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2023 was a challenging year for investors in industrial metals. Macroeconomic headwinds
overwhelmed the structural case for greater demand for metals from the ongoing
transition to clean energy technologies. But are those headwinds finally subsiding?

The annual inflation rate for the us fell to 3.1% in Novemberl. In December, the us
Federal Reserve (Fed) not only decided to hold interest rates steady, but also opened
the door for several interest rate cuts in 2024. Risk assets reacted favourably across
the board. So did metals.

Metal December 2023 price change

Tin 9.5%
Palladium 9.4%
Aluminium 8.6%
Platinum 6.9%
Zinc 6.8%
Copper 1.3%

Source: Bloomberg. Price performance based on the generic first futures contract.
Historical performance is not an indication of future performance and any investments may go down in

value.

Interestingly, copper was not among the chief beneficiaries of the rebound. Rather,
among the Teaders was tin, a crucial energy transition metal used to produce solder
which helps create electrical connections in any application where current flows. Tin, a
relatively smaller market than copper, has 1in the recent past, exhibited Targer
fluctuations in prices in either direction.

Also among the top performers in December were platinum and palladium - precious metals
with industrial characteristics and used as autocatalysts in internal combustion engine
cars. Platinum is 1increasingly finding new application for its use as a catalyst in both
hydrogen electrolysers (to produce green hydrogen), and hydrogen fuel cells (a type of
battery which uses green hydrogen as a fuel source). In addition to their industrial
credentials, since both metals are classified as precious, they tend to also correlate
with gold. Gold’s strength in response to falling inflation and dovishness from the Fed
has, in turn, also helped 1ift platinum and palladium.
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Aluminium and zinc, both crucial elements in the energy transition, also made notable
gains in December. Aluminium is at the heart of the renewable energy value chain given
its use 1in energy deneration, transmission, and storage across wind, solar, and green
hydrogen. Zzinc 1is used to galvanise steel to prevent electric vehicles, solar panels,
and wind turbines from rusting. In our recently published market outlook, we discussed
how China has not come out with an economic bazooka to stimulate the economy but,
instead, 1is introducing piecemeal stimulus. china has started 2024 1in a notably
different fashion compared to Tlast year. 2023 kicked off with markets expecting big
things from the Chinese economy as it emerged from Covid Tlockdowns. Wwhat was steady
activity throughout the year Tleft markets disappointed. Given expectations have now
moderated and economic activity in China remains stable, the outlook for assets Tinked
to China is much more favourable.

overall, industrial metals have offered a glimmer of hope to 1investors by staging a
rebound after a prolonged period of weakness. It is a helpful reminder that the asset
class has Tlargely been a victim of macroeconomic headwinds rather than a worsening of
its Tong-term fundamentals. The world will require large quantities of metals 1ike
copper, nickel, aluminium, zinc, tin, platinum, silver, T1lithium, and cobalt, among
others to decarbonise many different sectors. This long-term story, we believe, remains
underappreciated.

sources

1 source: Trading Economics, January 2024.

Related blogs
+ commodity outlook: late cycle performer stepping into gear

View the online version of this article here.
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Important Information

Marketing communications issued in the European Economic Area (“EEA”): This
document has been issued and approved by WisdomTree Ireland Limited, which is authorised
and regulated by the Central Bank of Ireland.

Marketing communications dssued in jurisdictions outside of the EEA: This
document has been qissued and approved by WisdomTree UK Limited, which 1is authorised and
regulated by the uUnited Kingdom Financial Conduct Authority.

wisdomTree 1Ireland Limited and WwisdomTree UK Limited are each referred to as
“WisdomTree” (as applicable). our cConflicts of Interest Policy and Inventory are
available on request.

For professional clients only. The information contained in this document is for
your general information only and 1is neither an offer for sale nor a
solicitation of an offer to buy securities or shares. This document should not
be used as the basis for any investment decision. Investments may go up or down
in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should
be based on the information contained in the appropriate prospectus and after
seeking independent investment, tax and legal advice.

The application of regulations and tax 1laws can often lead to a number of
different interpretations. Any views or opinions expressed in this communication
represent the views of wisdomTree and should not be construed as regulatory, tax
or Tlegal advice. WisdomTree makes no warranty or representation as to the
accuracy of any of the views or opinions expressed in this communication. Any
decision to invest should be based on the information contained 1in the
appropriate prospectus and after seeking independent investment, tax and Tlegal
advice.

This document is not, and under no circumstances is to be construed as, an advertisement
or any other step in furtherance of a public offering of shares or securities in the
United States or any province or territory thereof. Neither this document nor any copy
hereof should be taken, transmitted or distributed (directly or 1indirectly) into the
United States.

Although wisdomTree endeavours to ensure the accuracy of the content 1in this document,
wisdomTree does not warrant or guarantee its accuracy or correctness. Where WwisdomTree
has expressed its own opinions related to product or market activity, these views may
change. Neither wisdomTree, nor any affiliate, nor any of their respective officers,
directors, partners, or employees accepts any liability whatsoever for any direct or
consequential Toss arising from any use of this document or its contents.
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