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Base metals 
The base metals have settled down following yesterday afternoon’s rally, with the arrival
of the new month and new quarter bringing a degree of circumspection. The markets
are a little tentative, not helped by this week being an odd one, truncated by the
US July 4th holiday on Friday and therefore the release of the US Nonfarm Payroll data
on Thursday.   

The official Chinese Manufacturing PMI improved to 51.0 in June from 50.8 in May,
with the measure continuing to improve from the February low of 50.2. The increase is 
at odds with seasonal patterns, but does reflect the mini stimulus measures being rolled
out by the Chinese government to help smooth out the ups and downs of the economy.  

Those stimulus measures continue, with the Chinese government changing the way loan 
to deposit ratios are calculated. Bank lending is currently capped at 75% of deposits;
however, the new rules allow banks to exclude some loans backed by bonds with at least
one year of maturity, and credit backed by funding from international financial 
organisations and foreign governments. The rules also allow banks to include negotiable
certificates of deposit sold to companies or individuals. Further lending capacity should
continue to help support the economy heading into the summer.  

After brushing up against technical resistance, copper surged higher on Monday
afternoon, breaking trendline resistance and trading above its 200-day MA. The metal 
has struggled a little bit this morning, in spite of a decent official Chinese Manufacturing
PMI data, with little in the way of follow through buying. In spite of the relatively poor
volumes seen so far today the metal has nevertheless managed to hang onto its gains
and is digging in above $7,000. Looking at the SHFE, open interest has continued to
decline, with further position-squaring (mainly short-covering) activity emerging.  

Copper stockpiles in South Korea jumped by the most since October 17th 2012,
according to newswire reports. The fact that the increase, in one of China’s closest LME
deliverable locations was only 650 mt and still made headlines, perhaps says more about
the global flow of copper in recent years than anything else. That isn’t to say that
further deliveries can be ruled out, though it appears that the main destination for
bonded copper inventory has been mainland China, given a narrowing in the SHFE-LME 
arbitrage and decent physical demand. Overall, LME on-warrant stocks increased by 
650 mt while headline stocks climbed only 25 mt, with outflows seen at New Orleans
(500 mt) and Antwerp (125 mt).  

Aluminium slumped back this morning after a poor close yesterday and weak volumes
today helping to undermine prices. Inventory-wise, a large inflow of 31,000 mt of fresh
material into Vlissingen dominated the stock data. The last sizeable inflow at Vlissingen 
was on May 23rd with 16,450 mt entering the warehouse, though between April 22nd
and April 29th 106,275 mt entered the warehouse. Whether the first month of Q3 sees
a similar glut remains to be seen.  

Tin bounced higher on Monday with the metal briefly dropping below $22,000 before
closing above $22,500. Very good turnover was seen, with 769 lots trading on LME
Select, the highest so far this year. The metal has remained well supported heading into
Tuesday afternoon, with decent (though not exceptional) volumes also starting to build
up. 

Leon Westgate
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Precious metals 

The precious metals complex has continued to remain well supported heading into 
Tuesday afternoon, with a solid end to Q2 spilling over into Q3. However, volumes are 
relatively subdued, with the week ahead rather more muddle than usual owing to the 
July 4th holiday on Friday and early release of Nonfarm Payrolls on Thursday.  

Gold closed the last quarter strongly, leading to a pop higher overnight as the SHFE 
gold contract adjusted to the move. Gold has since traded sideways, more or less around 
Monday’s closing level. There is some discussion about whether the overnight pop 
higher (in thin volumes) counts as breaking fairly important trendline resistance, though 
prices have nevertheless stabilised and held so far.  

Silver has been coming up against technical resistance in the form of a trendline which 
has been in place since mid-September 2013. However, silver is proving a little more 
reticent to break higher than gold.  

The PGMs are being supported by South African strike headlines, this time in the form 
of the National Union of Metalworkers of South Africa (NUMSA). Around 220,000 
NUMSA members are downing tools in a nationwide strike starting today. The union is 
holding out for a 12% pay increase for its members and a “living wage”, vs. offers from 
companies so far coming in at between 7-8%. Around 10,500 companies with turnover 
of an estimated ZAR335bn could be affected by the strike. Areas of the economy 
potentially most affected by the strike will be the iron and steel, manufacturing and 
automotive sectors, with the main impact on the PGMs perhaps being the impact on the 
rand. 

Leon Westgate 

Bulks 

Chinese financial steels traded largely side-ways today, although finishing down on the 
day (although IO traded up above 700 again), after PMIs printed within expectations, 
both rising into expansion (above 50) for the first time this year. China’s official 
manufacturing PMI for June came in at an expansionary 51, rising from 50.8 in May, 
while the HSBC June PMI fell to 50.7, compared to the earlier June flash result of 50.8 
and up from a May print of 49.4, the highest reading since Nov-13. HSBC’s 
manufacturing output sub-category rose from 49.8 in May to 51.8 in June, while the 
official reading took new orders from 52.3 to 52.8.  

China’s June steel PMIs rose to 48.3, up from 46.4 in May, still displaying 
contractionary conditions, despite the rise in China’s headline manufacturing results. 
This suggests the country’s property sector remains in a down-trend, the economy’s 
biggest drag in 2014, with offsets being infrastructure investment and export re-
generation from a weaker currency. Meanwhile, SMEs continue to suffer from poor 
liquidity conditions, with the official PMI highlighting a further decline in conditions for 
smaller manufacturers from 48.8 in May to 48.4. We have spoken before of the “flight 
to quality” occurring in China, with significant structural changes within industries most 
hit by slowing demand conditions and tighter credit, particularly the steel sector.  

Meanwhile, China’s Securities Journal suggested the PBOC would maintain relatively 
loose liquidity during H2:14, while suggesting an interest rate cut may be necessary if 
Q3 and Q4 data drop. This may be a hint that the country’s property sector should 
expect some additional support. Last Friday, Inner Mongolia’s Hohhot abolished a local 
resident housing purchase requirement. China’s June services PMI will be released on 
Thursday, noting that May came in at 55 for the Official data, while HSBC printed at 
50.7.  
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Shanghai Equities rose 0.1% (2 pts) only to 2050 points, heading up into the close, 
after trading within a narrow band of c.8 pts throughout the day. Apart from the PMIs, 
news was otherwise relatively quiet today. Shanghai 7-day interbank rates jumped up to 
4.2%, following the sale of RMB 20bn in 28-day repos at 4% by the PBOC, above the 
RMB 15bn maturing today. Spot Currency rose slightly to 6.2056, while the PBOC 
reference rate was set at 6.1523.  

Shanghai Rebar Futures Oct-14 contract closed flat at RMB 3,072/t, while the Jan-15 
contract closed off RMB 7/t at RMB 3,069/t. Dazong HRC July-14 futures shifted 
RMB 17/t lower to RMB 3,275/t, while SHFE HRC Oct futures lifted RMB 8/t to RMB 
3,294/t. Among physical steels, Tangshan billet prices dropped RMB 10/t to RMB 
2,720/t. Rebar prices fell RMB 10/t in Shanghai, following rains, while remaining 
stable in Beijing. HRC prices remained flat today in both Shanghai and Beijing. Shagang 
is to rollover its June HRC list prices into July, charging RMB 3,410/t (EXW; incl VAT). 
Headline PMIs fell in Korea, Australia (both below 50) and Vietnam, while rising in 
Taiwan, India and Indonesia.   

Dalian Commodity Exchange IO active Sept-14 contract prices rose RMB 7/t to RMB 
701/t, while the Jan-15 contract lifted RMB 6/t to RMB 699/t. Among physical iron 
ore, in a strong day of restocking, RioT PB fines sold a July-cargo on globalORE at 
$95/t, late in the day, while an Aug-cargo sold at $94.80/t. Also on globalORE, a 
MNP Fe 62% Aug-cargo traded at $93.50/t, while a Yandi Fe 58% early July-cargo 
traded at $77.50/t and a BHPB Jimblebar Fe 60% at $92/t. Local Chinese platform 
CBMX traded a PB fines and lump early-August cargo at index + $2.50/t and 20 
cents/tonne premia respectively. PB fines traded at port at RMB 615/t in Shandong 
ports, off RMB 10/t d/d.  

The TSI Fe 62% China CFR price index rose 40 cents to $94.20/t. The Platts Fe 62% 
index rose 75 cents to $94/t, while the TSI Fe 58% index rose 20 cents to $78/t. The 
Metal Bulletin Fe 62% index fell 25 cents to $93.77/t, while its Fe 58% index dropped 
20 cents to $71.40/t. Mysteel’s Fe 62% index rose 75 cents to $93.75/t, while its Fe 
58% index rose $1.25/t to $77/t. 

In IO supply news, a new Australian regulation beginning today under the Fair Work Act 
will allow impacted 3rd parties to be heard in any Federal industrial relations cases, 
potentially assisting miners with the Port Hedland tugboat operators. 50 deckhands 
have until 11 July to take protected industrial action, under current voting 
arrangements. The new Indian government is debating whether more support should be 
provided to grow steel exports, rather than raw ore, given the value-added advantages. 
The ANC is still considering implementing a raw materials export tax to encourage 
domestic consumption; however, no overall consensus has been reached, with 
regulation seen as a last resort. Contract work on Alderon’s Kami IO project in Canada 
has been suspended, while the company seeks to secure funding for the 8mtpa $1.3bn 
project. Mexico has produced just 2.6mt of iron ore YTD May, off 7% y/y. The ABM 
suggests that more El Nino weather patterns will emerge by Q4 this year, with an 
associated decrease in rainfall conditions.  

The Baltic Exchange Cape index shifted up 9.5% to $14,810/day, with C3 up 3.3% at 
$23.205/t and C5 up 4.2% at $8.259/t. FFA Q3 capes are trading in the 
$17,500/day range, witnessing profit-taking today.  

For Q4:14 thermal coal prices, API 2 is trading at $75.70/t; API 4 is trading at 
$73.65/t; while Newcastle is trading at $72.35/t. Among physical deals, NEWC saw 
Aug traded at $70.40/t; Sept trade at $71.25/t, then $71/t and Q4 at $72/t.  
ARA traded Aug at $71.80/t and Sept at $73.35/t, up from yesterday by c.55c.  
ARA thermal coal stocks have risen by 0.3mt w/w.  
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South Korea’s coal imports tax came into effect today (1 July 2014), with a $16.20/t 
levy being imposed on tonnes over NAR 5000kc and a$18.10/t levy applied to 
qualities below NAR 5,000kc. The impact is ultimately believed to be small, given a 
change in buying strategy towards higher cv coals. Korea imports c. 95-100mt of 
thermal each year. South Africa’s ANC is holding off on signing proposed changes to its 
Mineral and Petroleum Resources Development Act, which had threatened investment 
in the country’s energy resources, including giving the State the right for a 20% free-
carry in all projects and to amend the process for awarding new projects.    

Zhengzhou Futures Sept-14 contract price fell RMB 1.4/t to RMB 496.6/t, while the 
Jan-15 contract fell RMB 2.2/t to RMB 518.6/t. Total port stocks rose 0.1% to 
18.6mt, while GZ fell 0.5% to 3.09mt and QHD fell stocks fell 1.1% to 7.39mt. 
Chinese coal profits slumped 43.9% YTD May to RMB 51.26bn, on 6.6% lower 
revenues.  

Premium Hard Coking Coal spot prices are trading in the $108-113/t Qld FOB range, 
with China CFR prices ranging $118-123/t. Q3 PCI contract prices have settled at 
rollover with Q2, with Tier 1 ULV at $100/t fob Qld and Tier II at $89/t, with the ratio 
being maintained at 83.3% of premium HCC prices (also rolling over at $120/t).  

On the Dalian Exchange, Sept-14 coke price traded up RMB 2/t to RMB 1,129/t, 
while the Jan-15 contract rose RMB 6/t to RMB 1,193/t. Among Dalian HCC prices, 
Sept-14 contract prices closed RMB 2/t lower to RMB 803/t, while the Jan-15 
contract rose RMB 1/t to RMB 837/t. The Dalian Exchange is to launch night trading 
for coke futures from 4 July (9pm-2:30am), with plans to extend beyond into other 
products. Rizhao Steel cut its coke purchasing price by RMB 20/t again, following a 
RMB 20/t cut last week, in light of industry oversupplies. Its own stocks are at 0.81mt, 
up 12.5% w/w.   

Melinda Moore



  

  

Standard Bank Global | Commodities 
 01 July 2014 

5  

 

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 
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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. 

This report is issued and distributed in Europe Standard Bank PLC. 20 Gresham Street, London EC2V 7JE which is authorised by the 
Prudential Regulation Authority (“PRA”) and regulated by the Prudential Regulation Authority (PRA “) and the Financial Conduct 
Authority (“FCA”). This report is being distributed in the United States by Standard New York Securities (USA) LLC; in Kenya by CfC 
Stanbic Bank Limited; in Nigeria by Stanbic IBTC; in Angola by Standard Bank de Angola S.A.; in Brazil by Banco Standard de 
Investimentos S.A.;  in China by Standard Resources (China) Limited;; in Botswana by Stanbic Bank Botswana Limited; in Democratic 
Republic of Congo by Stanbic Bank Congo s.a.r.l.; in Ghana by Stanbic Bank Ghana Limited;in Isle of Man by Standard Bank Isle of Man 
Limited; in Jersey by Standard Bank Jersey Limited; in Madagascar by Union Commercial Bank S.A.; in Mozambique by Standard Bank 
s.a.r.l.; in Malawi by Standard Bank Limited; in Namibia by Standard Bank Namibia Limited; in Mauritius by Standard Bank (Mauritius) 
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In jurisdictions where SBG is not already registered or licensed to trade in securities, transactions will only be effected in accordance 
with applicable securities legislation, which will vary from jurisdiction to jurisdiction and may require that the trade be made in 
accordance with applicable exemptions from registration or licensing requirements. 

Standard Bank Group Ltd Reg.No.1969/017128/06) is listed on the JSE Limited .SBSA   is an Authorised Financial Services Provider 
and it also regulated by the South African Reserve Bank. 

Copyright 2014 SBG. All rights reserved. This report or any portion hereof may not be reprinted, sold or redistributed without the 
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