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Tuesday 10th April 2018

Mining.com Article on Copper Pipeline

Hot Chili Limited (ASX Code: HCH) is pleased to provide a copy of an article published on
Mining.com on the 7th April.

It outlines results from a report published this week, highlighting a distinct lack of new copper
projects, with the perennial struggle of existing assets, particularly in large operations, as being
the main hurdle to overall copper supply growth.

A continuing decline in production from large-scale copper operations, and the lowest copper
pipeline seen this century bodes well for an increased appetite for copper-mining assets.

For more information please contact:

Christian Easterday : +61 8 9315 9009
Managing Director Email: christian@hotchili.net.au

or visit Hot Chili’'s website at www.hotchili.net.au
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Copper pipeline lowest in a century

Cecilia Jamasmie
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Escondida is the world’s largest copper producing mine. (Image courtesy of BHP.)

Appetite for copper-mining assets is picking up after prices climbed in 2017 to the
highest level in seven years, amid disruptions that worsened a shortfall in supply.
The metal rally, however, has weakened since prices climbed to a three-year high
in late December, and prices could become volatile unless the industry solves
what Colin Hamilton, director of commodities research at BMO Capital Markets,
believes is the sector’'s most obvious problem
— existing operations

There is a heavy reliance

In a report published this week, Hamilton says on BHP's Escondida
that more than a evident lack of new copper recovery this year to drive
projects, the perennial struggle of existing Chilean and global copper
assets, particularly in large operations, are growth, but over the
the main hurdle to overall copper supply coming years the lack of
growth. megaprojects ramping up
An example of this is what happened in the is significant to the
first 10 months of last year, when copper overall balance

production trailed consumption by 175,000

tonnes, data from the International Copper Study Group shows. The deficit
widened from 143,000 tonnes in the same period a year earlier, after a labour
strike at BHP’s Escondida mine in Chile, the world’s largest copper operation, and
a temporary ban on concentrate shipments from Freeport-McMoRan’s Grasberg
affected supply in the early part of 2017, the group says.
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According to the BMO expert, the world's top copper operations in 2007 presently
produce 10% to 15% less than they did eleven years ago, and he expects that
trend to continue.

Additionally, he says the current copper pipeline is the lowest seen this century,
both in terms of number and capacity of projects.

“After delivery of Cobre Panama (with the main ramp early next year) we are left
with a gap until we see the next batch of 200ktpa-plus projects in 2022-23. This is
when the likes of Kamoa, Oyu Tolgoi Phase 2, and QB2 are likely to offer
meaningful supply growth,” Hamilton writes.

Exhibit 1: Peru Has Dominated Copper Output Growth Recently, Exhibit 2: More Than 50% of Chilean Copper Unit Exports Are Now

but the Baton Has Been Passed Back to Chile for 2018 in the Form of Concentrate
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Source: Cochilco, Minem, BMO Capital Markets. Source: Cochilco, BMO Capital Markets.

Taken from: BMO Global Commodities Research, April 5, 2018.

There may be more supply troubles brewing. More than 30 labour contracts are
up for negotiations this year in world’s largest producers Chile and Peru, putting
almost one-fifth of global copper supply at risk of disruption during 2018.

What's worse, BMO Global Commodities warns that the lack of megaprojects
ramping up over the coming years will affect overall balance.

Eyes on Escondida

Hamilton warns that there seems to be a heavy reliance on Escondida recovery
this year to drive both Chile’s and global copper growth. “Put in simple terms, at
more than 300kt Escondida’s planned output recovery in 2018 will be the second
largest year on year gain by a single operation in recent copper history, after Las
Bambas in 2016,” he writes. “To have such reliance on a single operation for
copper supply growth, particularly one with a history of output hiccups, clearly
comes with some risk.”


http://www.mining.com/web/copper-faces-double-supply-disruption-threat-2018-andy-home/
http://www.mining.com/web/copper-faces-double-supply-disruption-threat-2018-andy-home/

Hot Chili Limited
ACN 130955 725

First Floor, 768 Canning Highway, Applecross, Western Australia 6153
PO Box 1725, Applecross, Western Australia 6953 h 0 t
P: +61 8 9315 9009
F: +61 8 9315 5004 h'l
www.hotchili.net.au C I I
) limited

However, sustained periods of growing supply-demand imbalance simply don’t
happen in commodity markets, he says. Rather, they self-solve, with price as the
regulator. “Thus, we see the path of least resistance as substitution in cabling for
lower-value Chinese housing development, particularly under the rural reform
push,” Hamilton concludes.

* The main representatives of the copper industry gather next week in Santiago,
Chile, for the 17th World Copper Conference. MINING.com will be covering the
event on the ground, and also presenting at the International Mining Exploration
Forum.
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Qualifying Statements

Forward Looking Statements

This Announcement is provided on the basis that neither the Company nor its representatives make any warranty
(express or implied) as to the accuracy, reliability, relevance or completeness of the material contained in the
Announcement and nothing contained in the Announcement is, or may be relied upon as a promise, representation
or warranty, whether as to the past or the future. The Company hereby excludes all warranties that can be excluded
by law. The Announcement contains material which is predictive in nature and may be affected by inaccurate
assumptions or by known and unknown risks and uncertainties, and may differ materially from results ultimately
achieved.

The Announcement contains “forward-looking statements”. All statements other than those of historical facts
included in the Announcement are forward-looking statements including estimates of Mineral Resources. However,
forward-looking statements are subject to risks, uncertainties and other factors, which could cause actual results to
differ materially from future results expressed, projected or implied by such forward-looking statements. Such risks
include, but are not limited to, copper, gold and other metals price volatility, currency fluctuations, increased
production costs and variances in ore grade recovery rates from those assumed in mining plans, as well as political
and operational risks and governmental regulation and judicial outcomes. The Company does not undertake any
obligation to release publicly any revisions to any “forward-looking statement” to reflect events or circumstances
after the date of the Announcement, or to reflect the occurrence of unanticipated events, except as may be
required under applicable securities laws. All persons should consider seeking appropriate professional advice in
reviewing the Announcement and all other information with respect to the Company and evaluating the business,
financial performance and operations of the Company. Neither the provision of the Announcement nor any
information contained in the Announcement or subsequently communicated to any person in connection with the
Announcement is, or should be taken as, constituting the giving of investment advice to any person.

hot
chil

limited



