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Monday 6th November 2017

News article on Forecast Copper Price Growth in 2018

Hot Chili Limited (ASX Code: HCH) is pleased to provide a copy of an article published in
Mining.com on 4th November 2017.

The article talks about copper producers recording increased profits thanks to this year's upswing in
copper price, with profit margins predicted to grow further in 2018.

Copper prices are up 24% since the beginning of the year and 58% from the lowest seen in recent
history — $1.96 a pound on January 2016. With margins for copper miners expected to return to
levels similar to those achieved in 2012.

This follows media around LME week naming copper as the number one commodity for price
appreciation in 2018.
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Copper miners to see profit
grow further in 2018 — report

Cecilia Jamasmie | 2 daysago| 0] 0
PEOPLEMINE FACEBOOK LINKEDIN.TWITTER EMAILIPRIN

Anglo American’s El Soldado copper mine in Chile. (Image courtesy of Anglo American |
Flickr)

After struggling with falling copper prices since 2011, producers of the red metal
are finally recording profits thanks to this year's upswing. And, according to
analysts at S&P Global Market Intelligence, the miners’ profit margins are set to
grow further in 2018.

Copper prices are up 24% since the beginning of the year and 58% from the
lowest seen in recent history — $1.96 a pound on January 2016.

As of October 30, prices for the industrial had increased 24% since the start of the
year and by 58% since the lowest price seen in recent history — $1.96 a pound in
January 2016.

Some, such as S&P senior research analyst, Adam Webb, attribute the price
recovery to lesser pressure to cut costs at copper operations, despite some upward
pressure on mining costs.
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“Total cash costs in the copper-mining sector are expected to be approximately
6% higher in 2017 compared with 2016. However, the higher metal prices has
provided respite to many copper miners, which had been forced to cut costs and
reduce capital expenditures in the wake of falling copper prices since the highs
seen in 2011,” Webb said in a report Friday.

Changes in costs and margins of the copper mining industry, 2010-2019 (USc/Lb)
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Source: S&P Global Market Intelligence
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Others attribute copper’s outstanding performance to the electric cars ongoing
boom. The metal is a key component of the lithium-ion batteries used in the
electric vehicles, as well as power inverters and in the charging infrastructure
needed to keep them running.

Currently, electric cars add up to roughly 1 million, out of a global fleet of closer
to 1.1 billion, world’s No.1 mining company BHP estimates. That figure, it
believes, could rise to 140 million electric vehicles, or 8% of the global fleet, by
2035.

Profit margins to jump

Using S&P Global Market Intelligence's flexing mine model and a consensus of
broker macro-economic forecasts for 2018, Webb and his team looked at the
forecast copper cost curve for next year.

Exchange rates in most major mining countries weakened from the peak of the
last mining cycle in 2012, and this has helped producers cut their costs when
expressed in US dollar terms. But since the start of 2016, the analysts have seen
this trend reverse:
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Looking ahead to 2018, the consensus is currently that local currency will
strengthen in countries such as Canada and Zambia, whilst weakening in other key
producers such as Australia, Chile, Peru and Russia.

S&P also mentions changes in oil prices paid by miners for use in their operations
and equipment as a major macroeconomic factor that could influence copper
producers:

The current consensus for 2018 is that fuel prices will be sustained close to recent
price levels, leading to a higher yearly average compared with 2017. As a result,
we expect to see fuel costs for miners continuing to rise slightly in 2018.

The research team from Metals and Mining at S&P Global Market Intelligence is
quite bullish in its predictions. They expect margins for copper miners to return to
levels similar to those achieved in 2012, despite the forecast price being
significantly lower than it was in average five years ago.

Forecast 2018 all-in sustaining cost curve on a co-product basis;
top 10 2016 copper producing assets highlighted
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Operations that produce copper cathode via solvent extraction-electro winning alongside copper concentrate have separate costs, which are
split between these two different reprocessing routes.

Source: S&P Global Market Intelligence
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