
 

Commodities Strategist 

Walter de Wet 

Walter.DeWet@standardbank.co.za 

+27-11-415-4176 

Commodities Strategist 

Leon Westgate 

Leon.Westgate@standardbank.com 

+44-203-145-6822 

Commodities Strategist 

Melinda Moore 

Melinda.Moore@standardbank.com 

+44-203-145-6887 
 

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. 
 
 

www.standardbank.com/research  
 

  
  

  

27 June 2014 

G
lo

b
al

 | 
C

o
m

m
o

d
it

ie
s 

D
ai

ly
 

 
 

Tin: who cares? 
 

 

 

Tin remains one of the base metals with stronger fundamental support. The market 

was in a 5 kt refined deficit in 2013, and will remain in a small deficit in 2014 and by 

our estimates in 2015 too. Supply disruptions from the likes of Indonesia, question 

marks over where future supply will come from, and the incentive price needed to 

make it viable also continue to be issues for the metal and should help support prices. 

In spite of the positive backdrop for the metal, prices have steadily ground sideways 

to lower, while, more worryingly, open interest has died away, falling to the lowest 

level since early 2012.  

Prices have actually managed to hang on to the gains in August last year, when 

Indonesia went about changing the rules on exports and the requirement to trade tin 

domestically before exporting. Subsequent clampdowns on solder exports and the 

definition of solder have also helped lend support to the metal. Nevertheless, market 

open interest has waned. Some of the decline could arguably be due to the emergence 

of Indonesian contracts as a viable alternative for domestic Indonesian entities at 

least, though in reality, owing to liquidity and transparency, hedging and price risk 

management is still largely carried out on the basis of the LME contract.  

More likely, it seems that market attention has switched to metals like nickel, and to a 

lesser extent zinc, with tin seen as too illiquid to build a decent-sized position. 

Although tin has good fundamentals and a decent story, the risk appears to be that, in 

a market where open interest is only 24,000 contracts (120,000 mt) and with only 

370,000 mt of metal being produced and consumed each year globally, anybody 

taking a reasonable punt is likely to become the market. This of course leads to a 

catch 22 situation where a lack of volume and open interest deters participants from 

entering the fray, particularly with other avenues and metals in which to take a 

position.  

So far this year, daily LME Select volumes are currently down 13.5% compared to last 

year’s average, worse even than the 9.5% fall in LME Select turnover seen in lead. 

Not only is the market open interest down but it is harder to build a position too.  

Tin is only a couple of bullish stories away from being re-ignited, with the ingredients 

in place for a strong rally when it is. For the moment, however, the metal is moribund.  

By Leon Westgate 

 

 

Tin LME 3m price vs. market open interest 

 

Source: LME; Standard Bank Research 
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Base metals 

The base metals have had a very quiet end to the week, with thin volumes and little in 

the way of significant price action. Copper and nickel have been the stronger performing 

metals in the complex, though volumes for both are average at best.  

Copper has edged higher into the afternoon, with the metal continuing to brush up 

against technical resistance (trendline and 200-day MA). The main excitement for 

copper has, however, been in the forward structure. The copper forwards saw an 

exceptional degree of volatility during the LME’s final PM Kerb open outcry trading on 

Thursday, with Dec-14/Dec-15 copper pretending it was aluminium for a few moments 

and trading from $25 backwardation all the way out to $20 contango then all the way 

back into level then back to $20-40 backwardation on-line. Dec-14/Dec-15 was 

provisionally valued at level before being finally valued again at $25 backwardation.  

The movement all occurred in under a minute and looked comedic/tragicomic, 

depending on if you were involved or not. Thankfully, the forwards have calmed down 

and have been trading around valuation heading into Friday afternoon.  

Lead and zinc are still in sideways trading mode, waiting for something to happen, while 

tin has continued to fade. Aluminium has also slipped into sideways trading, with 

volumes declining sharply over the past few days. Nickel has found a bit of verve, 

though it has struggled to push above $19,000 and is drifting back ahead of the 

weekend.  

By Leon Westgate 

Bulks 

Chinese financial steels fell away in the latter part the trading day, finishing on its lows, 

unwilling to hold this week’s more bullish thinking into the weekend, after a slower news 

day. Next week we will see Tuesday’s release of the official manufacturing PMIs. In IO 

swaps, prices slipped back, on typical Friday-low-liquidity levels.  

Shanghai Equities dropped 0.11% to 2037 points. May industrial profits rose 8.9%, 

down from 9.6% in April. Chinese luxury car sales may have risen 30% y/y in June, 

incentivised by discounts to reach sales targets, with prices off 4-10% m/m. China 

Securities News talked about removing Hukou limits in Western Areas, purportedly to 

improve the housing and consumer markets.   

Shanghai 7-day interbank rates have ticked up all week, running at great intra-day 

volatility ranges, closing today at 3.64%. The PBOC refrained from selling repos 

yesterday, due to tight month-end liquidity, having injected a net RMB 12bn into the 

economy – the 7th week in a row of net injections. RMB 85bn in repos and 3-yr bills are 

set to mature next week. Finance Minister Lou Ji Wei stated that China continues to 

view short-term large-scale stimulus as unnecessary to boost growth. Spot Currency 

dropped to 6.2174, while the PBOC set today’s reference rate at RMB 6.1543.  

Shanghai Rebar Futures Oct-14 contract closed RMB 37/t lower at RMB 3,083/t, 

falling all day from an early-morning high of RMB 3,109/t, while the Jan-15 contract 

closed RMB 7/t lower at RMB 701/t. SHFE HRC Oct-14 futures shifted down  

RMB 16/t to RMB 3,304/t. Dazong HRC fell RMB 9/t to RMB 3,297/t. Among 

physical steels, Tangshan billet prices rose RMB 20/t to RMB 2,730/t. Rebar prices 

traded steady in both Shanghai and Beijing, while falling RMB 10-30/t w/w.  

HRC prices also traded flat in Shanghai and Beijing, as per the prior 2 weeks. Weekly 

rebar stocks fell 1.18mt to 6.053mt, while weekly HRC stocks dropped 0.035mt to 

3.158mt. CISA mills average daily crude steel production rose 0.22% in mid-June to 

1.837mt. Mills stocks rose 0.583mt (4%) to 15.113mt, potentially anticipating a 

seasonal recovery.     
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US steel imports in May rose 41.5% y/y to a net 4.016mt, while YTD imports reached a 

net 17.48mt, up 31.7% y/y as the country begins its GDP recovery, post-stimulus.  

The EU has shipped 2.62mt net; Canada has provided 2.46mt net; Russia has supplied 

2.2mt; S.Korea has also shipped 2.2mt, Brazil has supplied 1.9mt; Mexico has 

transported 1.4mt, while China has supplied a net 1.29mt so far this year.   

Dalian Commodity Exchange IO active Sept-14 contract prices dropped RMB 10/t to 

RMB 707/t, while the Jan-15 contract fell RMB 7/t to RMB 701/t. Chinese port 

stocks fell 1.4mt w/w to 114.81mt. Among physical iron ore, Vale closed a Urucum Fe 

62.5% at index + 18c/dmtu. The TSI Fe 62% China CFR price index fell 40 cents to 

$94.90/t (MTD: $92.69/t). The Platts Fe 62% index fell $1.75/t to $94/t  

(MTD: $92.64/t), while the TSI Fe 58% index dropped 30 cents to $76.90/t  

(MTD: $75.48/t). The Metal Bulletin Fe 62% index rose 9 cents to $95.81/t, while its 

Fe 58% index fell 17 cents to $73.16/t. Mysteel’s Fe 62% index fell 25 cents to 

$95/t, while its Fe 58% index dropped 25 cents to $77.75/t.  

In IO supply news, MMX is struggling to find a partner to develop its Serra Azul project 

as prices drop. Its sales reached 1.2mt in Q1, off 12% y/y, with no tonnage exported. 

Vale is considering developing an EU IO distribution centre (ideally located in 

Rotterdam) to service its local customer base, using its Valemax fleet. Arrium shipped 

9.3mt YTD Fy14, up 73% y/y, while expecting to ship c.12.5mt in the full FY14 

period. From Q3, the miner hopes to hit a run rate of 13mtpa. Shougang Peru’s April 

output grew 8.1% y/y yo 0.67mt. YTD output is up 10.2% at 2.7mt. Exxaro is to write 

down $500m from its Congo Mayoko IO project, following attempts to reach an 

agreement with the government on port and rail access tariffs. $47m has been set aside 

to secure favourable infrastructure agreements over the next 6 months; however, all 

other expenditure is to halt. The company is keen to gain a commitment from the 

Congolese authorities to provide at least 12mt of capacity. FMG has gained EPA 

clearance for its 15mtpa Iron Bridge magnetite JV project with Baosteel and Formosa 

Plastics, which plans to build a slurry pipeline into Port Hedland. FMG’s $7.7bn in net 

debt will take longer to pay down, given falling ore prices, with BD Manager saying, “We 

have a priority to pay down debt before we do anything else.” African Minerals is 

amending its product mix to improve its TML issues during Sierra Leone’s wet season, 

introducing a new super-fines <2mm product, following the commissioning of new 

screening and de-sliming circuits. Its Ai32-lump blend will continue, together with its 

outright lump supplies. Shipment Ratios are expected to be 49% lump; 17% blend and 

34% de-slimed super-fines. Roy Hills is 45% complete, with expectations of first ore by 

September-2015. Iron Ore Holdings has been granted a jetty port lease for Cape 

Preston East of up to 20mtpa, with plans to establish a transhipment operation  

10 nautical miles offshore.  

Given rising IO supplies, Chinese scrap imports dropped 33.3% y/y in May to just 

0.2mt. 

The Baltic Exchange Cape index shifted 3.8% higher to $12,741/day, with C3 at 

$21.664/t and C5 at $7.768/t. FFA Q3 capes are rallied today, trading in the 

$17,000/day range.  

For Q4:14 thermal coal prices, API 2 is trading at $75.35/t; API 4 is trading at 

$73.50/t; while Newcastle is trading at $72.15/t. Three physical cargoes traded 

today, with ARA Jul-14 at $69.75/t; Aug-14 at $71.95/t and a NEWC Aug-14 at 

$70.50/t. Indo Sub-Bit is spot trading in the $54.50/t range for NAR 4,700 materials. 

In SA, NUMSA metal & engineering workers are threatening to down tools over wages 

next Tuesday, demanding increases of 12% y/y. Cerrejon’s rail line has seen the 

blockade lifted by c.130 security subcontractors since last Friday, with port stocks 

nearly exhausted at Bolivar after 6 days of disruption.  UK coal burn fell 19% y/y in 

April to 3.36mt. The UK imported 5.3mt of Russian coal in Q1:14, up from 4.3mt y/y, 

as part of total imports of 10.2mt, partly due to concerns over Colombian supplies due 
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to Drummond. Indonesia has shipped 33mt to India and 31mt to China so far this year, 

with Japan now looking to import greater levels of low-ranked coal also, although boiler 

technical limits may preclude any significant changes.  

Zhengzhou Futures Sept-14 contract price rose RMB 2.2/t to RMB 501.20/t, while 

the Jan-15 contract rose RMB 1.6/t to RMB 522/t. Total port stocks rose 1.1% to 

18.75mt, while rising up 6% w/w. GZ stocks rose 1.2% to 3.28mt, while up  

2.9% w/w, ahead of summer demand. QHD stocks rose 2.9% to 7.72mt, up  

7.9% w/w. Shenhua chopped its July pricing by RMB 20/t to RMB 515/t for  

NAR 5500 materials, effective yesterday, with Datong Coal following suit. S.China  

NAR 5500 imports are being offered at $69.50/t.   

China’s raw coal output in May fell 2.3% y/y to 300mt, while sales fell 2.5% y/y to 

286mt. The BSPI fell RMB 2/t to RMB 528/t on Wednesday. The Shanxi Coal 

International Energy Group is suing several companies for missed payments.  

Premium Hard Coking Coal spot prices are trading in the $108-113/t Qld FOB range, 

with China CFR prices ranging $118-123/t. Distressed cargo rumours continue to 

plague the market, although equally a multi-port discharge cargo was heard traded at 

$125/t China CFR. Cliffs has idled its 2.8mtpa Pinnacle met mine in West Virginia.  

In swaps, Q1 FOB CC has traded at $119/t. CSX and Norfolk Southern are offering met 

coal rebates to transport export coal of up to $5/t into Hampton Roads & Baltimore. 

Nippon has agreed on a 3Q14 premium HCC contract price of $120/t with Anglo for 

German Creek, rolling over from Q2, quite a good result considering the market’s spot 

malaise, following recent domestic Chinese miner support of c.$5-8/t. Moranbah North 

has settled at $116/t. 

On the Dalian Exchange, Sept-14 coke price traded off RMB 17/t to RMB 1,140/t, 

while the Jan-15 contract dropped RMB 27/t to RMB 3,088/t. Among Dalian HCC 

prices, Sept-14 contract prices closed RMB 8/t lower to RMB 812/t, while the Jan-15 

contract fell RMB 9/t to RMB 845/t. Coking port stocks are sitting at 11.16mt, up 

from 11.14mt last week.  

By Melinda Moore 
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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 1 900 1 897 1 910 1 883 -3 -0.16 1 857.00 -10 -34.75 
Copper 6 926 6 955 6 955 6 895 29 0.42 6 936.50 46 35.00 
Lead 2 173 2 174 2 182 2 161 1 0.05 2 140.50 1 -27.50 
Nickel 18 560 18 800 18 915 18 510 240 1.29 18 625.00 345 -64.00 
Tin 22 401 22 425 22 539 22 311 24 0.11 22 425.00 -175 -13.00 
Zinc 2 181 2 191 2 196 2 171 9 0.42 2 180.00 11 -5.25 
          

LME inventory  Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 053 875 5 060 425 0 6 550 -6 550 -404 200 3 004 275 59 214 111 
Copper 155 150 156 000 0 850 -850 -211 275 30 150 19 155 362 
Lead 193 400 191 900 1 500 0 1 500 -21 050 11 625 6 32 164 
Nickel 305 790 305 556 480 246 234 44 154 111 984 37 63 370 
Tin 11 285 11 185 100 0 100 1 600 2 490 22 9 169 
Zinc 669 000 667 700 2 075 775 1 300 -264 475 56 625 8 82 996 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 13580 13560 -10  Ali Feb'14 - - - - 
Copper 49540 49530 120  Cu Feb'14 317.2 317.45 0.25 0.08 
Zinc 22 401 22 425 0       
          
Precious metals          

 AM Fix PM Fix High bid Low offer Closing bid Daily 
change 

EFP's   

Gold 1 315.25 1 311.75 1 319.93 1 306.22 1 316.33 30.79 -0.9/-0.5   
Silver - 21.04 21.14 20.80 21.11 0.76 -2/0   
Platinum 1 474.00 1 466.00 1 473.50 1 459.50 1 467.50 43.92 +1.5/+3.5   
Palladium 837.00 835.00 837.50 827.50 835.70 76.37 +0.0/+1.0   
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.088 0.094 0.102 0.112 0.144     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1515 0.19645 0.2346 0.3268 0.5451     
          

Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 
MA 

200-day 
MA 

Support Resistance   

Gold 56.97 1 304.25 1 280.30 1 303.09 1 285.52 1 311.29 1 321.00   
Silver 64.17 20.60 19.86 20.10 20.35 20.92 21.16   
Platinum 54.41 1 459.71 1 454.87 1 444.35 1 423.81 1 468.29 1 481.92   
Palladium 55.84 827.44 833.12 794.48 759.97 835.60 842.65   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX PAL NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1315.8 21.025 839.5 1471.3 1316.4 4288 1317.1   
Open Interest 396565 157111 39748 65550 1634 82151 10   
Change in Open Interest 2133 23824 3410 4516 368 -20591 -303   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 121.271 -0.05 123.486 -0.51 123.791 -0.48 123.805 -0.41  
Gasoil 0.1% Rdam ($/mt) 925.5 0.75 929 0.75 932 0.25 932.5 0.25  
NWE CIF jet ($/mt) 978.73 -0.50 994.37 -4.13 993.21 -4.45 995.89 -2.94  
Singapore Kero ($/bbl) 120.851 -0.06 123.116 -0.56 123.411 -0.49 123.595 -0.48  
3.5% Rdam barges ($/mt) 587.295 -0.78 591.814 -4.84 590.526 -4.55 584.802 -3.94  
1% Fuel Oil FOB ($/mt) 632.24 0.42 628.43 -2.66 629.15 -2.30 607.49 -2.55  
Sing FO180 Cargo ($/mt) 618.182 -0.56 618.814 -4.84 617.776 -4.30 614.302 -3.85  
          

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 363.31 0.00% -0.41% 0.56% -7.43% 5.32% 
China Tangshan Steel Billet $/t 441.00 0.68% -2.86% -4.55% -12.33% -7.55% 
China HRC export (Shanghai FOB) $/t 511.00 0.20% -0.97% -1.73% -4.13% 2.20% 
North Europe HRC domestic (ex-works) $/t 410.00 -2.38% -3.53% -5.75% -4.65% -6.29% 
North America HRC domestic (Midwest FOB) $/t 668.00 -0.30% -2.34% 5.36% -1.62% 8.62% 
       
Steel—Futures       
LME Billet Cash  $/t 390.50 0.00% 0.84% 1.30% 33.28% 187.13% 
LME Billet Futures (1-mth) $/t 393.75 -0.25% -0.06% 0.64% 34.85% 175.35% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 460.89 0.10% -4.70% -11.36% -18.68% -11.46% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
China Steel Inventory (million tonnes) 13.18 -1.56% -9.20% -29.57% 2.80% -20.52% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 94.90 3.04% -3.26% -15.49% -29.18% -17.69% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 76.90 2.53% -6.56% -24.53% -35.92% -27.59% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 92.81 0.48% -8.39% -16.76% -31.63% -19.30% 
China Iron Ore Inventory (million tonnes) 107.08 0.00% 0.28% 3.57% 31.73% 48.85% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 115.25 0.00% 0.00% 1.99% -15.41% -16.49% 
       
Capesize freight       
Saldanha South Africa-Beilun China 15.50 0.00% 10.71% -18.42% -18.42% 10.71% 
       
Financials pricing       
RMB Currency 6.22 -0.12% -0.48% 0.08% 2.45% 1.13% 
China 7-day repo 3.64 4.30% 42.75% -24.64% -28.63% -46.07% 
API2 (CIF ARA) 2036.51 0.49% 0.10% -0.49% -3.08% 4.44% 

Source: LME, Bloomberg, Standard Bank Research 
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Handbook. It has not been prepared in accordance with the full legal requirements designed to promote independence of research and 
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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 
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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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