®  Manufacturing PMI continue to in contraction zone

e Inflation ticks lower in China to 0.4%

e lack of definite stimulus measures dampen optimistic
sentiment

Base metals had an interesting start to the week - following
optimism around China announcing a slew of economic measures
in efforts to spur its deteriorating economy which included a drop
in bank reserve requirements and key short term lending rates.
On the other hand, prices came under pressure after dollar index
reversed from its recent lows and weighing on major commodity
prices.

Chinese markets were shut for a week on account of national
holiday in the first week of October. The uptick seen in the prices
of base metals post the announcements, eased following the
reopening of China’s mainland markets after the week-long
holiday. The much-anticipated briefing by the National
Development and Reform Commission (NRDC), was largely
underwhelming, as it fell short of announcing new government
spending initiatives. China has been a drag on metals demand for
over two years, with a broad economic slowdown and the
ongoing property sector crisis. Despite the introduction of
numerous property support measures this year, they have yet to
make a significant impact on metals demand.

Chinese government also conducted a press briefing wherein, no
definite measures were announced, instead focus was on
increasing debt and deficit. In the lead-up to the briefing, there
was optimism in markets that China might introduce significant
new stimulus package within a range of 2 trillion Yuan ($283.1
billion) to more than 10 trillion Yuan. Minister Lan indicated that
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the weekend briefing was not the final word, suggesting that more
stimulus measures are forthcoming and that the debt or deficit
adjustments the markets have been anticipating could be
announced soon. However, it remains uncertain whether the scale
of any such stimulus will meet market expectations or how much of
it will be directed towards boosting consumption or supporting the
real estate sector.

For economic numbers, China's Caixin Manufacturing PMI fell to
49.3 in September, indicating a contraction in the sector and a
missed market prediction, which contributed to lower demand
expectations. In September 2024, China's annual inflation rate was
0.4%, lower than market expectations and the 0.6% level recorded
in August. This was the eighth month of consumer inflation, but it
was the lowest since June, emphasizing the need for additional
policy support from Beijing to combat rising deflation threats.

Chinese copper smelters are warning about possible shutdowns if
processing fees decline too drastically. These warnings come amid
ongoing annual supply negotiations with major miners. Reports
suggest that processing fees might drop to levels that would
threaten smelters' profit margins. If smelters begin cutting back or
stopping refining activities, the refined copper market could
experience short-term tightness. Copper treatment charges for this
year are set at $80 per ton, but Bloomberg estimates suggest these
could fall to between $20 and $40 per ton next year.

The global refined zinc market is expected to face a deficit of 164,000
metric tons in 2024 due to reduced production in Europe and other
regions, rather than the previously forecasted surplus, according to
the International Lead and Zinc Study Group (ILZSG) on Monday.
Back in April, the ILZSG had predicted a 56,000-ton surplus for 2024.
Prices for zinc, which is used to galvanize steel for the construction
and automotive sectors, have increased by 16.5% so far this year.
European production is projected to decrease by 11.4% this year,
mainly due to cuts in Ireland and Portugal, as noted by the group.

Despite the recent pickup in copper consumption due to seasonal
demand and recent falling prices, the pace of gains in base metal
prices is not what is expected. Despite the aggressive 50 bps cut, the
dollar did not slump further, capping any further gains for the
commodity. The only hope remaining would be Chinese authorities
taking advantage of the Federal Reserve's 50-basis-point decrease,
because it offers them "wiggle room" to lower borrowing costs.
Pressure is mounting on the government to do more to boost growth
following August data that cast doubt on China's ability to meet its
5% growth target this year. Any further supportive actions from
China would help boost base metal prices.
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Production cuts are also expected in China, Canada, South Africa,
the U.S., and Peru, particularly at the Antamina mine. However,

these declines might be partly offset by increases in production in
Australia, Mexico, and Congo, the ILZSG mentioned. The ILZSG
forecast that global refined zinc metal production will be
constrained by the availability of concentrates, predicting a 1.8%
drop to 13.67 million tons in 2024. For 2025, the group anticipates
a surplus of 148,000 tons. Global demand for refined zinc is forecast
to grow by 1.8% to 13.83 million tons in 2024, with usage projected
to increase by 0.7% in both 2024 and 2025 in China, the largest
consumer.

Outlook:

Recent strength in dollar coupled with disappointment amongst
market participants regarding lack of concrete fiscal measures kept
prices pressured. Although sustained optimism regarding China,
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In the last week, aluminium prices saw a negative close of

nearly 2 rupees or -0.58%. The 14- period Relative
Strength Index (RSI) currently trading at 56, holding well
above the midpoint mark of 50, signalling market
strength. Prices are sustaining above the symmetrical
triangle pattern breakout and the slope of 200 day moving
average is turning upwards. We maintain Buying on dips
till it holds above Rs. 228 level testing Rs. 246 on the
higher side followed by Rs. 252 as an extended target.
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