LME Asia: Trends in Copper trading activity
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COPPER/COMMODITY THEMES

Futures vs. Swaps: Bank capital regulations vs. ‘closed door’
margin/collateral requirements.

Commodities as an Asset Class: Enhanced-beta and risk premia. Growth
of quant as a strategy.

Interest Rates and Volatility: Significant impact on margin requirements
and cost of hedging inventory.

Geopolitics: End of globalisation and increase in basis risk

Decarbonisation Agenda: 20+ year impact on supply/demand dynamics
for many commodities.
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POSITIONING IS FLAT DESPITE POSITIVE SENTIMENT

Copper (LME) MAREX = Higher volatility and absence of
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LOW INVENTORIES MEAN NO SUPPLY BUFFER

-1
SPECULATIVE POSITIONING AND INVENTORIES MAREX

Recent rolls for Copper (LME) against net specs and inventories
The first panel shows the Market Analytics Net Specs estimate in terms of lots. The second panel shows the index benchmark spread settlements with the roll period coloured gold. On
the third panel, LME total inventary levels are shown, categorised by on warrant stocks (dark blue) and cancelled warrants (light blue).
. ik . B
| |' Ill“lllll L = Higher volatility and absence of
long-term frend since 2021 Q2 has
=
reduced positioning.
I W /‘ﬁ/\/ - Market structure factors such as
i margin requirements and interest
g rates have significantly raised the
’ %\_Aﬂfwmmuzzvzz \J\\’\'{J‘“\/—A"\_‘W\JN —~ . g . y
. cost of holding inventory.
Source: Marex Market Analytics
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SAVANT - Copper smelter activity SAVANT

l#” Activity Dispersion: Global

O Activity Dispersion Index
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= Global smelter activity

picking up from low
level, led by China.

= Precedents of Jul 2020,

A Mn ﬂ/\ Ad . I M Mar 2021 and Feb 2022

suggest bullish near-term
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Activity Dispersion

outlook for copper.
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EVOLUTION OF QUANTITATIVE INVESTING IN COMMODITIES

Quant involvement in commodities is not new but it does evolve.

1970's onwards. CTA's, Turtle Traders, Momentum Strategies.
2000 onwards: Passive long-only indices. S&P GSCI, BCOM.

2010 onwards: Optimal roll yield long-only: ‘Dynamic Roll’ or ‘Roll Select’

2016 onwards: Risk Premia: Carry-extraction from term structure and volatility.

2020-onwards: ¢

Quantitative strategies also come back in a different form having ‘learned the lesson’ of the
previous cycle.
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RV TRADING AN INCREASINLY IMPORTANT TYPE OF FLOW

RISK PREMIA RV POSITIONING MAREX = Copper RV positioning is currently

Current risk premia distribution

maximum short.

—— = With length exiting energy, that

WTI Crude Oil (NYMEX)

Gasoil (ICE)

could cause a relative

Heating Oil (NYMEX)

RBOB Gasoline (NYMEX)

improvement in copper flows.

Nat Gas (NYMEX)

Ags & Meats Corn (CBOT)
Wheat (CBOT)
HRW Wheat (KCBT)
Soybeans (CBOT)
Soybean Meal (CBOT)
Soybean 0il (CBOT)
Lean Hogs (CME)
Live Cattle (CME)
Sugar #11 (ICE)
Coffee (Arabica) (ICE)

Cotton #2 (ICE)

Metals Copper (COMEX)
Aluminum (LME)
Nickel (LME)
Zinc (LME)
Gold (COMEX)

Silver (COMEX)

Source: Marex Market Analytics
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FORWARD LIQUIDITY IS LME-ONLY

-
Copper (COMEX) MAREX
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= Marex Risk Premia models expect
the Dec 2023 position in LME
Copper to move to Dec 2024
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This presentation has been prepared by Marex for information purposes only.

The Marex ® group of companies includes Marex Financial (including the Marex Solutions division), Marex Spectron International Limited, CSC Commodities UK Limited, Tangent Trading Limited, Marex Spectron Europe
Limited, Marex North America LLC (including the Rosenthal Collins Group division), Marex Spectron USA LLC, Spectron Energy Inc., Marex Hong Kong Limited, Marex Spectron Asia Pte. Ltd., Spectron Energy (Asia) Pte.
Ltd., Marex France SAS (including the BIP AM division), X-Change Financial Access, LLC, Starsupply Petroleum Europe B.V., Volcap Trading Partners Limited, Volcap Trading Partners France SAS and Arfinco S.A.
(individually and collectively “Marex”).

Information in this presentation should not be considered as advice, or as a recommendation or solicitation to purchase or otherwise deal in securities, investments or any other products. It has been prepared for
institutional clients, is not directed at retail customers and does not take into account particular investment objectives, risk appetites, financial situations or needs. Recipients of the presentation should make their own
trading or investment decisions based upon their own financial objectives and financial resources.

This presentation may contain forward looking statements including statements regarding our intent, belief or current expectations with respect to Marex’s businesses and operations, market conditions, results of
operation and financial condition, capital adequacy, specific provisions and risk management practices. Readers are cautioned not to place undue reliance on these forwarddooking statements which may be subject to
change without notice. While reasonable care has been used in the preparation of forecast information, actual results may vary in a materially positive or negative manner. Forecasts and hypothetical examples are
subject to uncertainty and contingencies outside Marex’s control. Past performance is not a reliable indication of future performance.

The information in this presentation is current as at the date of publication. No part of this presentation may be redistributed, copied or reproduced without prior written consent of Marex. While reasonable care has been
taken to ensure that the facts stated are fair, clear and not misleading, Marex does not warrant or represent (expressly or impliedly) the accuracy, completeness or fitness for purpose or use of any information in this
presentation. Any opinions expressed may be subject to change without notice. Marex accepts no liability whatsoever for any direct, indirect or consequential loss or damage arising out of the use of all or any of the data
or information in this presentation.

This presentation has been approved by Marex Financial (“MFP”’). MF is incorporated under the laws of England and Wales (company no. 5613061, LEl no. 5493003EETVWYSWJ5A20 and VAT registration no. GB 872 8106
13) and is authorised and regulated by the Financial Conduct Authority (FCA registration number 442767). MP’s registered address is at 155 Bishopsgate, London, EC2M 3TQ.

©2022 Marex. Al rights reserved.
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