
Lowering aluminium price and premia forecasts 
We are lowering our average 2015 aluminium price forecast by 7.8% to $1 ,818/t 
(82c/lb ); in fact, we see a risk that aluminium will touch $1 ,650/t (7 4c/lb) in the 

coming weeks. We are also lowering our global average premium forecast to $300/t , 
this year. These downgrades are driven by a confluence of factors . Most notably 
perhaps, aluminium semi exports from China have remained at elevated levels, 
partially because authorities are reluctant to tackle shipments that illegitimately 
attract tax rebates. At the same token, trading on the London Metals Exchange has 
continued to normalise, reflected in declining queues at warehouses in Detroit and 
Vlissingen. Flatter forward curves have in recent months also challenged financing 
deals, increasing the availability of metal. 

China's semis exports remain high 
Given that aluminium smelting is power intensive and consiciering that China's 

power endowment is relatively poor, authorities imposed a 15% export tax on 

primary aluminium a few years back, making refined metal shipments uneconomic. 
Yet, some semi-manufactured products rec.eive a 13% tax rebate, which can make 
exports profitable. Given an oversupplied domestic Chinese aluminium market and 

rallying LME prices, it is not surprising that product shipments have increased and 
remain at very high levels. The bulk of China's semi shipments is genuine. Yet, a 
fair share of primary aluminium has left the country disguised as semis, which has 
eased some of the tightness in World ex-China. We follow the situation in China 
closely and maintain a cautious stance until clearer evidence emerges that 

shipments of semi-finished products subside; having said that, a possible removal of 
further export taxes on semis would exacerbate the current weak fundamental 
backdrop in World ex-China. 

Trading on LME is normalising 
Further to Chinese semi exports, aluminium availability has also increased as 

trading on lME has normalized. This dynamic has been visible in a host of metrics, 
including shorter queues at warehouses in Detroit and Vlissingen. An 
announcement by the LME earlier this week suggests that the exchange is intent to 
further reduce waiting times at its warehouses. Acknowledging that LME distortions 
were driving the tightness of physical markets in World ex-China to a large extent, 
we believe that global premia have now peaked. Changing tack slightly, it is also 
worth noting that forward curves were somewhat flatter, which in turn affected the 
economics offinancing deals and increased metal availability. 

Higher cost smelters under pressure 
With prices and premia falling in recent weeks, higher cost smelters have once 
again come under pressure. Margin compression and likely pursuant production 
curtailments are reasons we believe a complete collapse especially of LME 
quotations is unlikely. Global demand should also rebound into 2015. 
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Chart 1: Physical premia are falling in all the 
regions 
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Aluminium in critical conditions 
Updating aluminium price forecast 
We are lowering our aluminium price and premia 1 forecasts on a confluence of 
headwinds, including persistent elevated levels of aluminium semi exports from 
China and a normalisation of trading on LME (more on this below). Table 1 picks 
up on this, suggesting that average 2015 aluminium prices will be 7.8% lower at 
$1 ,818/t (84c/lb ). · 

Table 1: New aluminium price forecasts 

2Q15E 3Q15E 4Q15E 1Q16E 2Q16E 2015E 2016E 2017E 
Aluminium US$/t 1,750 1,800 1,850 1,800 1,800 1,818 1,850 1,900 

USc/lb 79 82 84 82 82 82 84 86 
Pet chge -8.8% -10.0% -11.9% -18.2% -18.2% -7.8% -15.9% -19.3% 

Average premium $/t 333 267 200 200 200 300 200 200 
Source: BolA Merrill Lynch Global Commodily Research 

Prices and premia both under pressure 
Aluminium prices and premia have failen 'in recent weeks (Chart 2 and Chart 3), 
highlighting that last year's bull market has gradually subsided. 

Chart 2: Aluminium prices and premia have been under pressure Chart 3: Premia have been falling in all the key aluminium 
consumption regions 
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2 

In our view, the headwind to prices was driven by a confluence of factors, 
including the following: 

a China has continued to export substantial tonnages of semi-finished 
products. Of course, while the majority of these semis are genuine, some 
really are primary aluminium disguised as a product to attract tax rebates. 

u In addition, queues at LME "":arehouses after the Financial Crisis contributed . 
to a substantial tightening of the physical market. Yet, trading on the 
exchange has gradually normalised. 

1 Physical premia have t~ be paid on top of the quoted LME price; they can include items such as transportation 
cost and insurance. However, they are also an indicator for the tightness of regional markets · 
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Chinese supply in particular remains an issue 
Pic;king up on the first bullet and looking at supply, Table 2 shows a spectacular 
divergence in supply trends between much of World ex-China and China. Most 
notably, smelters in World ex-China (with the exception of the Middle East) have 
curtailed production by more than 1 mt last year, while China actually boosted 
output by 2.6mt. 

Table 2: Aluminium ~reduction trends between China and World ex-China have been diverging 

Jan-Dec Jan-Dec 
2014 2013 

Africa 1,746 1,811 
North America 4,585 4,918 
Latin America 1,530 1,905 
Asia 2,430 2,439 
West Europe 3,514 3,525 
East/Central Europe 3,765 3,995 
Oceania 2,035 2,106 
Middle East 4,832 3,887 
China 27,540 24,936 
Other non-IAI nations 1,080 1,080 
!AI ex-China 25,517 25,666 
IAITotal 53,057 50,602 

Source: IAI, SofA Merrill Lynch Global Commodity Research 

YoY Annualised Annualised YoY Annualised MoM 
change Jan-15 Jan-14 change Dec-14 change 

-3.6% 1,684 1,837 -153.1 1,672 0.7% 
-6.8% 4,557 4,698 -141 .3 4,545 . 0.3% 

-19.7% 1,366 1,849 -482.7 1,401 -2.5% 
-0.4% 2,779 2,378 400.3 2,743 1.3% 
-0.3% 3,615 3,403 211.9 3,603 0.3% 
-5.8% 3,780 3,744 35.3 3,803 -0.6% 
-3.4% 1,966 2,072 -106.0 1,966 0.0% 
24.3% 5,016 4,168 847.7 5,028 . -0,2% 
•10.4% 28,482 26,351 2,131 .1 29,212 -2.5% 

0.0% 1,060 1,060 0.0 1,060 0:0% 
-0.6% 25,821 25,209 612.3 25,821 0.0% 
4.9% 54,303 51,559 2,743.4 55,033 -1.3% 

Disincentive to Chinese exports of primary 
Not surprisingly, the sharp increase of domestic Chinese aluminium output led to 
a substantial supply overhang in refined metal in the country. Of course, the 

surplus in refined metal was not exported because the government imposes a 
15% export tax, which makes shipments uneconomic (Chart 4). Incidentally, the 
export tax was originally driven by authorities looking to slow the expansion of 
energy intensive, but low value adding aluminium smelters, given China's poor 

power endowment. In ot.ir view, the government's approach to the industry has 
hardly changed, which was partially highlighted in recent measures that were 
aimed at closing high cost smelters buying electricity from the grid and 
encouraging operators to invest in power plants and grids. 

Table 3: 2015 import and export taxes, percent 

Primary Alllminium 
Aluminium Alloy 
Non alloy aluminium rod and bar 
Aluminium alloy rod and bar >=210mrn 
Aluminium alloy rod and bar <21 Omm, 
Non alloy sheet and plate, 0.3mm <=thickness <=0.036 
Converted foil 
Source: CRU 

Import 
0 
7 
5 
5 
5 
4 
3 

Export 
15 
15 
15 
15 
5 
0 
0 

Meanwhile, authorities have taken a more nuanced stance towards semi­
manufactured products. These can qualify for tax rebates, which in turn make 
shipments beneficial, a point that is also picked up by and Chart 5. 
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Chart 4: Exports of primary aluminium are not profitable, given a 15% 
export tax 

Chart 5: Some aluminium semis qualify for a 13% VAT rebate, so 
shipments become profitable 
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Not surprisingly, China's aluminium industry has shipped increasing amounts of 
semi-finished products outside the country (Chart 6 and Chart 7). 

Chart 6: China barely exports primary aluminium ... Chart 7: .. . but semi shipments have spiked 
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Most of the semis leaving China are genuine product exports. Yet, there is also 
strong anecdotal evidence that some primary aluminium leaves the country 
disguised as semis. 

Chart 8 picks up on this, showing that sheet and strip accounted for 47% of 
shipments in 2014, which is maybe not surprising considering that rolled products 
receive a 13% VAT rebate. Continuous cast coils fall within this segment and 
metal shipped in this shape can be re-melted at the destination, effectively 
becoming a substitute for primary material. Having said all of that, it is worth 
noting that most of these semis have been destined for nations in China's 
immediate neighbourhood, which has to some extent sheltered markets like the 
US and Europe. 
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Chart 8: Much of the aluminium has left China in the form of sheet Chart 9: Most of China's semis exports have been destined to Asia, 
and strip 
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Normalisation on LME continues 
Queues are shortening 

Asia 
58% 

Physical market tightness and record premja in the wake of Financial Crisis were 
heavily influenced by financing deals. In these transactions, the buyer, typically a 
financial institution or trader purchases metal for instance at cash prices and 

simultaneously sells forward for instance at 3-months prices. If forward curves are 
in contango2

, returns from these transactions can be positive, especially if 
reduced warehouse rents (aluminium needs to be stored) can be negotiated; ·of 
course, as the position needs to be funded, interest rates matter as well, but they 

remain quite low. 

Chart 10: The PnL of financing deals has deteriorated Chart 11: Forward curves have flattened 
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2 Forward prices can be calculated through a cost-of-carry model, i.e. the cash price is the starting point, and 
holding costs (such as expenses for storage in warehouses or interest) are added. Holding benefits (e.g. from 
lending a metal) are deducted. Forward curves are normally in contango, i.e. future prices are higher than the 
cash pnce. However, future prices can fall below cash prices when markets are extremely tight. In such a 
situation, metal consumers are prepared to pay a convenience yield, i.e. spend more to have metal available 
immediately. 
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The economics of these transactions are also mirrored by Chart 10, which shows 
that the Pnl of financing deals has been positive since 2008. Yet flatter forward 
curves in recent weeks have contributed to an increase in metal availability in 
World ex-China. 

Chart 13: Hardly any metal is available at warehouses in Detroit 
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Further to these market dynamics, changes to LME regulations have also 
increasingly contributed to a normalisation of trading on the exchange. Perhaps, 

this has been most visible in a shortening of warehouse queues (Chart 14), which 
has various implications. Most notably, for every day metal is held in a queue, 
owners need to pay rent, which could in the past be used by warehouses to pay 
an incentive to attract metal (Chart 15). Partially because queues are getting 

shorter, the scope to pay incentives has declined, reducing the importance of 
warehouses as a competitor to purchase material. It is worth noting that the LME 
has recently announced intentions to reduce the length of queues further and is 
running a consultation until the end of March. 

Chart 14: Changes to LME regulations have shortened warehouse 
queues 

Chart 15: Warehouse no longer bid aggressively for metal 
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As such, we believe global premia have peaked. 
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Complete collapse unlikely 
Having said all of that, we believe a complete collapse in the aluminium market is 

unlikely for various reasons. MOst notably perhaps, further declines in prices and 

premia will in all likelihood lead to further production curtailments which may 

ultimately rebalance the market. Also sharp pressure on nearby prices would 

steepen the contango, which would in turn increase the economics of financing 

deals. 

Chart 16: The pressure on global aluminium producers should 
prevail 
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Ta~le 4: Much of the global surpluses accrue in China;World ex-
China is actuall:t in deficit 
'000 tonnes 2010 2011 2012 2013 2014E 2015E 
Global production 42315 46187 48169 50494 53312 56502 
Change YoY 14.0% 9.2% 4.3% 4.8% 5.6% 6.0% 
Global consumption 40443 44030 46823 49404 52858 55890 
Change YoY 16.6% 8.9% 6.3% 5.5% 7.0% 5.7% 
Balance 1872 2156 1346 1090 454 612 
Market inventories 6335 6864 7305 7042 7496 8108 
LME Cash($/!) 2201 2402 2021 1847 1867 1818 
LME Cash (c/lb) 100 109 92 84 85 82 
Source: Woodmac, CRU, IAI, BofA Merrill Lynch Global Commodily Research 
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Appendix 
Table 5: Price forecasts, fundamental drivers and risks 
Metal 2015E 2016E Fundamental drivers Risks (D = downside; U = upside) 

luminium $1 ,818/t $1 ,850/t D Changes to LME regulations are thawing metal flows out of c 0: Instead of a thawing on LME, there is a metal glut 
c 0: Production discipline in World ex-China subsides 82c/lb 84cllb warehouses which may lift prices 

Copper $6,425/t 
291cllb 

$2,142/t 
97cllb 

wn and $44.8/bbl 
Brent crude $44.5/bbl 
oil 

ll 

[] 

ll 

Premia should decline further. 
Producers in World ex-China have curtailed production and flatter 

c 0: China exports more metal from an oversupplied domestic 
market 

cost curve suggests reslarts are unlikely as prices rise. c U: Smeller restraint and/or production disruptions reduce oulput. 
U: Stronger than anticipated demand growth We forecast a surplus for 2014 and 2015. c 

$5,864/t ll Demand growth to be more balanced between China and World ex- c D: China re-exports metal 
266c/lb 

ll 

ll 

D 

China; events in the US and Europe to remain market relevant. c 
China has been destocklng through most of 2014; and end to c 
destocking could lift imports. 
Whilst we anticipate increased mine supply, a glut is unlikely, in part n 
because metal's OPEC may show production restraint. 
We forecast a small deficit for 2014 and a balanced market in 2015. 

We reinforce our view that gold prices are stabilising this year. a 
Sustained demand growth from EM and lack of selling from investors D 

in World ex-China are supportive.lndia may revise import duties a 
a Mine supply growth to remain subdued. 
a Concerns over asset price bubbles, low volatility and an eventual 

correction should back into the market. 
Soulh Mica lllllllllns challenged; around 1 moz in PT c 

stJ~ bas beelf lost on lhe back of lhe sld<e. Furlher losses are our o 
base C8li8 ~ milers ramp produclion. 

a PT in piBiiailar remains a JliOlCY flade on Europe's car indus!Jy; so o 
recept weektlessln Europe is a concern. Ill 

11 from jelwllers and a!JID calalyst producers Ia drive 
PT aodPD for2014115. 

D: Recovery of global demand subsides 
U: Strong restocking through the supply chain on improved 
confidence 
U: Continued production disruptions in coming quarters 

0: Real rates become less negative; strong equity markets 
D: High gold prices deter buyers of physical gold; increased 
scrap supply. 

$57/bbl Ill 

$57/bbl 1C 

The term structure of oil continues to weaken and inventories keep piling up. This frames the stage for lower prices in 1 Q15. 
With oil having to "balance itselF going forward, OPEC has given up on its traditional role of keeping supply and demand in check. The cartel 
is now effectively dissolved. The consequences of this shift in OPEC policy are profound and long-lasting. 

IJ 

ll 

D 

The only way to balance an oversupplied market in the absence of a cartel is to destroy market-based supply or encourage incremental 
demand via lower prices. We forecast 2015 Brent and wn crude oil prices to average $52 and $50/bbl. 
We see a growing risk of WTI hitting $32/bbl near term and Brent slipping to $31/bbl as global oil inventories build sharply from here. To find 
a floor, the oil market needs to see (1) non-OPEC supply curtailments, (2) OPEC output cuts, or (3) stronger global demand. 
Since crude oil is a very cyclical commodity and demand and supply are inelastic in the short run, OPEC's formalized policy shift will mean 
much more volatile oil prices going forward, with a range of possibly $80/bbl. 

Source: BofA Merrill Lynch Global Commodity Research 
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Key Market Data 
Table 6: Commodity prices, exchange rates, equity indices, yields and inventories 

3-month, WoW 
Base metals _ _ _ _ _ Cash, $/t _ 3-month, $/t Cash, WoW change _ change 
~in]i~~~~~:~~--=~~::·:=~=~:~~:~:::~~~:=::::~---~~-~=~=-~~~=:~===~=~=~=~=~·:::=~~~~:= .. I791"·~:=-~==-~~=~=1.8o[==::~~---~--n~::: __ :=~=~- ---~ O.s% 
Copper · 5,918 5,882 _ 4.1% 3.7% 
Le~d -·========~=====--===.=::=:==:~--- 1.745- ---- ----· ·---- 1.760 -- ·-- - -··· ---·-:o.1% --- ...... ............ . .... :0.3%. 
Nickel _________________________ ., _____ .. ___ ___ .. _____ _____________ 1~.2.~---·-·-·--------·-·.!±,~9 ...................... _ .. ___ .. :L~.o/.o__ __ ... .. -------!:~~ 
Tin ·--- - - --- -----·--- ---- ------ -- --___________________ .....J.8,0~- ---- ------ 18,050 _ 0.7% ----- ---- 0.4% 
Zinc ___ _________ ..... ............................ --.. ... --- - - ----- ·--------- --.. -------------- -·- -2,056 _ ________ ....1.072. _ __ ·---- - -- - 1.2% - ....... _ _______ 1.3~ 
LMEX 2,723 1.2% ------- -- ---.. ------r ·------- -~---~ ................................... .. _____________ _____ _ .. ________ ___ _ .. ___ ____ ______ .. ___________ .. ___ ________________________ ___ ___ ................... - ----·------........................ ... 

____ --~- ---~--------------------------------- ---~--- - --~--- ---- -~..f!~~l~ ___ }-mo_L1!_h, ci!P. _____ ____________________________________ _ 
· Aluminium 8_1 82 

9opp_~~--===~-==~=:-~-=-==-==~~=-=~--=======:-=~~==-- 268_ .... ====~==:_- 267._=-=~~=~=~~~====------~----·----- -· ·· 
~ N W 
------------------------~----- - · ·· ·~------------- ·----------------- ·· ---- ·-·-··---- --------· ··-------- -- ------------------------------------------------

_Ni_ck_el_____________________ ____ _ _________ 650 - -,6-':-51,--__ 
Tin . 820 819 

-----------
- --------- - ------------ ·-------------------···-- -----------······------------------------ ---------·-· -------- ------··-···- ------ --------~ ---- --········ ·····--···-------- -----····-··--- - --· --·---· ------------- --·-----------
Zinc ' 93 94 

_9th~!.£!!!!!!!!£.~~~ {reiaht, e~s~!':lJI!!.~i~s, e~~~nd Y.l~J.~~~----·--.. ·-----·-J·~-----~!!.£!!an!!!_~~~··-,·~~-----·---~------" 
Gold, $1oz 1,209 0.7% _ 

§i_l~_e.!:J£()_~--- --- --------------------- --.......................... _. _ ........ ........................... ...................................... ~--=. ...... 1.~~~--==-===-~'~-~--.. ==-====~=--=~===---~ 
Platinum, $/oz . ----- - - ------ -- 1,175 _ ,:.:1-.:.,1%:::..'---
Palladium, $/oz 811 3.0% 
l;onore:G-~~clr$7dnit-............. _,,,, .... ______ ________________ ______________________ __ ________ 62'T"'""- -------- --:o:1%" ----·-----·-----------------------------·-
Molybdenum, canned molybdlc oxide, $/lb __ _ .. ________ ____ __ _ __ _ _ ___ B.Oo_________ 0.0% - -- ------- ----------
Brent, $/bb-1 ---- ---- - --- --- ·-------··-·--- -.. -------- ·· ---·- ·--·61.07- - ----·-3.7% --- - --;---------- .. ----------....... BaitiCoiYiri'dex ____ .. __________________ .. ________________________________________ _________ .. ______ .. _______ _ ______ "'524' ______________ ____ __ ~ _____ .. ____ .. ___ .. _____ .... ___ ______ .. __ .. __ __ _ 

EURIUSD 1.1206 -1.1% 
·------------------------------- ·--------·----------···--···---- -----··--· ----·--··· ---·-·- ···· ··--··-·······----·--------------------------- - -- ------ ---·····------------------ --------·· --·---------------------------------~---

Dow Jones Industrial Average 18,200 0.5% 
_10-ye~_l:!_~_Ireasury y~~---- ·--------------... __ _________ __________ __ ___ !:_9.~3 _________ .. ~:..~!o_ ____ ________ ___ _____ .... - ---- ---- ---------- -- - · 

!JL Comn]_Odi!Y-J..~~~'-ER ___ ............................................. .: .................................................. _ _____________________ 320.694 ------------------lJ~------ .. ··----.. -------·-------··-·----- ........... ... 
ML Commodity index Industrial Metals, ER 142.589 1.2% 
_1:.1_~_Qg!fi_l!l_qc1ity_i_r:d..~~..P.!~~-~~-s_'-'l~~-a.!s.,_§.f3 ___________ _ .. ___ .............................. ............................................... - ............... ... 1§.g,I~ .. 3__ ____________________ _il,~o/.~ ..... --- --------------.. -·--------- -·------- ---· 
ML Commodity index Energy, ER 390.003 3.3% 

Cane. warrants, Cane. warr., of 
Exc~"'nge ~!2£k.s anct£~!!£~1 1e~~arr!!:!!~ .. ~: .. ,_~-~-~·-···~·--·-·-------·.§!.2cks,_!£!1!!!:~ ... , _____ ~~J,:{ . ..S~!!.g!"~·~·--·--~.,-J~.!!!!!!.L,. ___ ,'"""'""-~!E.~~ 
Aluminium ------------------ ·---------------- -- --------c--------
... .lrvi.~ .. - ... -----.. ·-- -------- ------·---·-·----------·-------- --------·------........... .. ___ .3._,~~.?Bi ..... _. ___________ il:?.:o/.? .................... ........ ;.2.Q_!,~~Q .......................... ... - .. ~~'~0~ .. . 

Shanghai 188,842 0.0% 
Totaialuminium --====--==~ -~~~====-=-:_---=---==~=-=4,143,217 -_----·----o:2%·-~:==-========= 
~fl.P.~':.. ........... _ . _ __________ .............................................. - ..................................................................................................................... ________ ,,_ .. ,, ........................................................................................ ~.---- .. -............. .......................... .. 
~~--------------------·-------------- 295,025 - - ----- -1.6% -- --· 30,125 - ------ 10.2% 
..... .QIJ.~~~-----·--- --- -- -------.. ···-- - ·----- -- ·--------··-·- -............................ .................. - ..................... ~.?..~?.~ - ----- ................... ... ..il:~Y.o.-.................... ... ........... ......................................... .................... ... 
___§!l_angha'_l --------- -------------- ------ 154,671 0.0% --------
Tot~~pper ____________________ _______ _ __ _ _ ___________ ________ _ .....i§_6, 125 -·- - - .................. :.LQ~ ----------'-- .. ----·-----
~-~~-d. .................... - ....... __ .. ____ .. ___ ............................................................... _ .. _ ........................ :. ............... - .. -·--·--·-- --·--·-- ·-·· ............................. --... -~ ........................ . _ ________ .. _________ __ .. ________ ... _ 

LME ----- ----- 213,650 1.0% · 13,475 6.3% 
Shanghai 49,029 0.0% Toial.ieaii- .. -- -- ---~~===~==~==-~=:---- ---- - - - --·---------...... ... ................... ... ...... ............. 262;67ii _________________ o:a% ... ...... ............ ........ .... ................. :====== 

Nickel _____ ___________________ _________ ---- --- - ---- ·-·--- ·- - · -- ---- ---- - -- ..:_427 ,?~~-- _____ _ 0.6o/~---· _ ____ !00,9§.!l____ _______ 23.6%_ 
Tin 10,905 --4.5% 1,725 15.8% 
Zinc 
-------~------ - ---------·----------·---------- ·-----------------··· ·----------- -----------------~ - -------
....J:~E _ _ _ ............................... _ ................... _ _____ ................................................................ _ ..................... ,, _ ____ .,_ 569,0~-.. -----------·- -· ··1.3o/o_ _____ .. ___ _______ 173,~------· .. - -. _10.5~ 

Shanghai ______ 102,787 0.0% ------- ---
:rE~!~------· · ..... _. __________ .. ________ ....................................................................................................... .. ~!.1~.1?. ............ .. - -.. ---·-· ·-·=~J..~ ........................................................................................ ..................... . 
Source: BofA Merrill Lynch Global Commodity Research 
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Table 7: Base and precious metal price forecasts 

Current 1Q15E 
Base metals 
Aluminium US$/! 1,781 1,874 

USc/lb 81 85 
Aluminium premium US$/! 400 
Copper US$/t 5,842 5,700 

USc/lb . 265 259 
Lead US$/t 1,739 1,900 

USc/lb 79 86 
Nickel US$/t 13,615 15,500 

USc/lb 618 703 
Zinc US$/t 2,009 2,150 

USc/lb 91 98 
P,recious metals 
Gold, nominal US$/oz 1,205 1,250 
Gold, real · US$/oz 1,250 
Silver, nominal US$/oz 16.31 18.00 
Silver, real US$/oz 18.00 
Platinum US$/oz 1,190 1,260 
Palladium US$/oz 832 750 
Source: BorA Me"ill Lynch Global Commodily Research 

Global Metals Weekly 

Price forecasts 

2Q15E 3Q15E . 4Q15E 1Q16E 

1,750 1,800 1,850 1,800 
79 82 84 82 

333 267 200 200 
6,350 6,900 6,750 6,175 

288 313 306 280 
1,962 2,205 2,500 2,500 

89 100 113 113 
16,500 17,500 21,500 21,500 

748 794 975 975 
2,205 2,403 2,500 2,491 

100 109 113 113 

1,150 1,250 1,300 1,300 
1,150 1,250 1,300 1,268 
16.50 19.00 20.00 19.00 
16.50 19.00 20.00 18.54 
1,300 1,400 1,400 1,550 

800 850 850 900 

Table 8: Bulk commodities, exotic commodities and steel price forecasts 

Current 1Q15E 2Q15E 3Q15E ·4Q15E 
Bulk Commodities 
Hard coking coal US$/! fob 120.0 120.0 130.0 130.0 
LowvoiPCI .US$/tfob 98.4 98.4 106.0 105.3 
Semi-soft US$/tfob 85.8 85.8 93.0 93.0 
Thermal Coal US$/tfob 62.65 64.0 64.0 66.0 66.0 
Iron ore fines, spot US$/!CIF 62.28 77.5 72.5 60.0 70.0 

Exotic commodities 
Uranium $/lb 39.50 35.00 35.00 38.00 38.00 
Molybdenum $/lb 8.13 9.50 9.50 10.00 10.00 
Ilmenite US$/t 
Rutile US$/t 
Zircon US$/! 

Steel, HRC 
HRC, Europe US$/t 547 547 547 547 
HRC,US US$/t 689 689 689 689 
HRC, China US$/t 490 490 490 490 
Source: BorA Merrill Lynch Global Coml)lodily Research 

Table 9: Energy price forecasts 

2Q16E 2015E 2016E 2017E 

1,800 1,818 1,850 1,900 
82 82 84 86 

200 300 200 200 
5,700 6,425 5,864 7,500 

259 291 266 340 
2,609 2,142 2,582 2,645 

118 97 117 .120 
20,000 17,750 22,250 16,754 

907 805 1,009 760 
2,500 2,314 2,498 2,750 

113 105 113 125 

1,300 1,238 1,300 1,400 
1,268 1,238 1,268 1,333 
19.00 18.38 19.00 . 25.00 
18.54 18.38 18.54 23.80 
1,550 1,340 1,600 1,775 

900 813 900 1,000 

1Q16E 2Q16E 2015 2016 2017 

140.0 140.0 125.0 140.0 145.0 
110.6 110.6 102.0 110.6 111 .7 
96.6 96.6 89.4 96.6 98.6 
72.0 72.0 65.0 72.0 82.0 
70.0 65.0 70.0 65.0 70.0 

40.00 40.00 36.50 43.75 55.00 
10.00 10.00 9.75 10.50 12.00 

210 245 245 
1,138 1,350 1,470 
1,325 1,400 1,300 

555 555 547 555 565 
662 '662 689 662 662 
504 504 490 504 523 

Energ~ Current 1Q15E 2Q15E 3Q15E 4Q15E 1Q16E 2Q16E . 2015 2016 2017 
Brent US$/bbl 60.4 31.0 43.0 47.0 57.0 58.0 58.0 44.5 58.0 79.8 -
WTI US$/bbl 50.6 32.0 43.0 47.0 57.0 57.0 57.0 44.8 57.0 74.8 
Henry Hub US$/MMBtu 2.72 3.85 3.70 3.95 4.15 4.25 4.25 3.91 4.25 4.36 
Source: BofA Me"ill Lynch Global Commodily Research 
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2018E LT ~rice 

2,000 2,798 
91 127 

8,000 7,300 
363 331 

2,563 2,458 
116 111 

17,037 22,553 
773 . 1,023 

2,577 2,287 
117 104 

1,400 1,508 
1,300 1,300 
24.98 23.19 
23.19 20.00 
1,834 2,001 
1,076 1,053 

2018 LT price 

151.7 169.1 
114.6 123.5 
100.4 106.5 

86.8 98.7 
75.0 87.0 

59.28 69.55 
12.00 12.30 
. 247 256 
1,400 1,292 
1,252 1,185 

576 
662· 

0 

2018 LT price 
95.0 95.0 
90.0 90.0 
4.47 4.70 
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Chart 17: Global c'-'yc~le:....;d:....;ia'-'-1 __ _ 
Macro, momentum and market indicators 

Chart 18: Copper prices relative to cycle _stage 

Leading indicator OECD + major 6 non-member economies 
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Chart 21: Global Financial Stress Index and sub-index 
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Chart 22: GFSI and copper prices 
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Chart 23: Aluminium 
Exchange inventories and prices 

Chart 24: Copper 
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Chart 25: Lead 
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Chart 27: Tin 
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Chart 26: Nickel 
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Forward curves 
Chart 29: Aluminium 

2' 1 00 ··--·-··-·····---------· ·········-··-··-·········----···-····----·-·-·····--· ··-·--·--·-- ...... ··--· --

2,000 

1,900 

1,800 

1 5 913172125293337414549535761 
--. 02-Mar-15 ....._27-Feb-15 

-{]-- 23-Feb-15 -- 31-Jan~15 

Source: Bloomberg 

Chart 31: Lead 
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Chart 33: Zinc 
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Chart 30: Copper 
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Chart 32: Nickel 
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Chart 34: Iron ore 
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Arbitrage domestic Chinese and LME prices 
Note: arbitrage includes adjustments for VAT and import/export taxes/duties 

Chart 35: Aluminium, imports 
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Chart 37: Copper, imports 
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Chart 39: Nickel, imports 

- 1000 ,--~-- - ------,---- - ---- -- ------ -- - -------- -------------------------- --,---- ---------------

500 +-------tlhanl :de•mestiEl -GtlinE~se-ori<3e------------- --------------------- -----­

O 

-500 

-1000 

-1500 

-2000 -lffi -'H ----- ---

-2500 

-3000 .L---------·-------- -------- ---------------------------------------l --------------·-------- ------------------· 
Mar-14 May-14 Jul-14 Sep-14 Nov-14 Jan-15 

Source: Bloomberg, BofA Merrill Lynch Global Commodity Research 

14 

Chart 36: Aluminium, exports 
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Chart 40: Zinc, imports 
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Implied and realised ATM volatility 
Chart 41: Aluminium 
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Chart 43: Lead 
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Chart 45: Zinc 
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Chart 42: Copper 
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Chart 44: Nickel 
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Chart 46: Gold 
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Chart 47: Aluminium 
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Chart 48: Copper 
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Chart 50: Nickel 
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Precious metals 
Chart 53: ETFs 
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Chart 55: China, gold premium 
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Chart 57: Platinum, sponge differential 
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Chart 54: India, gold premium 
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Chart 56: China, silver premium 
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derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the 
value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial 
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire 
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change. 

Futures and options are not appropriate for all investors. Such financial instruments may expire worthless. Before investing in futures or options, clients must 
receive the appropriate risk disclosure documents. Investment strategies explained in this report may not be appropriate at all times. Costs of such strategies do not 
include commission or margin expenses. · . 

BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other 
financial instruments and that such action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek 
advice regarding the applicability of such regulations prior to executing any short idea contained in this report. 

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in 
such securities and instruments effectively assume currency risk. . 

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated 
by BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lynch Global Res.earch policies relating to conflicts of interest are described at 
http://www .ml.com/media/4334 7 .pdf. 

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 
investments. 

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or 
one of its affiliates may, at any time, hold a trading position (long or short) in the securities and financial instruments discussed in this report. 

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or 
recommendations that are inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect 
the different time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that 
such other trading ideas or recommendations are brought to the attention of any recipient of this report. 

In the event that the recipient received this report pursuant to a contraCt between the recipient and MLPF&S for the provision of research services for a separate 
fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom 
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and 
continues to act solely as a broker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report. 

Copyright and General Information regarding Research Reports: 
Copyright 2015 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. This research report is prepared for the use of BofA Merrill Lynch clients 

and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Merrill Lynch. 
BofA Merrill Lynch research reports are distributed simultaneously to internal and client websites and other portals by SofA Merrill Lynch and are not publicly­
available materials.Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, 
retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment recommendations, estimates or 
price targets) without first obtaining expressed permission from an authorized officer. of BofA Merrill Lynch. 

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been 
reviewed by, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA 
Merrill Lynch has established information barriers between SofA Merrill Lynch Global Research and certain business groups. As a result, SofA Merrill Lynch does not 
disclose certain client relationships with, or compensation received from, such companies in research reports. To the extent this report discusses any legal 
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal 
advisers as to issues of law relating to the subject matter of this report. SofA Merrill Lynch Global Research personnel's knowledge of legal proceedings in which any 
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies 
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by, 
discussed with, and may not rf)flect information known to, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or 
matters relevant to such proceedings. · . 

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as 
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or 
warranty on behalf ofthe issuer(s). BofA Merrill Lynch Global Research policy prohibits research personnel from disclosing a recommendation, investment rating, or 
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendation or investment tDesis. 

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax 
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional. 

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources ar1d we do not 
guarantee its accuracy. This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any 
linked content contained in a third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into 
this report. The inclusion of a link in this report does not imply any endorsement by or qny affiliation with BofA Merrill Lynch. Access to any third-party website is at 
your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. SofA Merrill 
Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them. · 

All opinions, projections and estimates constitute the judgment of the author as of the date ofthe report and are subject to change without notice. Prices also are 
subject to change without notice. BofA Merrill Lynch is under no obligation to update this report and BofA Merrill Lynch's ability to publish research on the subject 
company(ies) in the future is subject to applicable quiet periods. You should therefore assume that BofA Merrill Lynch will not update any fact, circumstance or 
opinion contained irr this report. . 

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer 
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision. 

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any 
investment opinion relating to such company. or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses 
and investment opinion(s) pertaining to such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered a solicitation of 
any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are 
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. · 

Neither SofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or 
losses arising from any use of this report or its contents. 
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