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Daily Base Metals Report

Stocks opened higher this week, continuing the positive momentum from Friday when a solid jobs report stoked

risk-on sentiment; this momentum cooled later in the day. This is unlike something we saw last year, when

economic resilience weighed on riskier assets, as markets would have priced in a tighter monetary policy

environment. Now, while this data helped to increase the expectations of a hike, markets remain hopeful that the

previous tightening is not going to result in a sharp recession, and hence strong labour market report is

underscoring the market's view of economic resilience. According to S&P Global, service PMI pointed to a

marginal softness, down to 54.9; meanwhile, ISM's gauge unexpectedly fell to the lowest level so far this year. In

line with China's manufacturing results last week, the diverging performance between two sources is clouding the

outlook for economic performance. Still, the bets for a hike in July continue to grow, with forward swaps pricing in

20bps of an increase with a 75% probability; a pause in June is now fully priced in. The dollar continued to

strengthen, and the 10yr US Treasury yield tested the 3.75% level.

We are entering a period with little narrative, where a lack of a strong market signal to drive the trend means that

trading is becoming mostly sentiment-driven rather than fundamental. There is still little demand coming out of

China, and we have seen base metals respond more to the stock changes instead, pushing aluminium cash to 3-

month to $45/t last week; this tightness did not last, and the spread returned to -$34.25/t today. Meanwhile,

aluminium remained unchanged at $2,244/t. With the macro environment stable and the blackout period from the

Fed, the outlook for this week is also set to be quiet. On Monday, performance was muted across the complex.

Copper edged back above $8,300/t and is testing the 200-day moving average at $8,374/t at the time of writing; it

later closed at $8,335/t. Lead and zinc settled at $2,2028/t and $2,288.50/t, respectively.

Oil futures jumped higher to $72/bl and $77/bl for WTI and Brent, respectively, after Saudi Arabia announced a

pledge to cut output by an extra 1m bl/d to support prices. Gold and silver remained unchanged at $1,957/oz and

$23.50/oz, respectively.
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Risk warning

This is a marketing communication. The information in this report is provided solely for informational purposes and should not be regarded
as a recommendation to buy, sell or otherwise deal in any particular investment. Please be aware that, where any views have been expressed
in this report, the author of this report may have had many, varied views over the past 12 months, including contrary views.

A large number of views are being generated at all times and these may change quickly. Any valuations or underlying assumptions made are
solely based upon the author's market knowledge and experience.

Please contact the author should you require a copy of any previous reports for comparative purposes. Furthermore, the information in this
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information in this report is obtained from sources believed to be reliable and we make no representation as to its completeness or
accuracy.
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have been acted upon by us for our own purposes and has not been procured for the exclusive benefit of customers. Sucden Financial
believes that the information contained within this report is already in the public domain. Private customers should not invest in these
products unless they are satisfied that the products are suitable for them and they have sought professional advice. Please read our full risk
warnings and disclaimers (www.sucdenfinancial.com/en/risk-warning-and-disclaimers).


