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Auto sales grinding higher 
 

 

 

EU new passenger car registration data for June was released this morning. The data 

seems positive, with June registering an increase of 4.5% y/y, following a similar increase 

of 4.5% in May and a 4.6% y/y increase in April. YTD (up to June) car registration 

numbers are 4.1% higher relative to the same period in 2013. However, 2014 YTD sales 

lag 2012 sales by 6.3%. While the uptick in auto demand from Europe is positive, most 

of the gains in 2014 come from base effects; 2013 was an exceptionally weak year for 

passenger car registrations. In absolute terms, the EU27 new car registrations were 

1.18m units, marginally up from 1.13m 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 – points to 

vehicle sales continuing to hit all-time highs (see figure), driven, as pointed out, by China 

and the US. For the year to June, auto sales are up 6.6%, 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 figure), 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 forecast. 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 346Kozs up to May this year (June data out 

in the next few days). If this pace continued, it would imply only 830Kozs 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 

The base metals complex came under heavy selling pressure yesterday afternoon, with 

the triggering of stops exacerbating the price weakness. It’s not clear quite what the 

trigger was, though several potentially bearish stories were doing the rounds at the 

time, including reports of another possible corporate bond default in China and the 

reported withdrawal of one international bank from LC financing activity in China. 

Aluminium has since stabilised, with the metal rallying into US trade; however, the rest 

of the complex has drifted lower, albeit on relatively low volumes.   

Copper was sold heavily on Wednesday afternoon, closing the day below $7,100 at 

$7,078. Prices have since drifted below $7,050 amid general nervousness and a lack of 

clarity as to why copper fell off a cliff in the first place. Chinese refined output was up in 

June, coming in 1.4% higher m/m at 623 kt. The recovery was due to smelter capacity 

coming back on line after recent disruptions, though refined output is still below the 

peak levels seen in Q3 last year.  

Nickel continues to struggle, with the metal trading below $19,200. The metal seems 

to be settling into sideways range-trading, something that will only be exacerbated by 

the evaporation in turnover. Since the beginning of July, daily LME Select volumes have 

fallen to 3,118 lots/day, compared to a ytd daily average of 4,730 lots/day. Open 

interest has also declined 14% from the highs seen in early May, suggesting that one of 

the trades of H1-14 may have run its course, or is taking a breather at least.  

By Leon Westgate 

Precious metals 

Gold continues to find support on approach of its 100-day MA, currently at $1,292. 

Gold remains within the $1,304 – $1,285 range – an area where we expect strong 

support. Renewed tension between the US and Russia and concerns over further 

corporate defaults in China are adding further support to the metal this morning. 

Below the 200-day MA (at $1,285), the metal looks vulnerable to a sharp selloff. 

Shorting the metal within this range ($1,304 – $1,285) would not hold much value 

from a risk/return perspective and we would rather wait for the metal to move below 

this level. Gold support is at $1,292 and $1,285. Resistance is at $1,304 and $1,309. 

Anglo Platinum released its production result for Q2:14. From a production perspective 

there were no major surprises with the company, indicating that it was able to meet its 

sales obligation during the whole term of the strike and looks still on target to reach its 

sales target of 2.1mozs this year. Production losses were 424Kozs of platinum during 

the first half of the year.  

By Walter de Wet 

Bulks 

Chinese financial steels experienced further profit-taking today, closing on their lows, 

with CISA deflating the industry mood with comments that high inventories and 

stronger production so far in July would limit further steel price moves higher. 

Meanwhile rains in southern China are also hampering restocking demand, despite the 

sentiment improvement from June’s positive data releases yesterday.  

Shanghai Equities fell 0.57% to 2056 points, led by technology and autos, concerned 

by next week’s IPO cash drain of c.RMB 600-800bn and confirmation by the Housing 

Ministry that Beijing will not remove the housing restrictions nationwide, since this 

might lead to another price rally, fuelled by investors, rather than owner-occupiers. 

However, the Ministry also said that the property sector may perform better in 2H vs 

1H. Rail spending is up 32.1% y/y in June. China Securities Journal said that home-
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buying curbs in smaller cities need to be lifted in an orderly manner, with resident 

permit and land reform as well as lowering bank loan barriers all important support 

steps. Land supply for homes fell 18% q/q to 10,700 hectares in 2Q14, while average 

q/q land prices rose slightly.    

Shanxi Huatong Road & Bridge Group may miss a RMB 400m bond repayment due on 

23 July, causing investor jitters. Shanghai 7-day interbank rates rose to 3.67%. The 

PBOC conducted RMB 18bn in 28-day repos at 4% today, leading to a net injection of 

RMB 17bn this week, for the 10th week in a row. Next week RMB 18bn in 28-day repos 

will be maturing. Spot currency traded at 6.2038, while the PBOC reference rate set at 

6.1564. 

Shanghai Rebar Futures Oct-14 contract closed RMB 9/t lower at RMB 3,105/t, while 

the Jan-15 contract closed down RMB 11/t at RMB 3,121/t. Dazong HRC July-14 

futures shifted RMB 1/t to RMB 3,316/t, while SHFE HRC Oct futures dropped  

RMB 16/t to RMB 3,323/t. Heavy rains are continuing to hamper Hunan provincial 

cities such as Kunming, Chongqing and Guiyang. Among physical steels, Tangshan billet 

prices traded unchanged at RMB 2,740/t. Rebar prices traded flat in both Shanghai 

and in Beijing. Shiheng Special Steel raised its rebar prices by RMB 40/t, while Fujian 

Sangang Steel followed suit. HRC prices remained flat in both Shanghai and Beijing, with 

traders concerned about the impact of rising mill inventories on pricing. Pangang rolled 

its HRC prices over, in line with Bao et al.  

Dalian Commodity Exchange IO active Sept-14 contract prices dropped RMB 7/t to 

RMB 710/t, closing on their lows, while the Jan-15 contract fell RMB 9/t to  

RMB 702/t. Among physical iron ore, no seaborne deals were heard. A RioT PB fines 

early Aug tender appeared to be cancelled.   

The TSI Fe 62% China CFR price index fell 50 cents to $97.50/t (MTD: $96.62/t). 

The Platts Fe 62% index fell $2/t to $96.25/t, while the TSI Fe 58% index fell 

 40 cents to $82.60/t (MTD: $80.59/t). The Metal Bulletin Fe 62% index dropped  

25 cents to $98.10/t, while its Fe 58% index rose 39 cents to $75.05/t. Argus Fe 

62% index rose 20c to $96.15/t.  

In IO supply news, Mt Gibson shipped 2.6mt in 2Q, up 13% y/y, with FY14 sales 

totalling 9.7mt, up 11% y/y, following expansions at Koolan Island and Extension Hill. 

Its average fines sales price reached $103/t in 2Q, off 3.7% y/y. Tallering Peak has 

now depleted, after 10-years of operations, with site closure scheduled for Sept-14. 

Kumba exported 10.3mt in 2Q, up 9% q/q and 1% y/y, although output was 

hampered by unexpected rains in May at Sishen, offset by better volumes from 

Kolomela.  London Mining saw its grade improve in 2Q to average 63.4%, along with 

$4/t lower freight and improved hedging terms, lifting its average realised fob price to 

$86/t from $80/t q/q. Its sales fell 5% q/q, however, to 0.83mt, with full year still 

targeting 5mt. 

The Baltic Exchange Cape index shifted off 3.6% to $8,715/day, with C3 at 

$18.623/t and C5 at $7.505/t. FFA Q3 capes are trading in the $11,600/day range.  

For Q4:14 thermal coal prices, API 2 is trading at $74.80/t; API 4 is trading at 

$70.80/t; while Newcastle is trading at $69.25/t. Among physical trades, ARA Aug 

traded $72.60/t, vs $73.75/t yesterday; Sept traded at $74.25/t, up 10c d/d, while 

Oct traded $73.40/t, range trading within yesterday’s levels. EU gas prices have 

supported API 2 levels today, together with increased sanction threats and concerns 

over dust issues hampering Cerrejon’s output levels. At this stage, the miner still expects 

to ship c.34mt for the year, up from 33mt last year.  

The UK’s May thermal coal imports reached 3.63mt, up 44% m/m and 11% y/y. 

NEWC saw a Sept cargo trade at $67.50/t FOB, off 15c, while a NAR 5500 cargo went 
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through at $56.50/t FOB. Vietnam’s Vinacomin appears to have halted anthracite 

shipments to China due to a lack of profits. Anglo’s Cerrejon share saw its exports up 

29.3% y/y to 5.86mt in 1H, while average FOB pricing fell 10.5% to $68/t. Port 

Kembla’s maintenance work has been completed, with shipments returning to normal 

today. Another 6 days of maintenance will begin on 31 July.  

Zhengzhou Futures Sept-14 thermal contract prices traded flat at RMB 478.6/t, while 

the Jan-15 contract fell RMB 0.6/t to RMB 494.8/t. China Coal has followed Shenhua 

in cutting its NAR 5500 “official list” prices by RMB 5/t to RMB 490/t, with spot 

trading in the RMB 480-485/t range FOB QHD. China’s six key power plant stocks 

have dropped to 13.38mt, covering 19.96 days (vs 21 days w/w), at a daily average 

consumption rate of 0.67mt. Total port stocks dropped 0.6% to 18.96mt, while GZ 

stocks fell 3.5% to 3.09mt, and QHD stocks fell 0.7% to 7.3mt.  

China’s June coal railings amounted to 185.4mt (6.18mt/day), up 1.64% m/m and 

0.8% y/y only. China produced 298 million tonnes of raw coal in June, down 2.0% 

from the previous year and down 0.67% from May, the third consecutive month of 

month-on-month decline. YTD total coal output across the country reached  

1.816 billion tonnes, down 1.8% year on year. China’s power generation in June was 

458.1bn kWh, or 15.27bn kWn/day, up 7.2% m/m. Thermal power production in June 

reached 346.1bn kWh, or 11.54bn kWh/day, up 5% m/m, as summer began. Hydro 

power production climbed to 87.5bn kWh in June, up 18% m/m, continuing to grow 

market share.  

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

with China CFR prices ranging $118-123/t. On the Dalian Exchange, Sept-14 coke 

price traded off RMB 3/t to RMB 1,085/t, while the Jan-15 contract fell RMB 2/t to 

RMB 1,149/t. Among Dalian HCC prices, Sept-14 contract prices closed RMB 2/t 

lower at RMB 764/t, while the Jan-15 contract dropped RMB 1/t to RMB 805/t. 

Coke production in June was 41.09mt, growing 38.32mt in May, though off 0.5% y/y. 

For the period Jan-Jun, coke production totalled 233.92mt, falling 1.1% y/y. RioT is 

continuing to chase higher margins from its coal assets, switching some Hail Creek 

output from coking to thermal. This cunning strategy may have been destroyed by the 

recent Chinese domestic miner subsidy programme of $5-9/t, however. Anglo exported 

10.88mt of met coal in 1H, up from 9mt y/y. 2Q shipments fell to 4.8mt from 6.1mt 

in 1Q, however. Average FOB pricing fell 22.5% y/y from $153/t to $117/t, with Q2 

at $109/t only. Wesfarrmers produced 2.4mt in 2Q, up from 2.38mt in Q1.  

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 1 961 1 970 1 993 1 959 9 0.46 1 962.50 35 -15.50 
Copper 7 125 7 078 7 143 7 051 -47 -0.66 7 112.00 10 -7.75 
Lead 2 209 2 205 2 224 2 188 -4 -0.18 2 180.00 5 -28.00 
Nickel 19 350 19 300 19 400 19 167 -50 -0.26 19 200.00 -60 -76.00 
Tin 22 139 22 100 22 175 22 075 -39 -0.18 22 110.00 20 -28.00 
Zinc 2 300 2 303 2 321 2 287 3 0.13 2 299.50 11 -10.75 
          

LME inventory  Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 4 967 425 4 976 200 0 8 775 -8 775 -490 650 2 915 100 59 216 324 
Copper 158 575 159 175 150 750 -600 -207 850 38 300 24 139 696 
Lead 213 550 213 375 175 0 175 -900 11 375 5 61 178 
Nickel 310 782 308 418 3 036 672 2 364 49 146 102 978 33 56 408 
Tin 11 775 11 810 0 35 -35 2 090 2 080 18 10 189 
Zinc 657 375 657 725 25 375 -350 -276 100 60 375 9 148 943 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 13880 13845 80   - - - - 
Copper 50310 49970 -320  Cu Aug'14 321.45 321.2 -0.25 -0.08 
Zinc 22 139 22 100 0       
          
Precious metals          

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

   

Gold 1 302.75 1 301.00 1 303.78 1 293.13 1 299.10 5.15    
Silver - 20.70 20.84 20.58 20.76 0.08    
Platinum 1 492.00 1 479.00 1 489.00 1 477.38 1 472.50 -7.50    
Palladium 882.00 869.00 876.75 866.30 872.50 5.90    
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.106 0.114 0.118 0.13 0.168     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.15545 0.19595 0.2336 0.3266 0.5549     
          

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

200-day 
MA 

Support Resistance   

Gold 50.63 1 316.50 1 318.38 1 303.47 1 285.66 1 297.56 1 308.23   
Silver 56.16 21.04 21.03 20.07 20.29 20.71 20.88   
Platinum 54.46 1 496.84 1 488.95 1 455.06 1 430.60 1 483.00 1 501.25   
Palladium 63.6 872.12 855.94 813.06 770.67 875.67 887.27   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX PAL NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1304.1 20.85 883.35 1485.7 1303.9 4256 1303   
Open Interest 408368 162447 43571 72433 1081 93048 9   
Change in Open Interest 13936 29160 7233 11399 -185 -9694 -304   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 118.831 0.41 118.359 0.82 118.513 0.75 119.095 0.15  
Gasoil 0.1% Rdam ($/mt) 883 1.50 886.75 1.25 890.75 1.00 895.75 -0.25  
NWE CIF jet ($/mt) 963.27 4.27 953.67 5.75 952.95 5.33 958.7 4.55  
Singapore Kero ($/bbl) 118.591 0.40 118.229 0.75 118.403 0.68 118.93 0.60  
3.5% Rdam barges ($/mt) 572.231 2.58 570.336 -2.90 568.811 -1.97 566.001 -0.92  
1% Fuel Oil FOB ($/mt) 603.24 0.14 589.21 -5.90 590.19 -4.47 588.54 -1.29  
Sing FO180 Cargo ($/mt) 601.757 2.02 599.286 -2.95 598.461 -2.03 596.418 -0.92  
          

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 365.48 1.50% 0.56% -1.75% -6.01% 1.62% 
China Tangshan Steel Billet $/t 446.00 -0.22% 1.83% -7.47% -10.08% -12.55% 
China HRC export (Shanghai FOB) $/t 513.00 0.00% 0.59% -1.91% -4.47% 0.59% 
North Europe HRC domestic (ex-works) $/t 412.50 0.61% -1.79% -5.17% -5.17% -4.07% 
North America HRC domestic (Midwest FOB) $/t 668.00 0.45% -0.30% -1.47% -2.05% 3.25% 
       
Steel—Futures       
LME Billet Cash  $/t 416.00 6.39% 6.60% 7.35% 17.18% 278.18% 
LME Billet Futures (1-mth) $/t 420.75 7.47% 6.52% 7.88% 17.86% 253.57% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 513.90 8.41% 13.08% -2.54% -4.84% -9.66% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
China Steel Inventory (million tonnes) 12.90 -0.95% -5.83% -23.68% -5.67% -17.25% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 98.00 1.14% 9.74% -15.88% -23.02% -24.85% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 83.00 2.72% 12.93% -20.57% -30.08% -30.37% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 97.17 0.69% 6.64% -16.41% -23.84% -23.59% 
China Iron Ore Inventory (million tonnes) 106.57 -0.41% 0.01% 1.93% 21.18% 48.70% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 113.85 0.00% -1.43% -1.00% -14.72% -18.97% 
       
Capesize freight       
Saldanha South Africa-Beilun China 13.85 0.00% -10.65% -10.65% -3.15% -1.07% 
       
Financials pricing       
RMB Currency 6.20 0.03% -0.35% -0.23% 2.55% 1.13% 
China 7-day repo 4.00 0.00% 29.03% 36.05% -22.33% 12.36% 
API2 (CIF ARA) 2055.59 0.85% -0.54% -2.06% 2.53% 0.52% 

Source: LME, Bloomberg, Standard Bank Research 
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