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What's Driving Gold?

Gold prices are being buffeted around by diverging rates and
inflation/stagflation concerns. We look at what's priced in and
where it could go from here.

Is gold over or undervalued? It depends if you are looking at real or nominal
rates. Both can be used as inputs into gold price analysis, but right now, they tell
very different stories. Exhibit Tillustrates this - using a regression back to 2004,
the US 10y real rate at -1.06% implies gold should be pricing ~$1870/0z.
However, based on the 10Y US nominal yield at 1.57%, the price should be
~$1540/0z. The spread between these two scenarios, at $330/0z, is at a record
high in dollar terms, and close to it as a % of the current spot gold price. This
uncertainty goes some way to explain the recent gold price action and relatively
muted movements in ETF holdings.

Why the disconnect between real and nominal yields? Our strategists estimate
the market is pricing nearly 3 US rate hikes in 2022, driving nominal yields higher.
However, real yields have disconnected, pushing inflation breakevens to the
widest in nearly a decade. They attribute this to investors searching for inflation
protection and acknowledge that the stagflation narrative continues to capture
attention. In particular, they point to flattening yield curves - implying markets
believe inflation is supply-side driven (leading to stagflation), rather than
demand driven. On top, they note that lower real yields in the 5y sector and
below "suggest that markets do not see a strong enough response from the Fed
to offset the rise in inflation breakevens".

So where next? Our strategists expect the Fed to announce the start of tapering
from November 15, and to acknowledge that high inflation readings could last
longer at next week's FOMC meeting. Price action will depend on commentary
around inflation, the pace of hikes and demand. They see room for
disappointment versus market expectations if the Fed emphasises that tapering is
not tightening. However, with the disconnect between real and nominal yields,
they think real yields still look very low on all of the valuation metrics they look
at. Thus, "a mention of the rising demand impulse, or improving growth, could
spark a move higher in real yields". They also call for continued strengthening of
the USD, and in particular, would see higher real yields and tighter breakevens as
the most USD-positive regime. Both of these could take some of the shine off
gold's recent price action, in line with our forecasts outlined in The Price Deck.

The bull case for gold: Although not our strategists' base case (see Stagflation?
No. Inflation? Yes), we consider a stagflation scenario, with inflation persisting
and some signs of demand growth slowing (US Q3 GDP up just 2% YoY and our
China team cutting their 4Q GDP forecast by 70bps to 3.3% YoY). Looking at the
1970s and also 2004-2005, gold has typically performed well during stagflation
(Exhibit 5). Our equities teams note that stocks are pricing in almost nothing of
this bull scenario (see here and here).
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Exhibit 1: Real and nominal yields tell different

narratives about the gold price
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Exhibit 2: Real yields have disconnected from nominal
yields
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Additional Charts

Exhibit 3: The disconnect between real and nominal implied gold price
is at a record level in $ terms
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Exhibit 4: Inflation breakevens are also at decade highs
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Exhibit 5: Stagflationary periods have typically been supportive for gold prices
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Week in Review

Base Metals: Base metal prices
continued to come under pressure, led
by aluminium and zinc as China
proposed price controls on coal prices
and pushed for higher supply. Copper
held up on a relative basis as LME
available inventories remain low. Our
economists have revised their Q4 China
GDP growth forecast down by 70bps to
3.3%.

Precious Metals: Gold hovered around
$1,800/0z as real rates weakened. Both
platinum and palladium moved lower
as uncertainty remains around the chip
shortage recovery (see Weekly Widget).

Bulks : The iron ore price continued to
trade lower, ending the week at $107/t,
as further blast furnace restrictions
were enforced in Tangshan and China's
iron ore port stocks expanded by
almost 5Mt (+3%) on the week.
Seaborne thermal coal prices came
under further pressure, as the domestic
sell-off on the back of China's proposed
price cap spilled over in the seaborne
market. Despite the sliding thermal coal
price, met-coal held up well, as the

market remains tight.

UPDATE

Exhibit 6: Base metals price indices (12-mth rolling)
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Exhibit 7: Precious metals indices

190

siver  =——platinum = palladium

: % F 3 0§ 3 3B 5 3

Source: Bloomberg, Morgan Stanley Research

Jun21
Jul-21

Exhibit 8: Bulk commaodity price indices (12-mth rolling)
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Morgan Stanley Price Forecasts

Exhibit 9: Summary of Morgan Stanley's commodity price forecasts (as at 28 Sep 2021)

UPDATE

commodity group unit 121 2Q21 3Q21e 4Q21e 1Q22 2Q22e 3Q22e 4Q22e 2020 2021e  2022e 2023e 2024e 2025e LTreal LT nom.
Base Metals
Aluminium US$/b 0.95 1.09 120 1.36 1.30 1.28 1.18 1.13] 0.77 1.15 122 1.05 1.10 1.15] 0.93 1.05
US$/t 2,094 2,396 2,638 2,998 2,866 2,822 2,601 2,491 1,704 2,532 2,695 2,315 2425 2,535 2,050 2,323
Copper US$b 3.85 4.39 4.26 4.15 4.00 3.85 3.60 3.20] 2.80 4.16 3.66 3.05 3.1 3.19 2.82 3.20
Ussit 8,490 9,679 9,394 9,149 8,818 8,488 7,937 7,055 6,178 9,178 8,074 6,724 6,862 7,022 6,217 7,045
Nickel US$7b 7.96 7.87 8.68 9.00 8.75 8.50 8.00 7.50] 6.26 8.38 8.19 6.81 7.54 7.80 6.90 7.82
Us$it 17545 17,354 19,147 19,842 19290 18,739 17637 16,535 13,794 18472 18050 15019 16617 17,196 15212 17,238
Zinc US$Tb 1.25 1.32 1.36 1.35 125 1.15 1.10 1.08| 1.03 1.32 1.15 1.05 1.08 1.10] 1.05 1.19
US$/t 2,749 2,913 2,990 2,976 2,756 2,535 2425 2,381 2,267 2,907 2,524 2,320 2,370 2414 2,315 2,623
Lead US$b 0.91 0.96 1.06 1.03 1.00 0.95 0.90 0.85] 0.83 0.99 0.93 0.80 0.80 0.84] 0.80 091
US$/t 2,011 2,125 2,340 2,271 2,205 2,094 1,984 1,874 1,825 2,186 2,039 1,764 1,764 1,852 1,764 1,999
Precious Metals
Gold US$/oz 1,795 1,814 1,792 1,725 1,675 1,650 1,600 1,560 1,769 1,782 1,621 1,550 1,475 1,390 1,155 1,309
Silver US$/oz 26.2 26.7 244 23.0 229 236 229 22.3] 205 251 229 222 211 22.0 20.0 226
Platinum US$/oz 1,165 1,187 1,031 950 1,000 1,040 1,080 1,120 888 1,083 1,060 1,245 1,375 1,375 1,100 1,247
Palladium US$/oz 2419 2,798 2,490 2,000 2,150 2,300 2,150 2,000 2,208 2427 2,150 1,538 1,219 1,233 1,100 1,247

Iron Ore (fines 62% Fe, cfr N.China)
Hard Coking Coal (spot, fob Aus)
Thermal coal (spot, fob Newc)
Other

Manganese ore (44%) US$/mtu 5.1 5.0
Alumina (spot, fob Aus) us$it 299 277
Lithium carbonate (contract, fob Chile) US$/!t 7,505 9,167
Cobalt US$/b 219 20.8
Uranium - spot US$/lb 28.9 30.6
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52 52 5.0 5.0 5.0 5.0| 46 5.1 5.0 49 47 4.5 41 46

322 380 340 290 285 285 271 319 300 288 304 320 321 364

11,500 13,000 14,000 15,000 13,000 11,000 6,859 10,293 13,250 8,563 7,000 7,050 6,590 7,468
235 230 20.0 19.0 18.0 18.0 16.2 223 18.8 17.3 15.0 16.0 15.0 17.0

35.0 55.0 45.0 40.0 37.0 37.0] 297 374 39.8 41.0 48.5 45.8] 35.0 39.7
EcchangeRates
1AUD =USD 0.77 0.77 0.74 0.75 0.75 0.75 0.75 0.75] 0.69 0.76 0.75 0.75 0.74 0.73] 0.71 0.72
1USD=BRL 547 529 522 511 5.08 5.15 5.15 511 5.14 527 512 515 521 5.28| 539 539
1USD=CAD 1.27 1.23 1.26 1.25 1.26 1.27 1.29 1.30} 1.34 1.25 1.28 1.29 1.27 1.25) 1.26 1.23
1USD=ZAR 14.96 14.12 14.61 14.50 14.91 15.33 15.74 16.15| 16.42 14.55 15.53 17.19 18.47 19.12] 15.60 20.10
1EUR=USD 121 1.21 1.18 1.18 1.19 1.19 1.19 1.19 1.14 1.19 1.19 1.20 121 1.22) 1.31 1.23
1USD = CNY 6.48 6.46 6.47 6.25 6.24 6.23 6.22 6.20| 6.90 6.42 6.22 6.25 6.33 6.41 6.48 6.52

Source: LME, Bloomberg, Platts, Morgan Stanley Research estimates (e). Exchange rate forecasts are the assumptions that are compiled and used by Global Resources Equity Team; all prices are nominal, unless otherwise

indicated.
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Commodity Thermometer

UPDATE

Exhibit 10: Metals & Mining Commaodity Thermometer
Rating Commodity

Bearish Neutral Bullish

Thesis

Surging EV demand leaves supply to play catch-up, significantly tightening the market.

6 Lithium Carbonate . . . . We see this as transitory, with price gradually normalising from 2Q22.

5 Uranium . . . Physical investor buying is likely to extend the current price rally, but we see the recent
rate of inflows as unsustainable, and expect a price correction through 2022.
Rebalancing ahead, driven by platinum for palladium substitution, further heavy

4 Platinum . . duty/diesel emission tightening and industrial demand strength, while recycled supply
capacity stays constrained.

4 Auminum . . China’s power challenges keep aluminium supplies tight and prices supported over
winter, but pressure should ease into 2022 as power and logistical constraints ease.

4 Palladium . . Some upside on 2022/23 deficit and inflection in global auto production, but longer-term
structural challenges.

4 Nikel . . Price impact of slowing demand from China's stainless steel production cuts is offset by
the looming risk of an Indonesian export ban, providing price support into 1H22.

3 Siver . Some room to outperform versus gold on industrial demand as autos production rates
improve, but overhang from higher rates and stronger USD.

3 Lead . Ex-China balance remains tight, and high freight rates prevent surplus volumes flowing
from China. Expect price to ease in 2022 as mine supply recovers.
We see a further loosening of a market that is already weighed down by higher

3 Manganese Ore . inventories, and expect limited price upside.
China's continued coal shortage and seaborne supply disruptions should keep the

3 Themal Coal . market tight and price relatively resilient.
Underpinned by China restocking demand and sentiment drivers around COP26 and

2 Copper infrastructure stimulus, but supply growth drives surplus in 2022-23. Long-term structural
demand story remains intact.

2 Gold Higher rates partly priced in but our economists call for further increases as asset
purchase tapering starts, driving a stronger USD and weighing on the gold price.

> Aumina Supply disruptions should ease in 2022 as Jamalco and Alumar return to full production.
Keep an eye on China refinery versus smelter cuts for future balance.
We see price supported in Q4 as China power shortages keep production constrained

1 Zinc but zinc's exposure to steel end markets means demand headwinds are building,
weighing on price into 2022.

1 Cobalt Accelerating mine supply growth, as the rate of demand growth eases, should tip the
market back into surplus.

. Looking overpriced vs iron ore now, but the supply recovery and easing of elevated price
1 Hard Coking Coal is likely to take time.
1 Iron Ore We believe iron ore can dip further into 4Q/1Q, but expect a bounce by 2022, as China's

steel production curbs are lifted and infrastructure stimulus filters through.

Source: Morgan Stanley Research. Note order of preference based on MSe 1Q22e vs 3Q21e average prices
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Recent Reports + Upcoming Events

Recent Research Date

Commodity Matters: 10 Takeaways from Magnesium Expert Call 25-Oct-21
metal&ROCK: Defiant nickel 25-Oct-21
Commoadity Matters: Magnesium Madness 20-Oct-21
Commodity Matters: Lessons from the iron ore majors 20-Oct-21
Commodity Matters: China coal supply uplift? 19-Oct-21
metal&ROCK: P +P =P 18-Oct-21
Commodity Matters: Iron ore - lifting the floor 13-Oct-21
Commodity Matters: Zinc - A tightening European market 13-Oct-21
China Materials: Sep Trade Data — Material Rebound in Coal Imports 13-Oct-21
metal&ROCK: Iron ore — more downside 11-Oct-21
metal&ROCK: Aluminium: Staying Tight 04-Oct-21
metal&ROCK: The Price Deck — 4Q 2021 28-Sep-21
metal&ROCK: Nickel's next supply shock 20-Sep-21
metal&ROCK: Uranium rediscovered 13-Sep-21
Rust Review: A rapidly loosening market 07-Sep-21
Commodity Matters: Alumina awakes 07-Sep-21
metal&ROCK: Met-coal rebuffs iron ore 31-Aug-21
metal&ROCK: Commodities — Seeking entry 23-Aug-21
Commodity Matters: Iron ore — washout 19-Aug-21
metal&ROCK: Thermal coal's relentless rally 16-Aug-21
metal&ROCK: Iron ore's bear market lessons 09-Aug-21
China Materials: Jul Trade Data — Softened Steel Exports 08-Aug-21

Metal & Rock: Copper — Triple Supply Threat 02-Aug-21
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Exhibit 11: Upcoming China economic data relevant to Commodities

Date Event
7-Nov Exports YoY CNY
7-Nov Imports YoY CNY
7-Nov Trade Balance CNY
10-Nov CPI YoY

Source: Bloomberg, Morgan Stanley Research

Exhibit 12: Spot commodity prices vs. the marginal cost of production
+300%
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HCC TC Cu Zn Au Pb 10 Alumina Al Ni Bauxite

Source: Wood Mackenzie, Bloomberg, Morgan Stanley Research. Note: Marginal cost (year 2021); dataset Q3 2021; C1 cash costs. Coal dataset is 3Q
2021.
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Commodity Price Snapshot

Exhibit 13: Key metals: one-week absolute performance, 21-Oct-21 to

28-Oct-21
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UPDATE

Exhibit 14: Key metals: YTD absolute performance, through 28-Oct-
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Source: Bloomberg, Morgan Stanley Research

Exhibit 15: Base Metals: price snapshot

Base Metals
Copper
Aluminium
Zinc

Nickel

Lead

Tin

Cobalt

28-Oct-21

4.47
1.24
1.56
8.93
1.12

16.95

25.52

Source: Bloomberg, Morgan Stanley Research; WoW = Week on week
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26%
25%
19%
294%

132%

21-Oct-21 WoW Change (%)
4.57 -2.2%
1.31 -5.6%
1.58 -1.3%
9.08 -1.7%
1.10 1.3%
17.53 -3.3%
25.45 0.3%
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Exhibit 16: Bulks: price snapshot

Bulks 28-Oct-21 21-Oct-21 WoW Change (%)
Iron Ore, 62% CFR 113.2 117.5 -3.7%
Thermal Coal 132.5 150.1 -11.8%
Coking Coal 404.0 400.0 1.0%

Source: Bloomberg, Morgan Stanley Research; WoW = Week on week

Exhibit 17: Precious Metals & PGMs: price snapshot

Precious Metals and PGMs 28-0Oct-21 21-Oct-21 WoW Change (%)
Gold 1,799 1,783 0.9%
Silver 24.08 24.16 -0.3%
Platinum 1,021 1,053 -3.0%
Palladium 1991 2,018 -1.3%
Rhodium 14,100 14,000 0.7%

Source: Bloomberg, Morgan Stanley Research; WoW = Week on week

Exhibit 18: Other Metals: price snapshot

Other 28-0Oct-21 21-Oct-21 WoW Change (%)
Molybdenum, LME Cash (US$/Ib) 19.1 19.2 -0.1%
Uranium UxC-Ux U308 Spot 431 431 0.0%
(USS/Ib)

China Lithium Carbonate 99.5% Ex- 25962.7 24,608.6 5.5%

VAT (USS$/t)

China Lithium Hydroxide 56.5% Ex- 24,614.0 24,608.6 0.0%

VAT (USS/1)

China Spodumene 5% min CIF Ex- 1,198.3 1,069.0 12.1%

VAT (US$/t)

Source: Bloomberg, Morgan Stanley Research; WoW = Week on week

Exhibit 19: Exchange rate snapshot of major metal-producing countries

FX Rates of Key Commodity Countries 28-0ct-21 21-Oct-21 WoW Change (%)
1 AUD = USD (Australian §) 0.75 0.75 1.0%
1 EUR = USD (Euro) 117 1.16 0.5%
1 USD = BRL (Brazilian Real) 5.65 5.66 -0.3%
1USD = CAD (Canadian S) 1.23 1.24 -0.2%
1USD = CLP (Chilean Peso) 806 818 -1.4%
1USD = CNY (Chinese Renmimbi) 6.39 6.39 0.0%
1USD = KZT (Kazakh Tenge) 428 426 0.4%
1USD = MXN (Mexican Peso) 20.37 20.30 0.3%
1 USD = NOK (Norwegian Krone) 8.33 8.36 -0.4%
1 USD = PEN (Peruvian New Sol) 3.98 3.95 0.8%
1 USD = SEK (Swedish Krona) 8.52 8.60 -1.0%
1USD = ZAR (S. African Rand) 15.13 14.69 3.0%
1 USD = ZMW (Zambian Kwacha) 17.24 17.10 0.8%

Source: Bloomberg, Morgan Stanley Research; WoW = Week on week
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China's Macro Indicators

Exhibit 20: China's electricity generation Exhibit 21: China's Purchasing Managers Index and Industrial
. - . Production (IP
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Source: CEIC, Morgan Stanley Research
Exhibit 22: China's M2 money supply Exhibit 23: China's machinery sales
25% 1 2 200% - > : :
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x
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Source: CEIC, Morgan Stanley Research
Exhibit 24: China's Infrastructure Fixed Asset Investments (FAI) Exhibit 25: China's land sales
80% 7 > China Infrastructure FAI 130% - § China Land Sales
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Source: CEIC, Morgan Stanley Research Source: CEIC, Morgan Stanley Research
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Exhibit 26: China's floor space started and sold vs floor space Exhibit 27: Floor space completed by type of establishment

completed
150.0% X Floor Space Completed by, Type
o | B Floor Space Sold and Started vs. Floor Space Completed §
L
100.0%
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90% Floor Space Started: (Aug-21): -16.8%
Floor Space Completed: (Aug-21): 28.4% 50.0%
40%
0.0%
-10%
W -50.0% |
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Source: CEIC, Morgan Stanley Research Source: CEIC, Morgan Stanley Research
Exhibit 28: China's national average property sales Exhibit 29: MS China Economic Index vs. China IP
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Aluminium

Exhibit 30: Aluminium exchange inventories and days of Exhibit 31: China's apparent consumption vs. price
consumption 50% | LME Aluminium vs. China Apparent Consumption . [ 3000
o w»
7,000 | o Inventories 2| 60 c 2
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TSsS<zuE S0 Zz200wg T As<Euw 20z 00n<g Source: Bloomberg, Morgan Stanley Research
Source: Bloomberg, WBMS, Morgan Stanley Research
Exhibit 32: Raw materials: China's alumina production vs. imports Exhibit 33: Raw materials: spot alumina vs. China's domestic price
1 ¥ > . . . > 70% 7 £ . . . .
600% ) China Alumina Production vs. Imports ) 0% 0o § Spot Alumina vs. China Domestic Price £ 650
wr
1400% (E = Alumina Imports (lhs) r% 60% > 3| 600
. . 600
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Source: Bloomberg, Morgan Stanley Research Source: Bloomberg, Morgan Stanley Research
Exhibit 34: Price differentials: SHFE vs. LME Exhibit 35: Aluminium world production ex-China
30% i i 0% & Chi World Ex-China Ali Producti
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Exhibit 36: Physical demand: aluminium premia, by region Exhibit 37: Contango vs. Backwardation: aluminium futures curve
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Source: Bloomberg, Morgan Stanley Research Spot 3-m 15-m 27-m
Source: Bloomberg, Morgan Stanley Research
Exhibit 38: China's aluminium exports, by product type Exhibit 39: Aluminium cost curve evolution
7,000 | ., . - - — i .
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Source: Bloomberg, Morgan Stanley Research Source: Wood Mackenzie, Morgan Stanley Research
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Copper

Exhibit 40: China demand - grid investments, car sales, and air Exhibit 41: Copper exchange and bonded warehouse inventories vs.
conditioner sales days of consumption
60% . 2,000 m— | VIE Stocks (Ihs) Inventories $r 30
Copper Demand Drivers (3 months YoY) SHFE Stocke (he) g
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1,500
20% 20
0% 1,000 15
-20% 10
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-40% 5
Grid I ger Car Sales — Air conditioner Production
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Source: Bloomberg, Morgan Stanley Research Source: Bloomberg, Morgan Stanley Research

Exhibit 42: China's copper price vs. apparent consumption Exhibit 43: CFTC speculative net length

0% 7 LME Copper Price vs. Apparent Consumption 5 12,000 200 . - [ 12,000
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Source: Bloomberg, Morgan Stanley Research, * Apparent Consumption is calculated as refined production Source: Bloomberg, CFTC, Morgan Stanley Research

less net exports and change in SHFE stocks.

Exhibit 44: Copper treatment charges (TCs) vs. price Exhibit 45: China's refined copper imports
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Source: Bloomberg, Wood Mackenzie, Morgan
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Exhibit 46: Raw materials: China's copper concentrate and scrap

monthly imports

700 g £ 2,500
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Source: Bloomberg, Morgan Stanley Research

Exhibit 48: Price differentials: SHFE vs. LME
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UPDATE

Exhibit 47: Physical demand: copper premia by region
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Exhibit 49: Contango vs. Backwardation: copper forward curve
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Exhibit 50: Copper term structure vs. inventories
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Exhibit 52: Copper cost curve evolution

450 4 e COpPET SPOL 10000
400 | 50th Percentile 9000
——— 60th Percentile
350 70th Percentile 8000
——— 80th Percentile 7000
300 e O0th Percentile 6000
o 250
3 0 5000
= 1 4000
150 4 3000
100 - 2000
50 1000
0 . T . . . T . T T . T . 0
g 8 8 3 & &§ 8 8 8 8 ¢ L &
¢ & & 2 28 83 8 8 &8 B %R

Source: Wood Mackenzie, Morgan Stanley Research

T Backwardation

‘grpcks to Use

25

USSit

UPDATE

Exhibit 51: Copper to aluminium ratio
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Exhibit 53: China grid investments (annualised) vs. government
spending budget
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Source: China State Grid, Bloomberg, Morgan Stanley Research
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Nickel

Exhibit 54: Nickel exchange inventories and days of consumption Exhibit 55: China's apparent nickel consumption vs. LME price
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Source: Bloomberg, INSG, Morgan Stanley Research
Exhibit 56: Raw materials: nickel laterite ore inventories Exhibit 57: Raw materials: China's ore imports by source
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Source: Bloomberg, Morgan Stanley Research Source: Bloomberg, Morgan Stanley Research
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Exhibit 58: China's nickel ore imports vs. stainless steel production
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Exhibit 60: Nickel cost curve evolution
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UPDATE

Exhibit 59: Contango vs. Backwardation: nickel futures curve
movement
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Exhibit 61: Nickel term structure vs. inventories
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Zinc

Exhibit 62: China's apparent zinc consumption vs. LME price Exhibit 63: Zinc exchange inventories and days of consumption
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Exhibit 64: Supply drivers: China's zinc ore and concentrate output

Exhibit 65: Demand drivers: China's galvanised steel production and
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Exhibit 66: Finished metal: China's refined zinc imports Exhibit 67: Raw materials: China's zinc concentrate imports
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Exhibit 68: Zinc price differentials: SHFE vs. LME Exhibit 69: Zinc TCs vs. metal price
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Exhibit 70: Contango vs. Backwardation: zinc futures curve Exhibit 71: Zinc cost curve evolution
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Exhibit 72: Zinc term structure vs. inventories
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Gold + other precious metals

Exhibit 73: ETF gold holdings vs. gold price Exhibit 74: Gold price vs. real interest rates

4,000 - & ETF Holdings vs Gold Price 8 2250 80 4 é‘ Gold vs. Real Interest Rates % 2,500
< &
3,500 {8 3 i'sgg 60 g 5
3,000 1'500 = - 2,000
2,500 ’ 40 19
2,000 1,250
1500 1,000 2.0 1,500
’ 750
1,000 500 0.0 -
500
250 5% ] 1,000
0 0
— o~ N o o < wn wn o o~ N 0 o O Qo O o o —
PR B s B s B i 40
5§38 &3 I3 TS0 238 &8 &8 s 5 &3 a0
. -6.0
r— ?;:f; Physical Gold P-ETC — iZ{?;fG";‘,Yf'“' Gold Trust | wmmm Positive Real Rates (Ihs) wem Negative Real Rates (lhs)
s Julius Baer Precious Metals Fund - JB Physical Gold Fund s Central Fund of Canada Ltd
= Gold Bullion Securities Ltd s ETFS Physical Gold/Jersey -8.0 - Inflation adjusted Gold price (rhs) o
2K8 Gold ETF [ ishares Gold Trust 1979 1982 1985 1988 1991 1994 1997 2000 2003 2006 2009 2012 2015 2018 2021
= SPDR Gold Shares ——Gold Price (RHS)
. Source: Bloomberg, Morgan Stanley Research
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CHF hedged CHF, db Physical Gold Euro Hedged ETC, Pictet CH Precious Metals Fund - Physical Gold, iShares
Gold CH, iShares Gold CHF Hedged CH, db Physical Gold ETC EUR, ETFS Physical Swiss Gold, Goldman Sachs
Gold Exchange Traded Scheme - GS Gold BeES, Mitsubishi UFJ Japan Physical Gold ETF)

Exhibit 75: Gold performance vs. volatility index vs. dollar index Exhibit 76: Gold to Silver Ratio
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Exhibit 77: Gold cost curve (C1) evolution
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Coal

Exhibit 78: China's thermal based power generation vs. coal apparent
monthly consumption
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Exhibit 80: China's coal imports vs. prices

China coal imports vs. Newcastle Futures price
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Source: Bloomberg, Morgan Stanley Research

UPDATE

Exhibit 79: Coal inventories: Qinhuangdao port
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Exhibit 81: Inventories: China's coking coal inventories at steel mills vs.
days of consumption
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lron Ore

Exhibit 82: Iron ore inventories at China's sea ports and inventory
days of consumption
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Exhibit 84: China's iron ore prices vs. steel prices
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Exhibit 86: China's iron ore inventories at small and mid-sized steel
mills
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UPDATE

Exhibit 83: China's crude steel production, absolute and YoY change
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Exhibit 85: Freight rates from key shipping regions to China
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Exhibit 87: China's steel product inventories at distributor level
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Exhibit 88: China's iron ore imports
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UPDATE

Exhibit 89: Iron ore cost curve evolution
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Equity vs. Commodity — Relative One-Year Performance

Aluminium, Alumina

Exhibit 90: Aluminium (large cap) Exhibit 91: Aluminium (small-medium cap)
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Exhibit 92: Alumina Exhibit 93: Copper
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Nickel

Exhibit 94: Nickel (large cap) Exhibit 95: Nickel (small-medium cap)
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Exhibit 96: Zinc
Vedanta —— KoreaZinc —— Boliden === spot Zn price

450 7 —— Teck Resources
4m,
3&),
w,
250 -
Z(D,
15°M
100 -
a),
2 & = = &= = &= & & = =
Y8y s 0y 0y 0y g 0§y 0§ g 0y
3
EEEEEEEEEE

Source: Bloomberg, Morgan Stanley Research

26



Morgan Stanley | researcs UPDATE

Precious Metals

Exhibit 97: Gold (large cap) Exhibit 98: Gold (small cap)
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Exhibit 99: Gold (small cap) Exhibit 100: Silver
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Exhibit 101: PGMs
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Bulks — Iron Ore, Metallurgical Coal

Exhibit 102: Iron ore Exhibit 103: Metallurgical coal
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Energy — Thermal Coal, Uranium, Oil

Exhibit 104: Thermal coal — Asia Exhibit 105: Thermal coal — North America
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Exhibit 106: Uranium Exhibit 107: Oil
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Diversifieds
Exhibit 108: Diversifieds
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Pinch diagrams

Exhibit 109: Copper
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Exhibit 111: Nickel
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Exhibit 113: Lead
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UPDATE

Exhibit 110: Aluminium
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Exhibit 112: Zinc
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Key Morgan Stanley Forecasts

Exhibit 114: Base metal price forecasts

Period Aurinium Gopper Nickel Zinc
Bull Base Bear Bull Base Bear Bull Base Bear Bull Base Bear

Ussib Ussib Ussib Ussib
e | 148 115 111 | 427 416 406 96 838 7B 132 12 127
e | 141 12 104 | 478 36 3D | 2B 819 6% 143 115 108
e | 128 105 084 | 3w 305 275 | 102 68 545 137 105 0%
e | 12 140 088 | 420 3 280 | 10 7% 538 140 108 097
e | 1% 145 0® | 446 39 287 | 101 780 546 137 110 0%
awse | 12D 105 08 | 419 32 20 98 79 55 140 117 0%
Trom| 115 105 08 | 414 318 270 9% 7B 545 130 118 0%

Source: Morgan Stanley Commaodities Research estimates (e)

Exhibit 115: Precious metals price forecasts

Period Gold Silver Platinum Palladium
Bull Base Bear Bull Base Bear Bull Base Bear Bull Base Bear
US¥az USYaz US$az US¥az

2le | 188 1782 1747 68 2508 864 1,131 1,083 1,036 257 2427 2217
A2 | 1946 1621 149 2750 29 1833 1212 1,06 848 27% 2150 1906
A28 | 1988 1590 136 3108 220 1887 1619 1,245 1121 1845 1,538 1,076
A4e | 1918 145 1312 3160 213 1901 178 1,375 1238 1463 1,219
A%e | 1% 1390 1.3 3190 20 1980 1,78 1375 1238 1479 123 83
2A6e | 180 1350 1283 263 25 2025 1,706 1,313 1,181 150 1,250 1,000
LTrom| 184 13083 1173 2030 25 1915 1613 1,241 1117 1489 1,241 9B

Source: Morgan Stanley Commaodities Research estimates (e)

Exhibit 116: Bulks price forecasts
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e | B 8 & | 2w @ ® % 7 59 49 40 B 8%\ B | & M 31
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e | 3 @8 B | MW 0 M 16 % 0w 5 54 45 36 98w 700 560 | &4 4 ¥
e | 17 & B | B 0 M5 16 o B 3 54 45 36 940 70 580 | B 0 0® R
Trom| 1@ & % w2 oM B 5 55 46 a7 B2 745 508 | ®  ®

Source: Morgan Stanley Commaodities Research estimates (e)
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Global Metals & Mining Team

UPDATE

GLOBAL METALS & MINING TEAM
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Disclosure Section
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