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Disclaimer

This presentation has been prepared by Nucleus Wealth and is for general information only.

Every effort has been made to ensure that it is accurate, however it is not intended to be a
complete description of the matters described. The EJr.esentatlon has been prepared without
taking into account any personal objectives, financial situation or needs. It does not contain
and is not to be taken as containing'any securities advice or securities recommendation.
Furthermore, it is not intended that it be relied on by recipients for the purpose of making

investment decisions and is not a replacement of the requirement for individual researchor
professional tax advice.

Nucleus Wealth does not give any warranty as to the accuracy, reliability or completeness of
information which is contained in this presentation. E.xce%t insofar as liability under any
statute cannot be excluded, Nucleus Wealth and its directors, employees and consultants do
not accept an’\_/ liability For any error or omission in this presentation or for any resulting loss
or damage suffered by the recipient or any other person. Unless otherwise noted, Nucleus
Wealth is the source of all charts; and all performance figures are calculated using exit to exit
prices and assume reinvestment of income, take into account all fees and charges but
exclude the entry fee.

It is important to note that past performance is not a reliable indicator of future
performance. This document was accompanied by an oral presentation, and is not a comﬁlete
record of the discussion held. No part of this presentation should be used elsewhere without
prior consent from the author.



What is a cycle:

Prices fall as production
commences in new mines
Supply > Demand

Lack of Supply= Prices rise
as supply declines and demand
increases. New mines planned Normal
but delay before building
Demand > Supply

Commodity
Cycle

Prices bottom as high cost mines close
and no new mines are built
Supply = Demand



When do you get a super cycle?: China

Exhibit 2: China's %-share of global commodities'
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Supercycle Prices: Iron Ore

UsD / t Real Iron Ore Price
62% Equivalent, 2021 US dollars

Global Price

US Price



Supercycle Prices: Copper
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Demand: Iron Ore

Crude Steel Production: China v. Rest of World

i Construction sector accounts for most of Chinese steel
Millions of tonnes, annual 996 Mt

end-use demand (%)
2019 Chinese steel demand = 875 million tonnes
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Demand: China

MACRO
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Demand: EVs

 Internal Combustion Car: 20kg

« Battery EV: 50-60kg

* (2br Apartment: 125-150kg 3br House: 200-250kg)
 ~100m cars per year

* 100 x 35/ 1000 = 3.5m tons per year extra demand

* World mining 20m + Recycling 10m = 30m tons /year

* 1.e. 12% more copper needed



Cost curves: Mining Costs
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Cost curves: Mining Costs

« Open Pit: $1.5 - $2.5 per ton moved (note stripping)
* Underground:

o Bulk: $15-25 per ton of ore

o Stoping: $30-50 per ton of ore

o Cut and Fill: $40-60 per ton of ore

o High Cost: $100-200+ per ton of ore



Cost curves: Other Costs

* Processing: varies widely, say $15 / ton of ore of
typical metal, much lower for iron ore or coal, higher
for gold

« Transport: $1-2 to transfer modes

 Rail Transport: $20 / 1000 km / ton (larger operations)

« Ship Transport: $4-8 / ton (Aust/Brazil/SA to China)



Supply: Copper
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Supply: Copper

HISTORICAL COPPER RESERVES

VS. COPPER ANNUAL PRODUCTION
in million tonnes (USGS, 2018)
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Financial Flows:

» Speculative buying
 Chimerica/ US Dollar

* |nflation



Investment Outlook

Structural downturn lurking, acute or chronic?

Key positive factors

eGovernment stimulus

el ow probability of US tax hikes
eEarnings very good
elnequality to increase

Other positive factors

eBankruptcies limited

eEvictions limited

eMortgage repayment holidays

e\Wage growth very low

e Capital efficiency

elLow oil prices

e\/accine hope

ePolicy certainty

e Structural change in industries leading to cost efficiencies

Key negative factors

eVirus in Northern Hemisphere
e\/aluation

el atent bankruptcies

el ow genuine credit growth

Other negative factors

eShort term gap in US economic conditions

elnequality longer-term effects

eEffects gradually rolling off

e Structural change in industries leading to weak demand
eCycle

eDemand weak

e Australian stimulus badly targeted



Viewer question of the week

What is the biggest risk to a bull market in 2021?

Drop your answers in the comments



More from Nucleus Wealth:

Content:
Nucleuswealth.com/content

Have a guest or topic suggestion for the
show?
Leave a comment on YouTube

Social media:

n Facebook.com/nucleuswealth

m Linkedin.com/company/nucleuswealtt

Find us on all major (and minor) podcast platforms:
Instagram.com/nucleus_wealth

Listen on
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