Base metals started the new year positively fueled by revived

optimism over China in hopes it will follow through on its recent
commitments to ramp up monetary and fiscal stimulus to bolster
economic growth while uncertainty looming over tariffs capped
any further gains.

China will significantly expand funding from ultra-long treasury
bonds in 2025 to promote company expansion and consumer-
boosting schemes, as Beijing ramps up fiscal stimulus to revive
the flagging economy. Special treasury bonds will be utilized to
fund large-scale equipment improvements and consumer goods
trade-ins, according to NDRC at a press conference. Chinese
officials have committed to "vigorously" expand consumption
this year, raising the prospect of additional policy moves to
stimulate demand and combat deflationary risks.

Amid sluggish investment growth, the government plans to
increase special treasury bond issuance to boost equipment
renewal efforts. This initiative will provide investment subsidies
and interest subsidies for equipment renewal loans. Existing
industries already benefiting from policies, such as energy,
transportation, and logistics, will continue to receive support,
while the scope will expand to include sectors like IT,
manufacturing safety, and agriculture. The renewal efforts will
prioritize high-end, smart, and environmentally friendly
equipment.

Markets attempted to discount the potential for hefty tariffs on
US imports after US President-elect Donald Trump takes office
later this month. A Washington Post reported that Trump
advisers were considering tariff plans that would apply to all
countries but only cover sectors deemed critical to national or
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economic security, a significant departure from Trump's promises
during the 2024 presidential campaign. Trump had promised to put
10% tariffs on worldwide imports into the United States, as well as
a 60% tariff on Chinese goods - charges that trade experts believe
will disrupt trade flows, raise costs, and prompt retaliation against
US exports.

An important measure of demand for copper imported into China,
the Yanghsan copper premium also increased to about $71-73$
from ~$40 two months ago. China’s imports of unwrought copper
and copper products reached a 13-month high in December, rising
17.8% year-on-year to 559,000 metric tons, according to customs
data. Imports increased 5.87% from November, partly due to sellers
fulfilling remaining volume obligations of annual contracts. This
reflects healthy demand in China for copper.

Data from US has been coming in stronger than expected, which
poses pressure on prices. The U.S. job market once again exceeded
expectations, with employers adding over 250,000 jobs in the final
full month of Joe Biden's presidency, challenging predictions of a
slowdown. This stronger-than-anticipated gain of 256,000 jobs in
December far surpassed the 160,000 forecast. Meanwhile, the
unemployment rate edged down to 4.1% from 4.2%, as detailed in
the Labor Department's monthly employment report, leaving
Federal Reserve officials deliberating the need for further interest
rate cuts in a robust economic environment.

Outlook:

Rising global trade tensions and a potential slowdown in
manufacturing, driven by looming tariffs under incoming US
President Donald Trump, keeps investors cautious. Change in
consumption pattern is also expected in China ahead of week-long
holiday on account of Chinese New Year starting 28th January. With
forecasts of reduced rate cuts, stronger than expected labor market
data and cautious approach being adapted by the Fed; the dollar
index is considerably firm and may cap gains for metals.
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