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Nickel support in place 
although premia suggest 
metal availability 
 

 

 

Nickel is very much a focus in the base metal complex as the Indonesian ore export ban 

remains in place. The latest Chinese import data shows that China’s imports of nickel 

ore from the Philippines are high, with China importing 3.6Mt of nickel ore from the 

Philippines in June, only slightly less than the 3.98Mt imported in May. That said, for 

the first 6 months, imports from the Philippines totalled 12.2Mt, giving an annualised 

import figure of only 24.5Mt, far below the volumes of 29.5Mt imported from the 

Philippines in 2013 (Figure 1). While one would expect Philippine ore imports to rise 

well above the levels seen in 2013, the decline in ore imports from the Philippines – 

relative to 2013 levels – could be directly related to the availability of the correct ore 

grade needed for nickel pig iron (NPI) production in China. 

We estimate that China produced around 450Kt of NPI in 2013, with most of this NPI 

production coming from RKEF and EAF furnaces. This technology needs nickel laterite 

ore with a nickel content of more than 1.8% (such as the laterite from Indonesia). 

Generally, the ore from the Philippines has a nickel content that is lower than 1.8%, 

making it less suitable for the current technology used to produce NPI in China. This 

would also suggest that NPI production in China will, in line with market consensus, be 

lower this year. 

The tightening up of the NPI sector, plus increased costs, should continue to lend 

support to nickel prices and will help precipitate the onset of market deficits from next 

year. In total, we expect NPI production in 2014 to decline by between 50 kt and 70 

kt, which should see the surplus we forecast for the nickel market fall to 21 kt this year 

(from an initial surplus forecast of 82Kt at the start of the year). For 2015, we forecast 

a deficit of 107Kt.  

However, it is worth mentioning that refined nickel inventory continues to rise, with 

LME inventory now at 313Kt, up from 262Kt at the start of the year. About half of the 

current inventory is in Johor, Malaysia (152Kt). While we do believe that this inventory 

will cap upside for prices, a question mark hangs over the immediate availability of at 

least 50% of LME inventory and, as a result, it would be interesting to see how nickel 

premia will react over the rest of this year. If metal is not available, the price could 

move much higher. Since the start of June, nickel premia in Singapore have declined 

from more than $100/mt to around $50/mt and in Shanghai from around $140/mt 

to $85/mt. However, in Rotterdam the premium remains largely unchanged at around 

$165/mt (Figure 2). Part of the decline in premia in Shanghai at least is likely to be 

seasonal demand – however, the fact that seasonal patterns continue to hold broadly in 

at least Singapore and Shanghai perhaps indicates that refined metal availability is not 

as big an issue yet. While we expect prices to remain well supported, we continue to 

forecast prices broadly between $18,000 and $19,000 for the rest of the year.   

By Walter de Wet 
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Precious metals 

Gold continues to find support whenever the price approaches the $1,302 – $1,285 

range. We expect this support to continue ahead of Friday’s US employment data.  

The renewed political tension may introduce a marginal risk premium into the gold price 

in coming days. However, unless the situation deteriorates substantially, we doubt that 

additional demand introduced via political risk can offset the decline we expect from 

Asia if the gold price rallies too high. We believe that Asian demand is still very price-

sensitive. 

The VIX index jumped again yesterday to 12.56 as tension between Israel and Gaza as 

well as Russia and the West remains (although 12.56 is still low on a historical basis). 

That said – in line with gold – equities in Asia and the US seem less concerned so far 

about the political tension.  

Gold is likely to find strong support in the $1,302 – $1,285 range; below the 200-day 

MA (at $1,285), it looks vulnerable to a sharp selloff. We maintain that shorting the 

metal within this range ($1,302 – $1,285) would not hold much value from a 

risk/return perspective; we would wait for the metal to move below this level. 

Platinum and palladium are still range-bound, with platinum encountering strong 

resistance on approach of $1,500. We expect this to continue, especially in light of a 

speculative market that seems very long platinum. Palladium is likely to find good 

buying interest on any potential pullback triggered by long liquidation. Russia is 

expected to produce 39% of the world palladium mine supply. Any potential supply 

disruptions (due to sanctions) will keep palladium bid in a market expected to record 

large deficits. 

By Walter de Wet 

Bulks 

Chinese financial steels continued to rally, with some funds rotated from Equities, driven 

by further property-loosening restrictions and more loan approval discounts being 

announced, as well as stronger real estate loan data for June, driving property developer 

restocking. Steel coals traded stronger in reaction to better property sentiment; 

however, thermal remained choppy, given the triple pulls of a) further Shenhua price 

cuts yesterday evening of RMB 10/t; b) further provincial subsidies; c) potential 10% 

production cuts industry-wide. Atlantic coals are weakening, following news that the 

Ukrainian army is making headway against the separatists and the likely positive EU vote 

for Tier 3 sectoral sanctions today as a “now-known”, which will not include any 

Figure 1: Nickel ore imports 

 

Source: China Customs, Standard Bank Research 
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immediate energy disruptions. Until Chinese production cuts come through, coals may 

have enjoyed their run for now. 

Shanghai Equities rose 0.24% to 2,183 points, continuing yesterday’s momentum on 

the back of news that trading with HK would begin on 13 October. Hangzhou has 

loosened property purchase restrictions for housing > 140 sqm, while Xuzhou will also 

cut restrictions from 1 August. Other cities are beginning to roll out mortgage loan 

approval discounts for first home buyers, including Beijing CITIC and Agricultural Bank. 

Chinese bank loans to the real estate sector picked up momentum in June to  

RMB 17.32 trillion, from RMB 16.54bn in May.    

Shanghai 7-day interbank rates remained at 4.20% today, despite a net liquidity 

injection of RMB 5bn, following the PBOC sale of RMB 15bn in 28-day repurchases at 

4%, compared to RMB 20bn in maturing repos. The State Council formally approved 

the establishment of Xinjiang Bank. Spot Currency continued to rally, trading down to 

6.1806, while the PBOC reference rate set at 6.1615.  

Shanghai Rebar Futures Oct-14 contract lifted RMB 22/t to RMB 3,115/t, while the 

Jan-15 contract closed RMB 29/t higher at RMB 3,105/t. Dazong HRC Oct-14 

futures rose RMB 8/t to RMB 3,310/t, while SHFE HRC Oct futures moved up 

RMB20/t to RMB 3,320/t. Among physical steels, Tangshan billet prices remained at 

RMB 2,700/t. Rebar prices remained flat in Shanghai, while rising RMB 20/t in Beijing. 

Hebei Steel announced its July rebar settlement price at RMB 3,010/t, lifting 

sentiment. HRC prices remained flat today in Shanghai and Beijing. China’s Ministry of 

Environment has requested that 396 mills in the Beijing, Tianjin and Hebei regions 

install emissions facilities by the end of 2014. Power plants and cement producers will 

also be required to improve their emissions’ practices. This is likely to impact the 

margins of non-reformers to-date, thus improving the competitive positions of those 

already compliant. Whether the policy will see further mill closures remains to be seen. 

As we have highlighted previously, the Chinese steel industry is undergoing significant 

micro restructuring, with a flight to quality underway.    

Dalian Commodity Exchange IO active Sept-14 contract prices rose RMB 2/t to  

RMB 695/t, while the Jan-15 contract moved up RMB 3/t to RMB 684/t. Among 

physical iron ore, RioT tendered a Fe 61% cargo at $95.28/t to a Chinese SOE trader. 

globalORE traded a RioT PB fines Sep-cargo at $96.50/t on a 62%-basis. A prompt 

July PB fines Fe 61% cargo was then sold on CBMX at $95/t. PB fines at Shandong 

ports is trading at RMB 640/t. Vale will conclude a Fe 63.56% IOCJ Aug-tender 

tomorrow.  

The TSI Fe 62% China CFR price index rose $1/t to $95.30/t (MTD: $96.08/t). The 

Platts Fe 62% index rose $1.50/t to $95.50/t (MTD: $95.76/t), while the TSI Fe 

58% index rose 30 cents to $80.60/t (MTD: $80.55/t). The Metal Bulletin Fe 62% 

index rose $1.57/t to $96.22/t, while its Fe 58% index rose 46 cents to $73.39/t. 

The Argus Fe 62% index rose $1.65/t to $94.30/t. Mysteel’s Fe 62% index rose 

$1.25/t to $95.50/t, while its Fe 58% index rose $1.50/t to $81.50/t. 

In IO supply news, BC Iron received $84/dmt CFR for its Bonnie fines in 2Q on sales of 

1.43mt, while its costs are running at c.$60-64/wmt fob. Prices in Q1 were $102/t. 

Output is expected to reach c.6mt in the 14/15 period.  

The Baltic Exchange Cape index shifted up 0.3% to $8,664/day, with C3 at $8.60/t 

and C5 at $7.882/t. FFA Q4 capes are trading in the $21,400/day range.  

For Q4:14 thermal coal prices, API 2 is trading at $77.35/t; API 4 is trading at 

$73.95/t; while Newcastle is trading at $71.45/t. Among physical trades, ARA Aug 

sold at $74/t, compared to $76.15/t bids yesterday, while Oct sold at $78.10/t/, 

down from $78.40/t bids yesterday. Japan has imposed additional sanctions on Russia, 
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freezing assets alleged to have involvement in Crimea. The EU will vote on Tier 3 

sectoral sanctions today, with Moscow showing zero signs of pulling back its support for 

Crimean separatists. In retaliation, Russia is threatening to ban imports of chicken from 

the US and fruit from Europe, as well as investigating McDonald’s cheese qualities.  

Zhengzhou Futures Sept-14 thermal contract prices traded RMB 0.8/t lower to  

RMB 478.6/t, while the Jan-15 contract traded RMB 0.6/t lower at RMB 502.6/t. 

Total Chinese thermal port stocks continued to rise today, reaching 19.35mt, up  

1.8% d/d, with QHD coal stocks lifting to 7.17, up 1.1% d/d, and GZ port stocks 

increasing sharply to 3.55mt, up 5.2%. High coal stocks at ports are still weighing on 

the market, with oversupply and persistent weak demand causing prices to fall to seven-

year lows, shutting many small- and medium-sized mines. Shenhua dropped prices again 

yesterday by RMB 10/t to RMB 475/t for NAR5500 LT contract materials – 

continuing to pressure import prices. China Customs are starting to crack down on 

imported coals with sulphur levels above 1%, refusing to grant clearance.  

Premium Hard Coking Coal spot prices are trading in the $109-114/t Qld FOB range, 

with China CFR prices ranging $119-124/t, with restocking sentiment improving this 

week on the back of better property sector demand for downstream steel products.  

On the Dalian Exchange, Sept-14 coke prices traded RMB 4/t higher to RMB 1,048/t, 

while the Jan-15 contract traded RMB 9/t higher to RMB 1,140/t. Among Dalian HCC 

prices, Sept-14 contract prices closed RMB 3/t higher at RMB 752/t, while the Jan-15 

contract closed RMB 4/t higher at RMB 800/t.   

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 2 001 2 015 2 021 2 000 14 0.69 1 987.50 -21 -15.00 
Copper 7 129 7 120 7 146 7 090 -9 -0.13 7 132.00 -52 12.75 
Lead 2 275 2 301 2 303 2 267 26 1.13 2 269.00 4 -14.59 
Nickel 19 150 18 800 19 250 18 722 -350 -1.83 18 800.00 -360 -62.00 
Tin 22 475 22 650 22 700 22 460 175 0.78 22 550.00 145 -61.00 
Zinc 2 385 2 410 2 416 2 384 25 1.04 2 405.00 -15 7.25 
          

LME inventory  Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 4 969 575 4 977 225 0 7 650 -7 650 -488 500 2 880 350 58 136 052 
Copper 149 475 150 900 0 1 425 -1 425 -216 950 35 125 23 93 919 
Lead 214 650 214 425 225 0 225 200 9 925 5 54 527 
Nickel 312 720 311 802 1 296 378 918 51 084 100 440 32 51 744 
Tin 11 780 11 775 5 0 5 2 095 2 230 19 8 368 
Zinc 649 725 651 850 0 2 125 -2 125 -283 750 66 600 10 99 272 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 14170 14155 -10  Ali Feb'14 - - - - 
Copper 50460 50650 190  Cu Feb'14 324.35 323.2 -1.15 -0.35 
Zinc 22 475 22 650 0       
          
Precious metals          

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

   

Gold 1 307.50 1 304.50 1 309.90 1 301.39 1 304.00 -3.05    
Silver - 20.64 20.75 20.52 20.57 -0.17    
Platinum 1 488.00 1 486.00 1 491.88 1 475.75 1 486.00 8.50    
Palladium 885.00 884.00 889.10 876.48 880.20 2.20    
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.094 0.112 0.136 0.178 0.216     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.156 0.19725 0.2341 0.3281 0.5601     
          

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

200-day 
MA 

Support Resistance   

Gold 51.65 1 306.68 1 313.81 1 300.84 1 285.98 1 301.31 1 314.03   
Silver 52.7 20.80 20.96 20.04 20.26 20.52 20.81   
Platinum 52.57 1 484.70 1 492.81 1 456.26 1 433.53 1 481.79 1 490.17   
Palladium 62.23 877.78 872.80 821.88 776.58 879.30 886.70   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX PAL NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1310.2 20.69 884.2 1490.6 1308.3 4290 1303.3   
Open Interest 394938 159277 44987 69617 913 95076 8   
Change in Open Interest 506 25990 8649 8583 -353 -7666 -305   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 118.886 -0.05 118.922 -0.30 119.145 -0.24 119.418 -0.19  
Gasoil 0.1% Rdam ($/mt) 893.25 4.00 895.75 3.50 899 3.25 902.75 2.50  
NWE CIF jet ($/mt) 966.01 -0.61 962.47 -4.07 959.41 -3.25 963.23 -2.16  
Singapore Kero ($/bbl) 118.718 -0.04 119.022 -0.27 119.145 -0.24 119.388 -0.20  
3.5% Rdam barges ($/mt) 572.347 -1.01 571.08 -5.19 569.055 -4.87 567.144 -4.34  
1% Fuel Oil FOB ($/mt) 600.73 -1.31 587.35 -6.32 589.91 -5.70 587.79 -5.74  
Sing FO180 Cargo ($/mt) 600.878 -0.70 602.205 -5.00 600.472 -4.70 598.082 -4.34  
          

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 369.45 2.00% 2.06% 0.48% -2.08% 1.24% 
China Tangshan Steel Billet $/t 446.00 0.68% 0.68% -4.50% -6.30% -11.16% 
China HRC export (Shanghai FOB) $/t 513.00 0.00% 0.39% -1.91% -4.11% -0.39% 
North Europe HRC domestic (ex-works) $/t 412.50 0.00% 0.61% -5.17% -7.30% -4.07% 
North America HRC domestic (Midwest FOB) $/t 678.00 0.89% 2.11% -1.31% 1.04% 4.47% 
       
Steel—Futures       
LME Billet Cash  $/t 416.00 0.00% 6.67% 7.77% 15.56% 220.00% 
LME Billet Futures (1-mth) $/t 419.00 -0.24% 6.62% 7.99% 15.75% 203.62% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 523.87 1.23% 15.62% -1.09% -1.32% -5.84% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
China Steel Inventory (million tonnes) 12.55 -1.55% -4.75% -21.18% -12.65% -16.65% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 95.30 -0.10% 1.60% -12.00% -22.27% -27.64% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 80.60 0.25% 3.60% -19.56% -28.48% -33.61% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 95.75 0.57% 3.25% -16.74% -25.34% -24.41% 
China Iron Ore Inventory (million tonnes) 106.60 0.00% 0.83% 1.34% 18.73% 49.97% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 113.65 0.00% -0.18% -1.60% -12.44% -16.74% 
       
Capesize freight       
Saldanha South Africa-Beilun China 13.15 0.00% -12.33% -7.07% -7.72% -6.07% 
       
Financials pricing       
RMB Currency 6.18 -0.36% -0.35% -1.22% 2.09% 0.80% 
China 7-day repo 4.15 -18.63% -11.70% 3.75% -22.43% -18.95% 
API2 (CIF ARA) 2183.19 5.19% 6.58% 8.06% 6.50% 10.47% 

Source: LME, Bloomberg, Standard Bank Research 
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