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Introduction

In an era where the world is increasingly reliant on electricity, copper emerges as a critical component in meeting the surging
demand. As the backbone of power infrastructure and a key enabler of technological advancements such as Electric Vehicles (EV),
artificial intelligence (Al) and data centres, copper stands at the forefront of the energy revolution. This paper explores the compelling
reasons why copper presents an attractive opportunity for investors seeking exposure to the evolving landscape of power
consumption.

Unprecedented Growth in Power Demand: Electricity consumption is experiencing an unprecedented surge, driven by various
factors including the electrification of transportation and buildings, and the proliferation of data centres. Notably, data centre demand
alone is forecast to grow by an average of 11% annually until 2030, reflecting the increasing reliance on digital infrastructure. Below is
an example, from BofA Research, of the expected growth in US power demand.

Figure 1: US Electrical Demand (terawatts per year)
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Source: BofAGlobal Research, US Energy Information Administration; 2024

For the last 10 years (2013-2023) US electrical load growth averaged 0.4%pa.— a modest amount, as US manufacturing was
relocated to low cost geographies and energy efficiency more than offset the take-up of consumer goods. However, with the
development of new technologies this is now forecast to grow by 2.8% pa over the next seven years, driven by data centres, EV
adoption and building electrification. Building electrification involves the replacement of gas as the energy source for space and
water heating, an incentive structure which exists under the Inflation Reduction Act (IRA).

Data Centres and Al: Data centres, fuelled by the Al boom, have become the fastest-growing consumers of power. As Al
applications continue to evolve, the demand for data processing and storage escalates, placing significant strain on power grids
worldwide. With data centres increasingly adopting Al technologies, the need for robust power infrastructure, including copper-based
systems, becomes indispensable.
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Although data centres currently consume around 1-2% of total electricity production (according to the International Energy Agency)
the median of 46 separate forecasts by Mytton and Ashtine suggests data centre energy usage will grow at 11% pa through 2030.

According to Nick Snowdon of Goldman Sachs (GS), the key link is the copper requirements tied to the data centres to support Al
growth. GS estimate that 1GW of data centre capacity requires between 40-60kt of copper. Estimates vary on planned US additions
but a rough estimate is to add ~8GW in 2024, 12 GW in 25 and 16GW in 2026, after 3GW in 2023. In copper volumes that means
~200kt of demand in 23 in the US then as much 400-500kt in 24.

Supply Constraints and Market Dynamics: Despite the rising demand, the supply of copper faces challenges, with production
shortfalls and disruptions becoming increasingly prevalent. Factors such as geopolitics, production halts, delays, and aging mines
contribute to a tightening supply-demand imbalance, amplifying the attractiveness of copper as an investment opportunity.

Over the last few quarters, for various reasons, a number of the worlds premier copper producers have cut copper production
guidance or missed production targets, the table below provides our estimate of the production lost.

In aggregate they add up to a significant quantum ~620kt in a market of ~25mtpa (~2.5%).

Table 1: Recent downgrades to global copper production

Company Downgrade to Copper Production (kt)
First Quantum 380

Anglo American 200

RIO 20

lvanhoe Mines 20

Total ~620

Source: Bloomberg, Antares Equities; April 2024

Technological Advancements and Infrastructure Upgrades:

Its no secret that over the last several years China has pivoted away from its traditional source of growth, being property
development, to higher value add sectors such as auto, solar cells and wind turbines. This is best illustrated by the chart below that
shows the bifurcation between the new and old sectors in terms of fixed asset investment.

Figure 2: Chinese Fixed Asset Investment (FAI) by sector

Investment in power and auto outpaced overall investments notably
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Source: BofA Global Research, CEIC, NBS; 2024

Traditional analysis that looks only at property may yield the wrong conclusion that China’s demand for commodities is reducing. But
a more wholistic perspective shows that investment continues at pace in other sectors that are less steel intensive but perhaps more
base metal intensive, ie copper.

The case for copper: power demand surge | 2



antares . @

While Chinese grid demand is expected to continue growing it is when the mega-trends of decarbonisation and Al are overlayed that
demand for copper takes another surge higher.

Figure 3: Evolving drivers of copper demand

Exhibit 1: Data centres could account for 15-33% of copper usage by 2027e, versus EVs at 52%
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Inventory

Perhaps a simple chart is best when trying to describe the current state of global copper inventory. Over the last 8 years inventories in
March have never been this low.

Figure 4: Apparent copper inventory (LME, SHFE, Shanghai Bonded)
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Source:Bloomberg, Morgan Stanley, Antares Equities; April 2024
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Putting it all together

A few months ago, looking at supply and demand models would have shown a modest surplus of a few hundred thousand tonnes in
2024 before moving into a modest deficit over the 25/26 period. This has now changed.

The missing supply of ~620kt coupled with higher demand (not only from the structural drivers spoken about here but also from the
cyclical upswing in growth the world seems to be enjoying currently) have come together sooner than expected. 2024 is now
expected to be a meaningful deficit.

Figure 5: Copper concentrate deficit forecasts

Copper concentrates deficit continues to grow

Source: CRU, Fastmarkets, ING Research; 2024
Of course, this deficit comes at a time of low inventory buffer which implies that should deficits occur, elevated pricing that is well

above the cost curve may be needed to bring the market back into balance.

Figure 6: Copper price (USD per ton)

+11000
+10000
9402.50
+9000
#8000
F7000

+6000

5000
M LME COPPER 3MO ($) - Last Price 9402.50 =
High on 03/04/22 10674.00
78 i

4630.00

2019 2020 2 02 2023

LMCADS03 Comdty (LME COPPER  3MO ($)) Daily 11APR2 02 Copyr & 2024 Bloomberg Finance L.P.

Source: Bloomberg, Antares Equities; April 2024

The case for copper: power demand surge | 4



\

antares . @
[ 4

Conclusion

Historically, Australia has hosted only a handful of sufficiently liquid copper producers listed on its stock exchange. Below, we present
a concise overview of some prominent players and their approximate copper revenue exposure (dark blue indicates copper revenue).
Additionally, there are a few other ways to gain exposure:

Metals Acquisition Corp (MAC) and Capstone Copper (CSC): Recent entrants to the Australian Securities Exchange (ASX), these
companies have sought to address the pent-up demand from investors seeking exposure to the copper market.

Sims (SGM): A noteworthy presence, Sims is a global leader in recycling, dealing with both ferrous and non-ferrous materials such as
copper and aluminium.

Small Developers and Explorers: In addition to established players, there exists a number of smaller developers and explorers poised
to capitalise on the prevailing market sentiment surrounding copper.

Figure 7: 2024 Est. exposure to copper as a percentage of revenue
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Source: Citi; Research; April 2024
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Important information and disclaimer

This communication was prepared by Antares Capital Partners Ltd ABN 85 066 081 114, AFSL 234483 trading as Antares Equities (‘Antares’), the
investment manager of the Antares High Growth Shares Fund and Antares Elite Opportunities Fund (collectively, the ‘Funds’). The issuer and
responsible entity of the Funds is MLC Investments Limited ABN 30 002 641 661 AFSL 230705 (‘MLCI’). Antares and MLCI are part of the Insignia
Financial group of companies (comprising Insignia Financial Ltd ABN 49 100 103 722 and its related bodies corporate) (‘Insignia Group’). The
information and commentary provided in this communication is of a general nature only and does not relate to the Funds or any other financial
product issued by an Insignia Group entity. The information does not take into account any particular investor’s personal circumstances and reliance
should not be placed by anyone on the information in this communication as the basis for making any investment decision. Before acting on the
information, you should consider the appropriateness of it having regard to your personal objectives, financial situation and needs. Before deciding
to acquire or continue to hold an interest in the Fund, you should consider the applicable Product Disclosure Statement and Target Market
Determination, available from www.antarescapital.com.au or by calling us on 1300 738 355. Past performance is not a reliable indicator of future
performance. The value of an investment may rise or fall with the changes in the market. Actual returns may vary from any target return described
and there is a risk that an investment may achieve lower than expected returns. No company in the Insignia Financial Group guarantees the
repayment of capital, the performance of, or any rate of return of an investment. Any investment is subject to investment risk, including possibly
delays in repayment and loss of income and principal invested. Any opinions expressed constitute our judgement at the time of issue and are
subject to change. We believe that the information contained in this communication is correct and that any estimates, opinions, conclusions or
recommendations are reasonably held or made at the time of compilation. However, no warranty is made as to their accuracy or reliability (which
may change without notice) or in respect of other information contained in this communication. Any projection or forward-looking statement
(‘Projection’) in this communication is provided for information purposes only. No representation is made as to the accuracy or reasonableness of
any such Projection or that it will be met. Actual events may vary materially. Bloomberg Finance L.P. and its affiliates (collectively, Bloomberg) do not
approve or endorse any information included in this publication and disclaim all liability for any loss or damage of any kind arising out of the use of all
or any part of any such information. This communication is directed to and prepared for Australian residents only
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