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Base metals 

The base metals complex has stabilised following yesterday’s sell-off, though prices are 

trading sideways at best while turnover is rather subdued. Weaker European economic 

data has meanwhile also served to put a dampener on the markets following 

yesterday’s poor Chinese data. 

Copper has stabilised at around $6,880 heading into Thursday afternoon, holding 

above its 100-day MA and trend line support but treading water for the moment rather 

than mounting a recovery. As noted yesterday, in spite of the weaker outright price, 

the nearby spreads remain tight and have tightened over the course of the morning, 

though the farther dated spreads have eased with the recent price fall. A dominant 

holder of both cash and tom warrant remains a feature of the market, with the latest 

LME Warrant Holdings data showing one participant in the 80-89% band for cash 

warrants and one in the 50-79% band for tom warrants.  

Chinese output of refined copper picked up in July in nominal terms at least, coming in 

at 634 kt from 623 kt in June. On a per-day basis, however, and given the extra day in 

July, it’s worth highlighting that production was actually lower m/m, coming in at  

20.45 ktpd in July vs. 20.76 ktpd in June. 

In other news, Freeport Indonesia expects to see a 20% fall in copper output in 2014, 

following the extended argument over tax payments, which led to a halt in exports of 

copper concentrate. Total copper concentrate production is expected to be 

1.8Mt compared to initial expectations of 2.2Mt. Exports of copper concentrates will 

be around 700 kt (the rest being smelted domestically at the Gresik smelter).  

Zinc followed the herd yesterday but is showing signs of recovering this morning. 

Looking at how it has traded in relation to lead, and ignoring the relative value aspect 

of the trade, zinc and lead have traded in lock-step for much of the past week, 

suggesting that there has been a general lack of direction and conviction for both 

metals.  

This morning has seen zinc-lead break out of its recent $45-75 range, however, with 

zinc pushing higher while lead is left behind. Zinc stocks did increase again today, with 

3,050mt  entering New Orleans, though it seems that some of the shock value from 

the 76,175 mt increase in on-warrant zinc stocks seen since the beginning of August 

appears to be waning. 

By Leon Westgate 
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Precious metals 

Precious metals are range-bound. Gold is caught in the $1,300 – $1,315 range, while 

option open interest for the September contract is still straddling gold around the 

$1,300 level. While technical indicators are holding gold firm, other market forces we 

believe should continue to cap upside. First, Brent crude remains under pressure, 

trading below $104 – a level last seen in November 2013. While the correlation 

between gold and crude oil is not very high, it remains positive, which does imply that a 

lower oil price generally coincides with a lower gold price. The transmission mechanism 

in the short run would be mostly via heightened political tension, which might benefit 

both commodities. Over a longer period, the argument could be made that a higher oil 

price translates into a higher inflation, which is positive for gold. If oil drops, the 

opposite effect holds.  

Furthermore, the dollar is strong both against the euro and on a trade-weighted basis. A 

strong dollar should also see gold struggle to sustain price movements higher. 

We note that the World Gold Council reported today that global gold demand fell 16% 

in Q2:14, with most of the weakness coming from China and India. This would be 

consistent with our view that China demand especially appears to be at similar levels to 

those seen in 2012, and that 2013 demand was an outlier. 

Gold support lies firmly within the $1,384 – $1,300 range and, until there is a clear 

break below this range, we believe shorting the metal holds little value from a 

risk/return perspective. Tactically, we see the risk to the downside for the metal. 

Rhodium continues to steal the attention in the PGM space, with the metal now trading 

above $1,400 – up from $1,100 at the start of July. As pointed out in Commodities 

Quarterly dated 27 June, rhodium is our top pick within the precious metals space, with 

upside extending towards $2,000. However, we have forecast this upside over a long 

period and continue to do so. We believe that the current price movement is driven 

mostly by investment demand in a small market.  

For us, platinum is a range-bound metal, with value at around $1,400 and upside 

capped above $1,500. We wait for China import data to get a sense of how platinum 

jewellery demand is evolving. We believe that jewellery demand for this metal is weak, 

which is likely to reel in price rallies. 

By Walter de Wet 

Bulks 

Chinese financial steels continued to sell off today, finishing on their trading lows, 

despite attempts by the PBOC to calm the market over July’s atrocious housing sales 

and lending figures, published yesterday, calling them “seasonal”, while reiterating that 

no new wholesale stimulus would be forthcoming – i.e. “this is as good as it gets”. 

Shanghai Equities fell 0.74% to 2206 points, despite news that lending in the first  

2 weeks of August is nearly double July levels. Shenzhen is to maintain its property 

purchase limits, while strengthening pre-sale management. APEC will be held in Beijing 

from 6-21 August, with pollution controls in place, while the next party congress will be 

held post-holidays in October. 

Shanghai 7-day interbank rates fell to 3.32%, with the PBOC conducting RMB 30bn in 

14-day repos at 3.7%, leading to a net weekly injection of RMB 14bn. 

Spot Currency traded at 6.1536, while the PBOC reference rate set at 6.1545. 
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Shanghai Rebar Futures Jan-15 contract fell RMB 23/t to RMB 3,021/t, while the 

Oct-14 contract fell RMB23/t to RMB 3,052/t. Dazong HRC Nov-14 futures closed at 

RMB 3,285/t, dropping RMB 11/t. SHFE HRC Oct futures fell RMB 32/t to  

RMB 3,278/t. Among physical steels, Tangshan billet prices rose RMB 10/t to  

RMB 2,670/t. Rebar prices fell RMB 10/t in Shanghai while remaining stable in Beijing, 

with rains forecast for the next few days along the coast. HRC prices held unchanged 

today in Shanghai and Beijing. Angang has rolled its prices for Sept flats list prices.  

Dalian Commodity Exchange IO active Jan-15 contract prices dropped RMB 9/t to  

RMB 653/t, while the Sept-14 contract dropped RMB 9/t to RMB 662/t. Among 

physical iron ore in a typically busy Thursday, RioT tendered a Robe River fines late-Aug 

cargo. Vale sold an IOUR Fe 62.76% late Sept-cargo at index less 99 cents.  

On globalORE, BHPB traded a Yandi fines Fe 58%-based Sept-cargo at $81.30/t, 

together with a MNP Sept cargo at index plus 10 cents. At Shandong ports, PB fines 

were at RMB 620-625/t today. Vale has an IOCJ Fe 64.08% tender set for tomorrow.  

The TSI Fe 62% China CFR price index remained unchanged at $93.20/t (MTD: 

$94.94/t). The Platts Fe 62% index remained flat at $93.50/t (MTD: $94.55/t), 

while the TSI Fe 58% index rose 20 cents to $80.90/t (MTD: $80.76/t). The Metal 

Bulletin Fe 62% index rose 38 cents to $93.97/t, while its Fe 58% index rose 33 cents 

to $74.96/t.  

In IO supply news, FMG has managed to negotiate to reduce its Fe 56.7% product 

discount in September from 15% to 13% (20-40mtpa), while its Fe 58.3% product 

discount will remain at 9% (100mtpa).  

The Baltic Exchange Cape index rose 17% to $12,793/day, with C3 at $21.20/t and 

C5 at $8.923/t. FFA Q3 capes are trading in the $20,200/day range.  

For Q4:14 thermal coal prices, API 2 is trading at $77.90/t; API 4 is trading at 

$73.30/t; while Newcastle is trading at $71.15/t. Among physical coal deals, New Oct 

traded at $70/t; ARA traded Sept at $78.25/t and Oct at $78.30/t, then $77.90/t; 

while RB1 traded Sept at $72.40/t, then $72/t, with today’s drops putting some 

pressure on Atlantic derivatives.  

Both the US and the EU have warned Russia against using the humanitarian aid trucks 

heading to Ukraine’s Donetsk and Luhansk regions, where fighting has cut off access to 

power and water, as a pretext for military interventions. Ukraine has said that it is 

sending its own aid into those regions. The International Red Cross is still awaiting 

information on what is actually inside the vehicles, which have stopped at a military base 

about 350km from Luhansk, as well as security guarantees. Putin is in Crimea today, 

annexed from Ukraine in March. Gazprom shipped c. 89bn cu m of gas through Ukraine 

into Europe last year, c. 55% of its total EU exports.  

Zhengzhou Futures Sept-14 thermal contract prices traded RMB 1.4/t lower to  

RMB 470.8/t, while the Jan-15 contract traded RMB 3.6/t up to RMB 511.0/t.  

Total Chinese thermal port stocks continue to fall, down 1.3% to 16.89mt, with QHD 

coal stocks stable and GZ port stocks dropping to 3.11mt, down 2.5% d/d.  

China’s energy consumption per GDP unit fell 4.2% y/y in 1H14, compared to 3.7% in 

2013 and 3.6% in 2012, as the services sector takes a larger share of the country’s 

overall economy.  

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

with China CFR prices ranging $118-123/t. TSI quoted Qld FOB at $113.60/t; and 

China CFR at $118/t. Among Dalian HCC prices, Sept-14 contract prices traded  

RMB 7/t lower to RMB 713/t, while the Jan-15 contract traded RMB 24/t lower at 

RMB 772/t. Sept-14 coke prices traded RMB 28/t off at RMB 982/t, while the  
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Jan-15 contract traded RMB 30/t lower at RMB 1,086/t. China’s coke production 

decreased 2.1% from June to 40.24mt in July, but increased 2.8% year on year.  

For the period of January to July, China produced 274.4mt of coke, down 0.5% from 

the level a year ago.  

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 2 050 2 026 2 050 2 027 -24 -1.17 2 026.00 -14 -17.00 
Copper 6 955 6 885 6 973 6 874 -70 -1.01 6 925.50 -100 11.50 
Lead 2 257 2 220 2 260 2 210 -37 -1.63 2 230.50 -30 -11.50 
Nickel 18 740 18 560 18 850 18 549 -180 -0.96 18 580.00 -270 -87.00 
Tin 22 500 22 400 22 500 22 350 -100 -0.44 22 480.00 5 -48.00 
Zinc 2 325 2 283 2 329 2 282 -42 -1.82 2 297.00 -32 -12.25 
          

LME inventory  Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 4 899 825 4 904 400 0 4 575 -4 575 -558 250 2 826 650 58 384 952 
Copper 141 350 141 350 0 #N/A N/A 0 -225 075 21 975 16 150 465 
Lead 215 900 215 900 0 0 0 1 450 6 350 3 55 967 
Nickel 320 754 320 448 630 324 306 59 118 87 912 27 88 187 
Tin 12 775 12 755 60 40 20 3 090 2 435 19 8 393 
Zinc 727 950 725 075 3 050 175 2 875 -205 525 60 400 8 156 519 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 14145 14115 -70  Ali Feb'14 - - - - 
Copper 49300 49030 -480  Cu Feb'14 313.25 313.1 -0.15 -0.05 
Zinc 22 500 22 400 0       
          
          

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

   

Gold 1 315.00 1 312.00 1 315.15 1 304.93 1 312.80 4.30    
Silver - 19.90 20.08 19.71 19.81 -0.20    
Platinum 1 472.00 1 471.00 1 474.63 1 461.50 1 466.50 -2.00    
Palladium 881.00 881.00 882.40 875.20 880.70 5.70    
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.052 0.074 0.098 0.134 0.196     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.156 0.196 0.2331 0.3289 0.5553     
          

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

200-day 
MA 

Support Resistance   

Gold 52.6 1 304.25 1 303.00 1 296.45 1 284.22 1 307.61 1 317.17   
Silver 45.47 19.98 20.34 19.98 20.13 19.79 20.00   
Platinum 49.5 1 467.65 1 474.14 1 459.24 1 434.24 1 465.21 1 473.08   
Palladium 59.03 864.95 870.75 832.68 783.69 879.12 883.42   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX PAL NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1316.2 19.93 881.6 1469.9 1315.2 4315 1312.8   
Open Interest 368114 158219 44458 64763 1227 94935 11   
Change in Open Interest -26318 24932 8120 3729 -39 -7807 -302   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 117.069 0.01 116.997 0.10 117.307 0.10 117.741 0.03  
Gasoil 0.1% Rdam ($/mt) 880.25 5.25 884.25 5.00 887.25 5.00 899.25 4.75  
NWE CIF jet ($/mt) 952 -0.43 944.86 0.84 947.02 0.90 949.88 0.34  
Singapore Kero ($/bbl) 117.173 0.06 117.187 0.15 117.437 0.15 117.891 0.13  
3.5% Rdam barges ($/mt) 564.704 5.02 563.88 8.81 562.415 8.18 565.163 7.86  
1% Fuel Oil FOB ($/mt) 569.57 3.68 574.63 7.46 576.77 7.22 578.79 7.49  
Sing FO180 Cargo ($/mt) 596.51 5.58 593.88 9.38 593.144 8.73 594.246 7.76  
          

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 375.52 0.00% 2.75% 0.81% 11.10% 1.68% 
China Tangshan Steel Billet $/t 439.00 -0.45% -1.79% -4.77% -6.99% -16.06% 
China HRC export (Shanghai FOB) $/t 512.00 -0.78% -0.19% -1.16% -4.30% -4.30% 
North Europe HRC domestic (ex-works) $/t 415.00 0.00% 1.22% -3.49% -6.74% -6.74% 
North America HRC domestic (Midwest FOB) $/t 678.00 -0.59% 1.95% -1.88% 3.20% 4.31% 
       
Steel—Futures       
LME Billet Cash  $/t 416.50 -0.12% 6.52% 8.18% 15.69% 196.97% 
LME Billet Futures (1-mth) $/t 417.25 -0.30% 6.71% 8.10% 15.90% 194.36% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 497.31 0.15% 6.36% -7.53% -4.73% -9.99% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
China Steel Inventory (million tonnes) 12.46 -1.04% -3.42% -19.36% -31.26% -15.88% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 93.20 -2.92% -4.80% -9.95% -24.35% -34.73% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 80.70 -0.12% -1.10% -11.61% -27.56% -37.92% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 93.91 -1.23% -3.76% -10.20% -23.69% -31.03% 
China Iron Ore Inventory (million tonnes) 103.06 -1.44% -3.29% -1.16% 6.37% 49.54% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 113.85 0.00% 0.00% -1.85% -9.50% -18.39% 
       
Capesize freight       
Saldanha South Africa-Beilun China 13.35 0.00% 0.00% -4.30% -4.64% -7.29% 
       
Financials pricing       
RMB Currency 6.15 -0.13% -0.85% -1.21% 1.43% 0.55% 
China 7-day repo 3.52 0.57% -6.88% 10.00% -19.27% -8.69% 
API2 (CIF ARA) 2206.47 0.86% 6.77% 7.74% 4.28% 5.06% 

Source: LME, Bloomberg, Standard Bank Research 
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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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