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China’s June silver imports 
a mere blip 
We keep a close eye on silver. It has been quite resilient, trading between $18.50 and
$22 since late last year. As with many other metals, China’s silver import numbers are
crucial to the metal’s price, especially since China turned net importer of silver in 2009.
China’s latest silver import numbers show the same picture as for gold and platinum –
the country has probably imported too much metal of late. We therefore foresee that 
the silver price will not manage to sustain rallies beyond $22. 

China imported 107mt of silver in June, up from 47mt in May and 70mt in March.
Although the rise silver imports in June is encouraging, volumes have been lacklustre. 
Also, YTD total imports are largely skewed by the large import number of 332mt in 
February (Figure 1); the year otherwise has been very weak. At the current pace of
imports, China would have imported 1,630mt in 2014, compared to total imports of 
3,578mt in 2010, 2,236mt in 2011 and 1,994mt in 2012. Nevertheless, total 
imports for 2014 would be marginally higher than the 1,360mt imported in 2013.  

However, unlike palladium, where our estimates would suggest the bias lies towards
China importing more metal in H2:14, silver’s bias lies to China importing less metal in 
H2:14 than H1:14. This is premised on the fact that since 2011, H2 has been
characterised by seasonal weakness, with m/m declines in silver imports starting in
September and continuing into December. What would change this profile? A sharp
decline in the silver price.  

Indeed, given the seasonal weakness in Chinese imports starting in September,
combined with the fact that we see mine supply rising and a speculative market that
has flipped from being very short silver to very long silver on COMEX, we maintain that 
the price bias for silver lies to the downside, as the price is currently near the upper end 
of the $18.50 - $22 range.   

By Walter de Wet
 

Figure 1: China’s silver imports 

Source: Standard Bank Research, China Customs 
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Base metals 

The base metals complex remains rather choppy and volatile, with aluminium and lead 
fading, while copper nickel and zinc are well supported.  

China has averted another corporate bond default, with Huatong Road and Bridge 
Group Co finding CNY 400 million ($65 million) and making all payments on a bond 
that only last week it warned that it might not be able to pay. Looking at it, $65 million 
is a small price to pay to prevent further weakness in Chinese fixed income, commodity 
and equity markets. Whether this is a line in the sand from the government remains to 
be seen, though it seems the government is willing to act and be proactive in terms of 
stopping any further slide in the country’s economy. 

Copper has had a choppy start to the day, generally trading sideways before coming to 
life during the LME 2nd Ring session. Volumes have been relatively subdued, though it 
seems prices are building a base and looking to move higher.  

Copper on-warrant stocks have continued their recent decline, with further warrant 
cancellations in Busan emerging this morning. Cancelled warrants at Busan jumped 
2,525 mt this morning, bringing total cancelled material at that location to 8,800 mt or 
around 65% of the total copper inventory held at that location. In terms of stock 
movements at the South Korean port, since June 30th, inflows of copper have totalled 
11,825 mt, with the last inflow seen on July 21st. Will little sign of an exodus of metal 
from China, in the wake of the Qingdao issue, or even material destined to China being 
displaced and heading into LME locations, it seems that the South Korean activity has 
been fairly isolated and that the LME stock situation looks like remaining tight. As such, 
it’s easy to envisage tightness returning to the spreads, particularly when the market 
emerges from the traditionally slower summer period.  

Nickel has managed to recover most of the ground it lost late last week as participants 
headed for the exit amid concerns that the Indonesian ore ban was going to be relaxed. 
With those fears subsiding, and amid a bit of a clear out in terms of open interest and 
positioning, prices have started to recover and are holding around the $19,000 mark.  

Zinc remains very well supported and it has extended its premium to lead to over 
$160/mt heading into US trade, with its heavier cousin failing to garner the same level 
of interest or price support. Zinc prices are actually trading sideways into Wednesday 
afternoon, trading more or less around Tuesday’s closing levels, with the difference 
being that lead prices are drifting lower after a strong start to the week. Aluminium 
prices have started to weaken, with the metal failing to push above $2,050. Two-way 
interest is starting to build, while prices look to consolidate recent gains.  

Figure 2: COMEX speculative longs and shorts 

 

Source: COMEX, Standard Bank Research 
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Tin continues to trade sideways, with prices little changed over the past week or so. 
Worth highlighting, however, is a drop in PT Timah’s H1-14 sales which have fallen just 
under 12% to 9,663 mt from 10,951 mt for the same period last year. Production is 
actually up, gaining 12.4% y/y to 10,808 mt, while tin ore output is up 40.9% to 
14,352 mt. Stockpiles of refined tin, albeit seemingly available for the right price, 
currently stand at 4,473 mt compared to 1,297 mt for June-30 last year.   

By Leon Westgate 

Bulks 

Chinese financial steels drooped lower again today, slowly grinding back towards mid-
June lows, remaining in de-stock mode, following the stronger-than-expected mid-June 
to mid-July steel restock. Tighter cash this week from fresh IPOs is not helping 
inventory holding costs. IO swaps front-end are off $1.25/t as a result.   

In coal, Shenhua confirmed its RMB 5/t thermal price cut today, in reaction to 
provincial subsidiaries of $5-9/t which has increased domestic supplies. However, the 
Atlantic continues to rally on Russian energy supply concerns, dragging API 4 higher as 
well, decoupling from its prior weakening Pacific links, following Chinese domestic miner 
subsidies over the past month. The NEWC-API 4 fob spread looks out of kilter as a 
result.  

Shanghai Equities rose 0.14% to 2078 points. The NDRC approved a RMB 17.4bn UHV 
transmission line between Inner Mongolia and Jinan, with construction to begin in 
September, for completion by 2017. The PBOC may fine tune mortgage restrictions to 
support housing purchases, including lowering the down-payment ratio and allowing 
preferential mortgage rates again, following the Bank’s request in May to accelerate 
mortgage approvals for qualified buyers. Typhoon Matmo is heading towards 
Fujian/Zhejiang provinces later today, disrupting construction activities. Beijing is 
discussing whether to lower 2015’s GDP target to 7%. Beijing’s auto sales dropped 
2.2% y/y due to licence bans, while luxury car sales fell 80% y/y due to the anti-
corruption drive.       

Shanghai 7-day interbank rates rose to 4.6%, with the IPO lock-up taking up to RMB 
600-800 bn from the market until Friday. Shanxi Huatong Road & Bridge has made 
payment on a RMB 400m bond due today, after receiving a flurry of recent inflows, 
averting China’s 2nd default in 5 months after Shanghai Chaori Solar Energy defaulted 
in March. However the China Securities Journal argues that defaults should be allowed 
to re-evaluate investment risks appropriately. Spot Currency traded at 6.2017, while 
the PBOC reference rate was set at 6.1572.  

Shanghai Rebar Futures Oct-14 contract traded up RMB 1/t to RMB 3,063/t, while 
the Jan-15 contract closed RMB 9/t lower at RMB 3,036/t. Dazong HRC Oct-14 
futures fell RMB 9/t to RMB 3,284/t, while SHFE HRC Oct futures dropped RMB 4/t 
to RMB 3,278/t. Among physical steels, Tangshan billet prices remained at RMB 
2,690/t, not helped by rumours the government is cracking down on illegal billet 
exports. The Yanggang weekly billet tender fell RMB 49/t w/w to RMB 2,737/t, 
however still a premia to spot of RMB 47/t. Rebar prices fell RMB 10/t in Shanghai on 
typhoon concerns and high temperatures, while flat in Beijing. HRC prices fell  
RMB 10-20/t in Shanghai, while remaining unchanged in Beijing. 

Heilongjiang’s Xilin Steel has failed to pay its workers during 2Q, with the local 
government asking local banks to lift the mill’s loan limits to assist the company resolve 
its difficulties. Meanwhile, Hebei Wen’An XinGang Steel has seen the CBRC request 
additional support from Langfang Bank. Xinming Steel Pipe closed earlier this month in 
Tangshan, leaving unpaid bills to 400 workers (RMB 10m) and creditors, joining at least 
18 other mills which have closed regionally this year. Shanxi HighSee has also been 
closed for 3 months, with no rescue package forthcoming.     
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World steel output rose 2.5% y/y to 821.3mt during 1H:14, with June output up  
3.1% y/y to 137mt.  

Dalian Commodity Exchange IO active Sept-14 contract prices fell RMB 3/t to  
RMB 683/t, while the Jan-15 contract dropped RMB 1/t to RMB 671/t. Among 
physical iron ore, BHPB tendered a Yandi Fe 57.6% fines Aug-cargo at $80.38/t. RioT 
tendered a mid-August combined PB fines/lump cargo with fines linked to index and 
the lump premia set at 12 cents/dmtu. globalORE traded an MNP (Fe 60%; Si 6.5%) 
Aug-cargo at $93/t. BHPB sold a Newman fines cargo at Platts + 10 cents on local 
Chinese exchange, CBMX. Japanese mills have agreed to a Q3 lump premia 
of12.4c/dmtu with RioT and 11c/dmtu-plus with BHPB. RioT’s Robe River lump 
discount has been set at 18c/dmtu.  

The TSI Fe 62% China CFR price index fell $1.10/t to $94.30/t (MTD: $96.38/t). 
The Platts Fe 62% index fell $1.30/t to $93.50/t (MTD: $96.01/t), while the TSI Fe 
58% index rose 50 cents to $80.90/t (MTD: $80.58/t). The Metal Bulletin Fe 62% 
index fell $1.37/t to $93.99/t, while its Fe 58% index dropped 44 cents to $72.94/t. 
The Argus Fe 62% index fell 80 cents to $93.15/t. Mysteel’s Fe 62% index fell $1/t 
to $93.75/t, while its Fe 58% index remained flat at $79.25/t. 

In IO supply news, Port Hedland’s MUA-union Teekay tugboat workers have approved 
work stoppages of 2 hours; 4 hours; 6 hours and 12 hours as well as banning the use of 
mobile phones for an indefinite period. The stoppages are a reduction from previously 
approved 24 hours; 48 hours and 7 days. Engineers had separately approved stoppages 
of 4 hours to 48 hours in June. The stoppage strategy change is believed to be in order 
to cause limited economic disruptions which could be deemed against the national 
interests. BHPB plans to ship 245mt in 14/15 from the Pilbara, up from 225mt in 
13/14, after exceeding its own guidance by 8mt. Jimblebar’s 35mtpa ramp-up is 
continuing ahead of schedule, and is now due for completion by year-end. BHPB 
shipped 63mt during 2Q, up 13.8% q/q. Samarco shipped 22mt during the year, with a 
ramp-up to 30.5mt on track by the end of 1H:15.   

Manganese 44% ore price are trading at $4.18/dmtu CFR China, still pressured by high 
port stocks.   

The Baltic Exchange Cape index shifted up 0.8% to $8,556/day, with C3 at 
$18.414/t and C5 at $7.864/t. FFA Q3 capes are trading in the $12,300/day range.  

For Q4:14 thermal coal prices, API 2 is trading at $76.60/t; API 4 is trading at 
$72.95/t; while Newcastle is trading at $69.40/t. 2 Ukrainian Sukhoi-25 military 
fighters have been shot down in the country’s east. EU officials had failed to agree on 
fresh sanctions against Russia – since downing civilian planes wasn’t enough, perhaps 
this incident will be a further adequate prompt. 3 US senators are urging Obams to 
impose broad energy sector sanctions against Russia, after already limiting US capital 
markets access for Rosneft and Novatek beyond 90-days.  

Putin is considering whether to break Gazprom’s monopoly on gas exports, with regard 
to its upcoming pipeline sales to China, with Rosneft seeking to gain from any policy 
change. Widodo has won Indonesia’s presidential election and plans to sit down with all 
parties to discuss the country’s mineral export situation. 

Zhengzhou Futures Sept-14 thermal contract prices dropped RMB 0.4/t to  
RMB 479.6/t, while the Jan-15 contract traded flat at RMB 498.2/t. The BSPI 
dropped RMB 8/t w/w to RMB 498/t, from RMB 506/t last week. QHD coal stocks 
fell 2.1% to 7.25mt. QHD stocks fell 2.1% to 7.25mt. Shenhua confirmed its further 
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RMB 5/t thermal price cut late yesterday, lowering its NAR 5500 prices to RMB 485/t. 
China imported 61.31mt of thermal in 1H:14, up 19.31% y/y.   

Premium Hard Coking Coal spot prices are trading in the $108-113/t Qld FOB range, 
with China CFR prices ranging $118-123/t. A Goonyella cargo was reportedly sold to 
India at a price of $118/t fob; however, we are discounting this cargo from our average 
price expectations due to the special conditions of the transaction. On the Dalian 
Exchange, Sept-14 coke prices traded off RMB 23/t to RMB 1,064/t, while the Jan-
15 contract traded RMB 18/t lower to RMB 1,131/t. Among Dalian HCC prices, Sept-
14 contract prices closed RMB 9/t lower at RMB 748/t, while the Jan-15 contract fell 
RMB 9/t to RMB 781/t. China’s coking coal imports fell 12.3%4 y/y to 30.96mt in 
1H14.  

By Melinda Moore 
 



  

  

Standard Bank Global | Commodities 
 23 July 2014 

6  

 

Commodity data 
Base Metals          
LME 3 month   Open Close High Low Daily 

change 
Change (%) Cash Settle Change in 

cash settle 
Cash - 3m 

Aluminium 2 018 2 043 2 055 2 016 25 1.25 2 020.50 33 -18.25 
Copper 7 022 7 040 7 100 7 022 18 0.26 7 060.50 71 -2.50 
Lead 2 210 2 217 2 235 2 204 7 0.31 2 206.00 32 -15.00 
Nickel 18 810 19 100 19 207 18 810 290 1.54 18 925.00 200 -73.00 
Tin 22 219 22 100 22 250 22 080 -119 -0.54 22 105.00 -50 -45.00 
Zinc 2 344 2 362 2 375 2 340 19 0.79 2 370.00 64 -1.75 
          
LME inventory  Today Yesterday In Out One day 

change 
YTD change 

(mt) 
Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 4 938 125 4 947 200 0 9 075 -9 075 -519 950 2 903 800 59 150 612 
Copper 157 125 158 000 0 875 -875 -209 300 38 900 25 100 912 
Lead 213 725 213 725 0 0 0 -725 11 375 5 37 446 
Nickel 311 214 311 064 240 90 150 49 578 103 980 33 58 530 
Tin 11 920 11 895 100 75 25 2 235 2 025 17 9 846 
Zinc 656 275 656 675 0 400 -400 -277 200 73 125 11 93 917 
          
Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 14160 14170 25  Ali Feb'14 - - - - 
Copper 49830 49750 0  Cu Feb'14 320.8 321 0.2 0.06 
Zinc 22 219 22 100 0       
          
Precious metals          
 AM Fix PM Fix High bid Low offer Closing bid Daily 

change 
   

Gold 1 307.00 1 310.25 1 316.30 1 302.05 1 306.40 -4.49    
Silver - 20.81 21.08 20.75 20.95 0.08    
Platinum 1 484.00 1 487.00 1 492.50 1 481.75 1 484.00 -3.00    
Palladium 870.00 872.00 877.20 866.35 872.10 -8.90    
          
Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.102 0.112 0.118 0.15 0.172     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.15525 0.1975 0.2326 0.3271 0.5561     
          
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 

MA 
200-day 

MA 
Support Resistance   

Gold 51.39 1 313.15 1 317.60 1 302.53 1 286.39 1 305.37 1 309.21   
Silver 57.18 21.01 21.05 20.06 20.29 20.92 21.02   
Platinum 53.66 1 493.59 1 494.22 1 456.21 1 432.75 1 486.29 1 492.92   
Palladium 60.51 874.89 865.95 817.84 773.95 871.80 878.40   
          
Active Month Future COMEX 

GLD 
COMEX SLV NYMEX PAL NYMEX 

PLAT 
DGCX GLD TOCOM 

GLD 
CBOT GLD   

Settlement 1309.7 21.02 876.6 1488.3 1307.7 4261 1306.3   
Open Interest 405070 163011 44876 71174 820 94035 8   
Change in Open Interest 10638 29724 8538 10140 -446 -8707 -305   
          
Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 118.814 0.09 118.21 0.24 118.365 0.20 118.693 0.15  
Gasoil 0.1% Rdam ($/mt) 881.5 -1.00 884.75 -1.25 887.75 -1.75 892.25 -2.50  
NWE CIF jet ($/mt) 963.78 0.94 956.46 3.88 954.04 2.34 958.55 1.12  
Singapore Kero ($/bbl) 118.628 0.14 118.26 0.38 118.365 0.31 118.683 0.18  
3.5% Rdam barges ($/mt) 571.419 -1.03 568.834 -4.76 566.881 -4.37 564.493 -3.98  
1% Fuel Oil FOB ($/mt) 602.07 0.10 589.46 -5.26 590.31 -4.94 587.57 -5.34  
Sing FO180 Cargo ($/mt) 600.165 -1.67 597.854 -5.74 596.881 -4.85 595.326 -3.89  
          
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 362.20 -0.90% -0.31% -2.63% -6.86% 0.61% 
China Tangshan Steel Billet $/t 443.00 -0.67% 0.91% -7.90% -8.28% -12.28% 
China HRC export (Shanghai FOB) $/t 513.00 0.00% 0.59% -2.29% -5.00% 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 670.00 0.45% 0.00% -1.47% -1.76% 4.04% 
       
Steel—Futures       
LME Billet Cash  $/t 416.00 0.00% 6.67% 7.63% 17.18% 243.80% 
LME Billet Futures (1-mth) $/t 420.00 -0.24% 6.60% 7.97% 17.65% 226.85% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 517.43 10.01% 11.22% 0.39% -3.28% -9.88% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
China Steel Inventory (million tonnes) 12.75 -1.16% -4.75% -22.08% -6.76% -16.91% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 96.00 -2.04% 2.78% -14.67% -22.27% -27.00% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 80.40 -2.90% 6.49% -19.36% -29.60% -33.11% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 95.13 -2.31% 2.84% -17.04% -25.82% -24.80% 
China Iron Ore Inventory (million tonnes) 106.60 0.03% -0.45% 2.64% 21.22% 51.12% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 113.85 0.00% -0.44% -2.02% -13.91% -17.80% 
       
Capesize freight       
Saldanha South Africa-Beilun China 13.35 0.00% -6.64% 0.75% -11.00% -4.64% 
       
Financials pricing       
RMB Currency 6.20 -0.07% -0.36% -0.53% 2.52% 1.02% 
China 7-day repo 5.10 37.47% 46.97% 66.12% -3.59% 34.21% 
API2 (CIF ARA) 2075.48 0.25% 2.53% 0.13% 1.16% 3.53% 
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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