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Daily Base Metals Report

US stocks opened higher today after the release of the CPI report, which came in line with expectations. Headline

inflation showed a slight uptick in November, rising from 2.6% to 2.7% YoY, driven by increases in food and used

vehicle prices. Core CPI remained steady at 3.3% YoY, unchanged from October. Markets interpreted the data as

reinforcing expectations for a 25bps rate cut by the Federal Reserve next week, with forward swaps now pricing in

almost a 100% probability of such a move. The 10-year US Treasury yield rose to 4.25%, likely reflecting reduced

expectations for deeper rate cuts in the upcoming year. Meanwhile, the dollar index unexpectedly jumped to

106.7, which contrasts with typical behaviour following dovish signals and could indicate continued demand for

the dollar as a safe haven.

Base metals weakened slightly due to a weaker yuan following reports that Beijing is considering allowing the

currency to move without a fixed rate, potentially letting it weaken next year. In recent weeks, the yuan has been

fixed at 7.2-7.3 against the strengthening dollar, which has helped to limit losses. If the yuan is allowed to float

freely, the yield differential between the US and China will play a crucial role in influencing the currency pair.

Although the Fed is expected to cut interest rates in the coming months, the scale and pace of these cuts are

likely to be moderate, which will maintain a strong differential with Chinese bond yields. As a result, this could lead

to a weaker performance of the yuan against the dollar, exerting downward pressure on base metal prices.

As a result, aluminium and copper held steady at $2,601/t and $9,192/t, respectively. Zinc continued to rise

gradually, reaching $3,125.50/t. Meanwhile, lead weakened, breaking below the robust $2,050/t level to $2,043/t. 

Gold extended its upward streak, climbing to $2,712/oz, the highest level this month, while silver edged higher,

surpassing the $32/oz mark. Oil prices also increased steadily, with WTI trading at $69.50/bbl and Brent crude at

$72.90/bbl, supported by uncertainties surrounding the transition of power in Syria.
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Risk warning

This is a marketing communication. The information in this report is provided solely for informational purposes and should not be regarded
as a recommendation to buy, sell or otherwise deal in any particular investment. Please be aware that, where any views have been expressed
in this report, the author of this report may have had many, varied views over the past 12 months, including contrary views.

A large number of views are being generated at all times and these may change quickly. Any valuations or underlying assumptions made are
solely based upon the author's market knowledge and experience.

Please contact the author should you require a copy of any previous reports for comparative purposes. Furthermore, the information in this
report has not been prepared in accordance with legal requirements designed to promote the independence of investment research. All
information in this report is obtained from sources believed to be reliable and we make no representation as to its completeness or
accuracy.

This report is not subject to any prohibition on dealing ahead of the dissemination of investment research. Accordingly, the information may
have been acted upon by us for our own purposes and has not been procured for the exclusive benefit of customers. Sucden Financial
believes that the information contained within this report is already in the public domain. Private customers should not invest in these
products unless they are satisfied that the products are suitable for them and they have sought professional advice. Please read our full risk
warnings and disclaimers (www.sucdenfinancial.com/en/risk-warning-and-disclaimers).


