UK: +44 (0)207 989 0813
NA: +1 646 896 3065
AU +61 2 9280 0700
action@proactiveinvestors.com

Glencore PLC
05:19 15 Aug 2019

The rise, fall, and probable rise again of cobalt
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The cobalt price has had two major runs in the past twenty years or so. The
first was back in the middle part of the last decade, when virtually every
commodity imaginable went through the roof.
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The correction was severe, and after a peak of over US$50 per pound, the
price crashed back, with along with everything else in the financial crisis, to the
US$15 per pound level it had been trading at before the Chinese "Supercycle"
hype got going.
The second run up in cobalt mirrored the runs in lithium and vanadium, at least
broadly speaking, all of which were by investor enthusiasm for the potential of
new generation batteries and in particular their application in electric vehicles.

Share Information
So, between the end of 2016 and the beginning of 2018 the cobalt price once
again spiked, hitting a five-year high of just over US$40 per pound before
commencing a precipitous decline. There have been declines in the lithium and
vanadium price too, but neither metal has been hit quite so hard as cobalt.
Why is this?
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The answer comes in two parts.
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The first is a standard narrative of over-exuberance, with investors moving too
early. There will be significant demand for cobalt in the coming years, but it
certainly hasn't arrived as fast as some investors had hoped it would. Indeed,
sales of electric vehicles actually fell in key markets like Europe and China in
the most recent quarter, as government incentives have been curtailed.
The second is more subtle. Overall, the cobalt market is relatively small, and
there are a limited number of players. The bulk of the supply comes out of the
Democratic Republic of Congo in central Africa, one of the most unstable and
corrupt countries in the world. Buyers don't like their supply chains to be
dependent on such a source, primarily for the unreliability of it, but also for
ethical reasons.
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And on the mining side, cobalt rarely comes in ore without copper, making the economics somewhat dependent on the
pricing of another metal. In short, for a metal that's only used in relatively small amounts, it's quite hard work. So, if the
shine was really going to come off one of the battery metals, it was always going to be cobalt.
Both vanadium and lithium, while a long way off 2018 highs, are still trading at higher levels than they were at five
years ago.
Not so cobalt. After the battery metals hype wore thin, the price tumbled back down once again to below the US$15
level, and sits currently at just over US$13.
The question now is: where will it go from here?
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Because although there's no doubt that the investment community did get ahead of itself with cobalt, the fundamental
case that lies behind the recent exuberance hasn't gone away. Yes, cobalt is a tricky metal to deal with and some
battery makers are keenly experimenting with substitution.
But the lithium-ion cobalt battery remains a staple of the electronics industry, particularly in consumables like phones,
laptops and digital cameras. And the likely use of cobalt in electric vehicle batteries for years to come has sparked
some extremely excitable headlines, including one from Auto Express that argued that for the UK to hit its target of
converting all vehicles to electric by 2050 it will need to consume twice the world's existing supply of cobalt.
Meanwhile, last year the European Commission said that cobalt represented a potential "bottleneck" in the ongoing
electrification of Europe's vehicles.
And this dynamic isn't going away soon. Alright, so the hype around Elon Musk's Tesla Corporation got a little
overdone. It even got to the point where lithium companies were deliberately denying any connection to Tesla because
of a fear of overpromotion.
But Tesla continues to push out new product. The major European carmakers are rushing to convert their production
lines to electric in the wake of the diesel emissions scandal, and in China the hotbutton issue of pollution makes
electrification of vehicles a no-brainer.
All of this bodes well for cobalt, and lithium too, although with lithium the dynamic is different since the metal is one of
the most abundant in the earth's crust.
Short-term relief may even come soon, given Glencore's (LON:GLEN) recent decision to shut down its Mutanda cobalt
mine in the Democratic Republic of Congo. The mine is no longer worth the candle for Glencore at the current cobalt
price, but the side effect of that decision is that there will also be less supply around.
In part this is what's led analysts at UBS to forecast a cobalt resurgence in the relatively near term.
"We expect the cobalt price to increase around 60 percent over the next 18 months back to US$20 a pound," UBS said
in a research note issued early in August.
"We see further material upside in 2024-2025 when the market is set to move into a deficit."
True, new supply from the DRC could fill the gap, but even so, the broader context remains. UBS forecasts electric car
penetration to reach 17% or 17mln vehicles in 2025 and for cobalt demand to grow to 270,000 tonnes by then from
130,000 currently.
So how can investors best take advantage of the current low price?
Sophisticated players can take out the LME cobalt contract, of course. But for those with smaller portfolios, the mining
equities represent a more obvious choice
Glencore is the biggest producer, followed by Chinese company China Molybdenum (HKEX:3993). Neither of these
though, are likely to respond in any dramatic way to a resurgence in the cobalt price.
For real leverage you have to look at smaller companies, like Jervois Mining Ltd (ASX:JRV), which has the Idaho cobalt
project in the USA, a rare standalone cobalt project that's been in development for years.
Jervois has only recently got in on the act here, having completed its merger with eCobalt in July, but it also has an
attractive portfolio of East African prospects.
Elsewhere, Meteoric Resources Ltd (ASX:MEI) has a portfolio of cobalt projects in Ontario near Cobalt Town, although
much of the company's recent emphasis has been on gold exploration.
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Also very active is Global Energy Metals Corp (CVE:GEMC), which has projects in Australia, Canada, and the USA.
Others with that offer exposure to cobalt include Mawson Resources (TSE:MAW), Australian Mines (ASX:AUZ), Power
Metal Resources PLC (LON:POW), Jubilee Metals Group PLC (LON:JLP), Arc Minerals Ltd (LON:ARCM) and Cobalt
Blue Holdings Ltd (ASX:COB).
How much the share prices of any of them will move in the current depressed market is open to question. But just a
sniff of a cobalt re-rating could radically transform the picture.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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