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EU auto sales up, but off a low base  
 

EU new passenger car registration data for May was released this week. The data seems
positive, with May registering an increase of 4.5% y/y, following a 4.6% y/y increase
in April. YTD (up to May) car registration numbers are 4.5% higher y/y but lag 2012 
by 6.2%. However, most of the gains in 2014 come from base effects; 2013 was an 
exceptionally weak year for passenger car registrations. In absolute terms, the EU25 
new car registrations were 1.1m units, up from 1.04m last year May. However, this is
still a far cry from the 1.4m units sold in May 2006 and 2007. Unlike the US and 
China, where car sales are close to the highs seen before the financial crisis in 2007 (in 
the case of the US) or have surpassed them a long time ago (in the case of China), car
sales in the EU continue to struggle. 

Auto sales data for the four large auto markets – US, EU, Japan and China – point to
vehicle sales continuing to hit all-time highs (see figure), driven, as pointed out, by 
China and the US. For the year to May, auto sales are up 7.4%, compared to the same 
period last year. We expect total auto production to grow by just less than 5.5% this
year. Given that H2 sees a seasonal slowdown (see graph), we believe that YTD vehicle 
sales remain on track for production to hit target. 

We look with interest to China (see Commodities Daily of 11 June 2014) where we 
believe that production could reach 20.5m units in 2014, implying that China might
consume 1.73mozs of palladium in autocats in 2014 – up from 1.51mozs in 2013. 
This is in line with our current forecasts in our demand model. Although the auto sales 
figures are bullish, they are no surprise.  

The question is whether China would need to increase imports of palladium.
Chinese customs data indicates that China imported 298Kozs up to April this year (May 
data out in the next few days). If this pace continued, it would imply only 890Kozs of
imports for 2014. Last year, according to customs data, China imported only 715Kozs.
Given that we believe that autocat-recycling per annum in China is not much higher
than 300Kozs at this stage, China needs either to import more palladium or to draw 
down some inventory. We estimate that China probably has little inventory; therefore,
we expect palladium imports to pick up the pace — which should support the price. 

By Walter de Wet
 

 

Auto sales (US, Japan, EU and China) 

Source: Standard Bank Research, Bloomberg 
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Base metals 

Aluminium and zinc have been the stand-out base metals, with fresh buying interest this 
morning seeing both metals rally strongly into Thursday afternoon. Aside from zinc, 
which has seen comparatively good volumes on LME Select, turnover elsewhere in the 
complex remains pretty disappointing.  

Aluminium continues to rally, with the metal climbing above $1,880. The move higher 
over the past few days has, however, been on the back of pretty low volumes. It’s also 
worth highlighting that open interest has declined over the past few days too, 
suggesting that the latest strength has likely been partially a function of short-covering 
activity. On-warrant LME inventory continues to decline and is now at the lowest level 
since January 2009, while headlines stocks also remain under pressure and are back at 
the lowest level since mid-December 2012. 

Given that aluminium premia continue to increase, the outflow of metal from LME 
warehouses is having little impact on metal availability. Korea’s PPS bought 4kt of 
aluminium at tender with premium ranging from $380/mt (cif basis) and $395/mt. 
Premia for aluminium delivered to main Japanese ports (MJP) were heard at $400/mt 
(cif basis) for Q3 delivery.  

Zinc is trading at a $28 premium to lead heading into US trade, the biggest differential 
between the two metals since March 2012. The latest figures from the ILZSG put both 
metals in a deficit for the year to April, zinc coming in at -107 kt and lead at -12 kt. 
Steadily falling zinc inventory – to the lowest level since late 2010 have helped 
reinforce the perception that the zinc market is indeed tightening up, though lead 
inventory also remains depressed and back at late 2010 levels. The difference appears 
to be that participants are still engaged with zinc, while lead remains in the shadows 
with prices remaining range bound. The resulting lack of volatility in lead is in turn 
seeing participants look for metals with a more of a story or with some technical 
momentum at least, with lead falling even further out of favour.  

Copper came under selling pressure overnight but has quickly rebounded back towards 
Wednesday afternoon’s highs. The SHFE-LME arbitrage window has closed again, albeit 
only marginally, though bonded premia are picking back up again following the recent 
market uncertainty. The physical market in China remains tight with domestic physical 
copper trading at a 500 CNY premium to the July SHFE contract. On the LME side of 
things, there remains a dominant holder of cash and tom warrants, in the 50-79% band 
for cash and the 40-49% band for tom. LME Inventory remains little changed, with 
headline stocks falling 650 mt while on-warrant stocks fell 100 mt.  

 By Leon Westgate 

Precious metals 

Precious metals are largely unchanged after yesterday’s FOMC meeting. Yesterday, we 
noted that we would be watching the Fed funds futures closely to see if numbers 
change after the FOMC meeting. 

Yesterday, the Fed funds futures assigned a 31.8% probability to the Fed funds rate 
rising to 0.5% by June 2015. Today, this probability stands at 34%. Perhaps more 
significant is that yesterday assigned a 15% probability to the Fed funds rate being at 
0.75% (instead of 50%) in June next year. Today, this probability stands at 21%. 
Clearly, a faster rate hike cycle is now expected. This, on balance, is negative for 
precious metals. 

Gold support is at $1,261 and $1,252. Resistance is at $1,276 and $1,283. 
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The platinum strike negotiations continue. Indications are that mine workers have 
returned in numbers to the Platinum Belt in anticipation of returning to work. 
Production might resume in a few days’ time. The event risk involved – the risk that the 
strike comes to an end – could prevent substantial new longs being added in, 
specifically, platinum. 

From a tactical perspective, we maintain that silver’s risk is to the downside and that 
rallies will fade. This view is based on our understanding of the underlying fundamentals 
of the metal, rather than on technical charts (see Commodities Daily 2 April 2014).  
For now, we are in no-man’s land as far as price is concerned. We maintain shorting the 
metal below $19 is not advised until there is a clear break below $18.50. Alternatively, 
we would wait for the price to rally towards the $20.20 - $20.80 resistance levels. 

By Walter de Wet 
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Commodity data 
Base Metals          
LME 3 month Open Close High Low Daily 

change 
Change (%) Cash Settle Change in 

cash settle 
Cash - 3m 

Aluminium 1 851 1 873 1 878 1 847 23 1.22 1 828.50 20 -39.75 
Copper 6 716 6 710 6 744 6 693 -6 -0.09 6 739.00 28 3.50 
Lead 2 118 2 124 2 134 2 110 6 0.28 2 100.00 8 -27.25 
Nickel 19 180 18 740 19 275 18 530 -440 -2.29 18 660.00 -270 -83.00 
Tin 22 500 22 600 22 625 22 400 100 0.44 22 590.00 -10 -11.00 
Zinc 2 125 2 136 2 148 2 123 12 0.54 2 129.00 17 -12.50 
          
LME inventory  Today Yesterday In Out One day 

change 
YTD change 

(mt) 
Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 100 000 5 109 600 0 9 600 -9 600 -358 075 2 841 650 56 297 153 
Copper 160 675 161 200 0 525 -525 -205 750 43 275 27 163 758 
Lead 192 575 192 875 0 300 -300 -21 875 11 975 6 66 897 
Nickel 305 970 286 728 19 578 336 19 242 44 334 108 882 36 107 735 
Tin 10 895 10 880 75 60 15 1 210 1 860 17 11 632 
Zinc 677 450 680 650 0 3 200 -3 200 -256 025 58 750 9 127 993 
          
Shanghai 3-month Open Last 1d  Change  COMEX Open Close Change Change (%) 
Aluminium 13550 13550 45  Ali Feb'14 - - - - 
Copper 47890 47820 0  Cu Feb'14 306.1 306.55 0.45 0.15 
Zinc 22 500 22 600 0       
          
          
Precious metals AM Fix PM Fix High bid Low offer Closing bid Daily 

change 
EFP's   

Gold 1 269.00 1 269.75 1 278.58 1 266.40 1 277.58 5.83 -0.9/-0.5   
Silver - 19.73 19.94 19.68 19.90 0.24 -2/0   
Platinum 1 447.00 1 451.00 1 462.50 1 437.00 1 445.25 12.75 +1.5/+3.5   
Palladium 825.00 827.00 831.10 817.15 825.20 15.40 +0.0/+1.0   
          
Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.056 0.064 0.074 0.094 0.156     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.153 0.19345 0.231 0.3254 0.5506     
          
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 

MA 
200-day 

MA 
Support Resistance   

Gold 49 1 267.56 1 263.79 1 299.06 1 285.84 1 276.86 1 279.97   
Silver 54.75 19.50 19.26 20.01 20.38 19.89 19.96   
Platinum 51.48 1 452.70 1 453.14 1 438.96 1 423.08 1 450.92 1 456.67   
Palladium 53.97 832.42 833.91 786.94 756.41 825.73 829.58   
          
Active Month Future COMEX 

GLD 
COMEX SLV NYMEX 

PAL 
NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1278.9 19.92 828.7 1450.8 1274.3 4191 1272.7   
Open Interest 379843 164576 39133 67854 1478 98010 12   
Change in Open Interest -14589 31289 2795 6820 212 -4732 -301   
          
Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 121.435 0.15 124.305 0.46 124.582 0.48 124.448 0.41  
Gasoil 0.1% Rdam ($/mt) 935.75 0.75 939 1.00 941.25 1.00 937.75 3.50  
NWE CIF jet ($/mt) 978.79 2.81 1001.25 6.20 1002.67 6.19 1001.75 4.83  
Singapore Kero ($/bbl) 121.024 0.20 124.305 0.54 124.482 0.48 124.398 0.42  
3.5% Rdam barges ($/mt) 587.967 2.67 598.374 5.71 596.346 4.94 589.754 4.32  
1% Fuel Oil FOB ($/mt) 636.16 2.21 634.75 5.07 633.18 4.78 620.69 4.51  
Sing FO180 Cargo ($/mt) 618.119 0.90 625.249 4.96 623.096 4.29 619.004 3.82  
          
Thermal coal Q3 14 Change Q4 14 Change Q1 15 Change Cal 15 Change  
API2 (CIF ARA) 74.50 -0.50 77.05 -0.45 78.65 -0.35 80.45 -0.40  
API4 (FOB RBCT) 73.85 -0.15 74.05 -0.20 75.25 -0.05 76.75 -0.10  
Source: LME, COMEX, NYMEX, Bloomberg, Standard Bank Research 
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Commodity data (continued) 
Bulks       
Steel—Physical Latest Price 1-day 1-week 1-month 3-month 6-month 
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 363.43 -0.02% -0.64% 1.51% -6.38% 8.49% 
China Tangshan Steel Billet $/t 438.00 -3.10% -2.45% -3.74% -13.10% -9.32% 
China HRC export (Shanghai FOB) $/t 510.00 -0.20% -1.54% -3.23% -4.32% 0.99% 
North Europe HRC domestic (ex-works) $/t 420.00 0.00% -2.33% -5.08% -2.33% -4.00% 
North America HRC domestic (Midwest FOB) $/t 670.00 -0.89% -3.18% 7.20% -1.18% 9.84% 
       
Steel—Futures       
LME Billet Cash  $/t 390.00 -0.26% 1.30% 1.83% 32.20% 194.34% 
LME Billet Futures (1-mth) $/t 395.00 0.89% 2.60% 0.64% 34.35% 184.17% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 454.82 -0.77% -9.68% -10.86% -21.98% -15.91% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
China Steel Inventory (million tonnes) 13.70 -2.16% -7.89% -28.54% 7.77% -19.16% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 90.30 -1.31% -8.32% -18.28% -31.95% -24.75% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 73.60 -2.26% -14.02% -25.20% -38.92% -31.53% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 90.92 -0.82% -9.98% -18.33% -33.09% -21.96% 
China Iron Ore Inventory (million tonnes) 106.56 0.06% 0.30% 4.69% 33.48% 51.02% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 115.50 0.00% -0.43% 0.65% -16.85% -16.30% 
       
Capesize freight       
Saldanha South Africa-Beilun China 14.25 0.00% 2.15% -22.97% -38.04% 8.37% 
       
Financials pricing       
RMB Currency 6.23 0.19% -0.10% 0.59% 2.63% 1.69% 
China 7-day repo 3.09 -2.22% -0.32% -9.65% -56.48% -63.65% 
API2 (CIF ARA) 2055.52 0.19% 2.51% 1.67% -3.40% -4.10% 
Source: LME, Bloomberg, Standard Bank Research 
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Disclaimer 

This material is non-independent research. Non-independent research is a "marketing communication" 

This material is "non-independent research".  Non-independent research is a "marketing communication" as defined in the UK FCA 
Handbook. It has not been prepared in accordance with the full legal requirements designed to promote independence of research and 
is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

Additional information with respect to any security referred to herein may be made available on request. This material is for the general 
information of institutional and market professionals’ clients of Standard Bank Group (SBG) only. Recipients who are not market 
professionals or institutional investor customers of SBG should seek advice of their independent financial advisor prior to taking any 
investment decision based on this communication or for any necessary explanation of its content. It does not take into account the 
particular investment objectives, financial situation or needs of individual clients. Before acting on any advice or recommendations in 
this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. 
The information, tools and material presented in this marketing communication are provided to you for information purposes only and 
are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial 
instruments, nor shall it, or the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to 
such action. This material is based on information that we consider reliable, but SBG does not warrant or represent (expressly or 
impliedly) that it is accurate, complete, not misleading or as to its fitness for the purpose intended and it should not be relied upon as 
such. The information and opinions contained in this document were produced by SBG as per the date stated and may be subject to 
change without prior notification Opinions expressed are our current opinions as of the date appearing on this material only. We 
endeavour to update the material in this report on a timely basis, but regulatory compliance or other reasons may prevent us from 
doing so. 

SBG or its employees may from time to time have long or short positions in securities, warrants, futures, options, derivatives or other 
financial instruments referred to in this material. Where SBG designates NON- INDEPENDENT Research to be a “marketing 
communication”, that term is used in SBG’s Research Policy. This policy is available from the Research Compliance Office at SBG. SBG 
does and seeks to do business with companies covered in its non-independent research reports including Marketing Communications. 
As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their investment decision. 

SBG has published a Conflicts of Interest Policy that is available upon request which describes the organisational and administrative 
arrangements for the prevention and avoidance of conflicts of interest. Further disclosures required under the FCA Conduct of Business 
Sourcebook and other regulatory bodies are available on request from the Research Compliance Department and or Global Conflicts 
Control Room, unless otherwise stated, share prices provided within this material are as at the close of business on the day prior to the 
date of the material. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or 
distributed to any other party, without the prior express written permission of SBG. All trademarks, service marks and logos used in this 
report are trademarks or service marks or registered trademarks or service marks of SBG or its affiliates. 

SBG believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and 
opinions presented in the other sections of this communication were obtained or derived from sources SBG believes are reliable, but 
SBG makes no representations as to their accuracy or completeness. Additional information is available upon request. SBG accepts no 
liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the 
extent that liability arises under specific statutes or regulations applicable to SBG. 

The services, securities and investments discussed in this material may not be available to nor suitable for all investors. Investors should 
make their own investment decisions based upon their own financial objectives and financial resources and it should be noted that 
investment involves risk, including the risk of capital loss. Past performance is no guide to future performance. In relation to securities 
denominated in foreign currency, movements in exchange rates will have an effect on the value, either favourable or unfavourable. 
Some investments discussed in this marketing communication have a high level of volatility. High volatility investments may experience 
sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. 
Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in such circumstances you 
may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial 
capital paid to make them investment may be used as part of that income yield. Some investments may not be readily realisable and it 
may be difficult to sell or realize those investments, similarly it may prove difficult for you to obtain reliable information about the 
value, or risks, to which such an investment is exposed. 
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