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COPPER OUTLOOK - GREEN DEMAND ACCELERATION
DRIVE A RECORD WIDE SUPPLY GAP BY 2030

With increasing focus on seeking copper exposure globally, we put together a
compendium of covered global copper miners, comparing key financial and
operating metrics including production growth levels, longer term growth
opportunities, geographic exposures, cost analyses, and sensitivities to copper
price moves. While the copper equities we cover in this note are up 34% relative
to the commodity in the last 12 months, we still believe there remains potential
for stocks to re-rate higher as we rapidly approach peak copper supply as
underpinned by green demand acceleration. Within our global coverage, we
favour equities with attractive copper assets, both near-term longer-term
growth potential, and undemanding valuations.

Supply

Investment over the last decade has been muted across the global miners as a
price collapse in the mid-2010s punished those who committed large amounts
of capital, and 2021 capex budgets are broadly unchanged relative to 2020
levels. Given the long-cycle nature of copper (we expect it takes 2-3 years for a
brownfield expansion and up to 8 years for a greenfield project), and broad
mining sector conservatism towards adding new growth leads to our
expectations that supply may not be readily available to meet demand by the
second half of the decade. That said, we do expect short cycle responses in the
form of both higher scrap supply and some demand substitution to ease the
gap, but even so, expect record supply deficits of 8.2Mt to materialize by 2030,
twice the size of the supply gap that triggered the prior bull market in copper in
the early 2000s.
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Demand

While global coordinated economic recovery following the pandemic marks the
near term leg of demand strength, we expect that green demand will drive the
tightest copper balances in history over the next decade. Our colleagues expect
that by 2030, copper demand from the transition will grow nearly 600% to 5.4Mt
in our base case. Underpinning this view in 2030 is 1.5Mt of copper demand
from solar, 1.3Mt from wind, 2.4Mt from EVs and 0.2Mt from electric vehicle
charging points. In short, the annual average demand growth from these green
technologies could be on par with that from China during a period of high
growth in the 2000s.

Prices

As a result, given the potential that copper markets face depleting inventory
levels, the solving mechanism required to drive a near-term positive supply
response will be copper price. Our Commodities analysts believe that current
copper prices (~$9,000/t) are too low to prevent inventory depletion, while
longer term copper prices are not high enough to incentivize greenfield
projects to solve the supply deficit. Given this, we now project copper to average
$9,675/t in 2021, $11,875/t in 2022, $12,000/t in 2023 before a material step up to
$14,000/t in 2024 and $15,000/t in 2025.
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