group
Pte are often at loggerheads, but one thing
they agree on: the nickel market will be trans-
formed by the rise of electric cars.

Nickel sulphate, a key ingredient in lithi-
um-ion batteries, will see demand increase
50% to three million metric tonnes by 2030,
Saad Rahim, chief economist at Trafigura,
said in an interview.

While other battery metals like cobalt and
lithium have more than doubled since the
start of last year, nickel prices have been sub-
dued because of large inventories.

“When you look structurally, we should
start to get bullish now;” Rahim said. “Are you

going to be able to meet that demand when-

the time comes, given underinvestment in the
supply side?”

His view echoes the outlook from Glencore,
which told analysts recently that nickel pro--
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duction would need to increase 1.2 million
tonnes by 2030, equal to more than half of
current global output, to keep up with
demand from the battery industry. Prices are
currently more than double what it costs
Glencore to mine the metal.

It’s a surprising mood change for a market
with a disastrous reputation.

Nickel was long a thorn for Glencore,
which was saddled with unprofitable opera-
tions following its takeover of Xstrata. It sold
an Australian nickel mine, which Xstrata
bought in 2007 for US$2.4bil, for just
US$19mil in 2015. “The nickel industry’s
been a bit of a dog since about 2007,” Oliver
Ramsbottom, a partner at McKinsey & Co in
Tokyo, said by phone. .

The battery industry could revive the for-
tunes of miners more than a decade after
nickel collapsed from a peak of US$51,600 a

tonne in 2007, when Indonesia and the
Philippines started to flood the market with
low-grade supply. Nickel currently trades at
US$11,635, up 16% for the year.

Future batteries will likely use more nickel
and less cobalt, Rahim said. Cobalt prices
have surged and the biggest source of supply
is the Democratic Republic of Congo.

Read: Battery Boom Relies on One African
Nation Avoiding Chaos of Past

Still, some .analysts are skeptical that the
bullish scenarios will play out. Electric cars
are still a niche industry and nickel oversup-
ply remains a threat, with current stockpiles
four times bigger than since the start of 2012.

Indonesia has authorised its largest pro-
ducer to export more nickel ore. The
Philippines has also discussed ending a ban

on open-pit mining, raising concerns that
supply will spike.

“For years, the market has completely dis-
missed the idea that something positive could
happen in nickel,” Ingrid Sternby, senior
research analyst at Blenheim Capital

‘Management LLP, said in an interview in

London. “With the recent announcements
about Indonesia and the Philippines, it’s easy
to see why the market is still scary enough for
people not to want to be involved.”

About half of global nickel production is in
the form of ferronickel or nickel pig iron,
which is nickel alloyed with iron, making it
suitable for stainless steel. Battery makers,
instead, use nickel sulphate, produced by dis-
solving pure nickel metal in sulphuric acid.

One hope is that the pricing of nickel pig
iron and the high-grade nickel sulphate will
diverge in the coming years, improving the
fortunes of miners that can produce bat-
tery-quality material. — Bloomberg
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UOB Kay Hian: Press Metal eligible for Top 30 stock gauge

PETALING JAYA: Press Metal Aluminium

Holdings Bhd is eligible ta be in the Top 30
stcck gauge of the FBM KLCI by the end of this
year, according to UOB Kay Hian.

The research house said with Press Metal’s
current market capitalisation of RM16bil, the
counter would likely be included in the FBM
KLCI. “For a stock to be eligible for inclusion,
its market capitalisation has to'rise to 25th
place and above. “Press Metal’s potential
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inclusion in the index, coupled with its low
institutional shareholding of about 15%, will
be its share price catalysts,” it said in a report.

Shares in Press Metal closed 12 sen higher

to RM4.43, with 8.4 million shares being trad- -

ed. On a year-to-date basis, the aluminium
smelter’s share price has jumped more than
180%. The FBM KLCI tracks the performance
of the 30 largest companies by market capital*
isation listed on the Main Market of Bursa

Malaysia. The index series is reviewed
semi-annually in accordance with the index
ground rules.

The recent revision saw IJM Corp Bhd
being added to the index and SapuraKencana
Petroleum Bhd being removed.

UOB Kay Hian reckoned that Press Metal is
expected to benefit from higher aluminium
prices on further cuts from China as winter is

approaching.



Source : Star Biz

Date : 06 November 2017 (Monday)

Gold advances as investors weigh Powell as next Fed chief

SINGAPORE: Gold rose as inves-
. tors contemplated the prospect of
Jerome Powell taking the top job at
the Federal Reserve, weighing the
outlook for interest rates and the US
dollar under the leadership of a
policymaker who’s been supportive
of current chair Janet Yellen’s strat-
egy of gradual tightening.

Bullion for immediate delivery
gained as much as 0.5% to
US$1,281.49 an ounce, the highest
inaweek, and traded at US$1,277.98
at 2:05pm in Singapore yesterday,
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according to Bloomberg generic
pricing. The metal’s advance came
as the Bloomberg Dollar Spot Index
lost 0.3%.

Gold has climbed this year, build-
ing on gains seen in 2016, as policy-
makers opted for two rate increas-
es, and took the first steps in paring
the bank’s US$4.5 trillion balance
sheet that was amassed as the Fed
undertook an unprecedented pro-
gramme to revive the world’s top
economy.

President Donald Trump will

announce his decision on Thursday
at 3pm Washington time. Fed gover-
nor Powell is in lme for the post,
sources said.

“Powell is considered to be a dove
and so he’s likely to keep interest
rates low for longer,” Fawad
Razaqzada, an analyst at brokerage
Forex.com, said in a note.

“But let’s not forget also that this

is a NFP week,” said Razaqzada,
referring to the non-farm payrolls
data. He added that the release
“means not many people are ready

to commit in one or the other direc-
tion”.

The speculation over the Fed suc-
cession comes as the central bank
upgraded its assessment of the
economy and reinforced expecta-
tions of a December hike at the end
of its policy-setting meeting on
Wednesday.

Investors are also weighing
uncertainty about the prospects of
Trump’s US tax cuts as there have
been conflicting reports when and
how the rate on companies would

be lowered.

Powell’s appointment to the bxg—
gest job in the financial world is
subject to Senate confirmation.
He’s been a Fed governor since
2012, and in that time has never

.dissented from a monetary-policy

decision.
The Washington native would be
taking over at a tricky time, with

-inflation well below the bank’s 2%

target, while asset prices are at lev-
els considered lofty by policymak-
ers. — Bloomberg
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Demand for steel to pick up

Aminvestment says mega infrastructure projects
kicking off by second half of 2017 to spur local industry

By GANESHWARAN KANA
ganeshwaran@thestar.com.my

PETALING JAYA: Aminvestment Bank
Research remains sanguine on the domestic
steel industry, largely underpinned by the
expected strong demand for steel moving
forward. ,

The research house, which maintained its
“overweight” stance on the steel sector,
expects local demand to pick up following the
roll-out of mega infrastructure projects such
as rail-related projects and township develop-
ment.

Apart from that, steel price is also projected
to improve, mainly due to economic growth in
some regions particularly in emerging market.

Hewever, steel demand from China is
expected to slow down from the financial
year of 2018 (FY18) onwards, given the
expected deceleration in its economic growth.

“Based on the World Steel Association’s
October 2017 short-range outlook, the global
steel demand is expected to grow by 2.8% and
1.6% to 1.62 billion tonnes and 1.65 billion in
FY17 and FY18 respectively, driven mainly
from China, India and the Asean market.

“On the domestic front, Malaysia’s histori-
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cal steel demand consumption has remained
range-bound, about 10 million tonnes for the
past four years. Demand is expected to grow
marginally by 1% to 2%, with a stronger
demand for long products compared to flat
products, according to the South East Asia
Iron and Steel Institute.

“We local steel volume to grow
modestly at 1% and 3% in FY17 and FY18,
driven by domestic demand particularly

infrastructure projects which are ed to
kick off by the second half of FY17,” stated the
research house in a note.

Apart from infrastructure pro;ects
Aminvestment Bank Research said that the
stable steel demand in the country was sup-
ported by both local production and imports.

“Imported steel remains important for
local industrial consumers, as the supply
from abroad has filled the shortfall in recent
times. The global excess supply in FY14-15
has hit Malaysia steel players badly due to
China dumping its excess supply in the

ian market, which forced local steel
players to lower their production or shut
down after facing huge losses.

“The shortfall in steel volume has been

filled largely by imports and partially by

reduced exports by local steel players.

“With regard to local steel production,
domestic players are expected to increase
their utilisation capacity to an optimum level.
This was following the imposition of safe-
guard duties till April 2020 for steel reinforce-
ment bar, steel wire rod and deformed bar in
coil.

“The increase in local production would be
able to cater to the local steel demand in the
coming years,” it said.

AmlInvestment Bank Research sa1d the
local steel industry would remain positive if
China remains committed to reduce output
capacity and steel export.

“In addition, the outlook for the steel sector
will remain promising if the average selling
price for steel is sustained or further improved
while the escalating cost of doing business is
addressed.

“Clear policy and enforcements must be
imposed by. the government such as safe-
guard duties and to require local buyers to
procure locally steel products, to sustain the
steel industry,” it said.

The research house has issued “buy” calls
on Ann Joo Resources Bhd and CSC Steel
Holdings Bhd.
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Copper
consumption
to get boost

NEW DELHI: Demand for copper
globally is set to jump 22% in as
soon as five years on in i
usage of the metal in electric vehi-
cles, solar and wind power sectors,
‘according to Indian billionaire.
Kumar Mangalam Birla’s Hindalco
Industries Ltd.

Consumption is seen rising to 28
million tonnes in the next five to
seven years from about 23 million
tonnes now, J.C. Laddha, head of the
Indian company’s copper unit, said
in New Delhi at an industry confer-
ence. Electric vehicles alone would
boost global copper demand by 1.2
million tonnes, he said.

India is also expected to benefit
from the electric-vehicle push as
Prime Minister Narendra Modi
seeks to turn all passenger car sales ~
electric by 2030, Laddha said. “But
even without the demand from
electric vehicles, demand should
rise to 1.8 million tonnes to two
million tonnes,” he said.

Copper has rallied more than
20% this year along with other
industrial metals on prediction of
tighter supplies and increasing
global economic growth amid new
sources of demand. Top producer
Codelco forecasts that prices could
test record highs above US$10,000 a
tonne as the supply-demand bal-
ance shifts to substantial deficits
from 2018.

India’s consumption is expected
to grow by as much as 10% from
700,000 tonnes a year now, Laddha
said. India has the potential to boost
consumption of everything from
copper to iron ore as its economy
expands over the next two decades
and more people flock to 1ts cities.
— Bloomberg 4
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