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Chinese copper trade 
figures 
The latest Chinese trade data for July show a continued reduction in refined imports of
copper since the highs seen in January, with the fall being attributed to recent issues in 
Qingdao and a reduction in demand for financing activity. We do note however that the 
reduction is more or less in line with normal seasonal patterns, while a fall in refined
exports suggest that any initial panic has subsided. 

Looking at the 6-month MA, refined imports are levelling off and it instead looks like
China is going through a period of digesting refined imports in bond. It’s also worth
noting that falling Chinese refined imports haven’t been matched with rising LME
inventory levels. With SHFE stocks also under pressure over the past few months, it
appears that the refined market remains tight and that any drop-off in finance related 
demand has had a minimal impact.  

Copper scrap imports have meanwhile picked up strongly, with the 6m-MA also turning 
around after a fairly pronounced and likely price-related downswing. Scrap may be
helping to fill any shortfall in refined availability, which also lends weight to the
argument that real Chinese demand is emerging as a factor rather than simply Chinese 
demand just being a financing game.  

Looking at imports of copper concentrates, they have also moderated. This is likely a 
function of the surge in concentrate imports seen in H2-13 and issues at various 
copper mines so far this year. Given on-going problems with levels of impurities in
copper concentrates, and difficulty finding adequate blend stock in the first part of this
year with both Grasberg and Batu Hijau being disrupted by the Indonesian ore ban, it
seems likely that copper-in-concentrate imports may have fallen even farther than the
headline copper concentrate figures suggest, as participants may have diluted
impurities by reducing the average grade of the entire concentrate.  

The key will be how copper trade evolves over the next few months. Fears that there 
would be a flood of copper coming out of China in the wake of Qingdao can be put to
bed it seems, while the lack of significant inflows of copper into LME sheds also
suggests metal isn’t being displaced quite as much as initially feared and that maybe 
copper demand is stronger than many expected. Scrap copper is meanwhile coming
back to the market, helped by stable prices and decent demand.  

As for concentrates and the big question of when Chinese smelters will hit their stride,
falling concentrate grades, issues with impurities, and quite how much copper is
absorbed before new smelting capacity starts to push fresh copper into the market are
confusing an already uncertain picture. For the moment, judging by domestic Chinese
physical tightness, it seems that incremental output form Chinese smelters is being
drip-fed into the market and, for the moment at least, is being well absorbed. 

By Leon Westgate
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Base metals 

The base metals are a little softer heading into Thursday afternoon, however, 
considering that the China HSBC Manufacturing PMI released overnight was so poor, 
and that the Fed minutes also striking a more hawkish tone than anticipated, the base 
metals are holding up very well indeed.  

The HSBC manufacturing index came in at 50.3 vs. expectations of 51.5. With bad data 
being seen as providing ammunition for stimulus, the effect has been fairly limited, with 
copper only trading some $15 below yesterday’s close.  

Copper remains well supported and continues to see a dichotomy between nearby 
spread tightness and more benign spreads farther forward. We have noted in previous 
reports how incongruous this situation appears and we continue to think that, given the 
current tightness in the physical market, that the farther-dated spreads will tighten up 
accordingly. LME on-warrant stocks have increased this morning, though the inflow was 
a modest 1,400 mt increase at New Orleans.  

Elsewhere, aluminium has traded sideways, while lean and zinc have been well supported 
and are pushing up towards Wednesday’s intraday highs. Nickel and tin have been the 
laggards, though nickel does seem to be consolidating after Wednesday’s rally at least. 
Tin remains the forgotten metal and is drifting back towards $23,000.  

By Leon Westgate 

Precious metals 

Gold is trading at $1,280 - below key support at its 200d MA at $1,284. The FOMC 
minutes were more hawkish than the gold market anticipated. We believe the price risk 
lies to the downside. Although the SGE premium in gold is marginally firmer this 
morning, buying from Asia does not seem strong enough at the moment to push prices 
back above the $1,284.  

Gold support is at $1,272 and $1,264. Resistance is at $1,284 and $1,297.  

This morning saw the release of China platinum and palladium import data for July.  
In line with our expectations, platinum imports are lower m/m. China imported 152Kozs 
during July, down from 160Kozs in June. This is the lowest platinum import number 
since February last year. YTD imports are falling further behind imports seen any time 
since 2009. Up to July, China has imported 1.33mozs, compared with 1.7mozs over 

China refined copper trade 
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the same period in 2013, and 1.55mozs in 2012. We think market may be too 
optimistic on jewellery demand this year.  

China’s palladium imports were slightly lower m/m in July at 70Kozs, down from 81Koz 
– possibly due to the higher price of palladium. However, import levels remain higher 
than we have seen in 2013. We continue to believe China will remains decent imports of 
palladium in H2:14. We also note that according to Swiss customs data, Russia has not 
increased exports to Zurich vaults in July, despite the higher palladium price. 

Overall, we believe downside for platinum is becoming compressed. But today confirmed 
our view that strong jewellery demand remains elusive. Platinum price bias still lies to 
the downside – especially with gold likely to see selling too. We continue to see value in 
platinum below $1,400, conditional on the gold price finding some support on 
approach of $1,250. For palladium, downside may extend to the $835 – $850 range. 

By Walter de Wet 

Bulks 

Chinese financial steels continued yesterday’s collapse, with SHFE Jan rebar futures 
remaining below 3000, on the back of an extremely poor showing by the HSBC flash 
manufacturing PMI, printing at 50.3 compared to 51.5 “expected” and 51.7 prior.  
As mentioned yesterday, we are not surprised by the result – given a) poor July lending 
data, which is the fodder from which August would feed; 2) the recent currency 
appreciation; and 3) slowing EU growth – leading to lower trade. Steel is the key 
Chinese lead indicator, and it warned us all… China grew ahead of itself and now 
undergoes the structural change necessary to eliminate over-invested capacity in 
twilight industries and improve over-extended balance sheets, after living high on the 
glut of debt for the past 5 years. In July, pig iron retracted y/y, with August potentially 
worsening, suggesting China’s underlying economic conditions have zero to negative 
growth despite the official 7.4% print.   

Shanghai Equities sold off 0.44% to 2230 points today, concerned that China’s 
recovery may be faltering – and suggesting the magical 2250 figure will remain well out 
of reach for investors for now. HSBC PMI new orders fell from 53.3 in July to 51.3 in 
August – still suggesting expansion, just weaker.   

Shanghai 7-day interbank rates remained at 3.44%. The PBOC sold RMB 10bn in  
14-day repurchase agreements at 3.7% today, leading to a net injection of RMB 11bn 
this week. Next week, RMB 65bn matures. Spot Currency traded at 6.1518, while the 
PBOC reference rate set at a higher rate of 6.1632. China is planning up to 50% pay 
cuts for SOE executives.  

Shanghai Rebar Futures Jan-15 contract dropped RMB 7/t to RMB 2983/t, while the 
Oct-14 contract fell RMB 31/t to RMB 2993/t. Dazong HRC Nov-14 futures closed at 
RMB 3,236/t, falling RMB 21/t, while SHFE HRC Oct futures rose RMB 6/t to  
RMB 3,274/t. Among physical steels, Tangshan billet prices dropped RMB 10 to  
RMB 2,650/t. Rebar dropped another RMB 20/t in Shanghai (despite better weather) 
and RMB 10/t in the Beijing market. HRC dropped RMB 20/t in Shanghai and  
RMB 10/t in Beijing. Shandong Steel dropped its Rebar prices by RMB 40/t, while 
Shagang cut its rebar prices by RMB 70/t due to overstocking and falling underlying 
demand in China’s manufacturing and property sectors during August.  

Too much ore and not enough growth characterised yet another trading day for iron 
ore. Dalian Commodity Exchange IO active Jan-15 contract prices rose RMB 1/t to 
RMB 647/t, while the Sept-14 contract fell RMB 4/t to RMB 665/t. Among physical 
iron ore, no deals were recorded apart from one FMG Fe 56.4% cargo at $74.30/t —  
a somewhat ominous sign, with bids below $90/t for Sept-cargoes and port materials 
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trading c.RMB 5/t lower at least. We expect Chinese port stock statistics tomorrow to 
print higher again, given the lacklustre trading this week. IOCJ intends to conduct a 
tender tomorrow.  

The TSI Fe 62% China CFR price index fell 40 cents to $91.90/t (MTD: $94.22/t). 
The Platts Fe 62% index fell 50 cents to $91.75/t, while the TSI Fe 58% index fell  
80 cents to $80.10/t (MTD: $80.78/t). The Metal Bulletin Fe 62% index fell 61 cents 
to $91.77/t, while its Fe 58% index fell 36 cents to $72.87/t. Mysteel’s Fe 62% 
index fell 75 cents to $91.25/t, while its Fe 58% index dropped 50 cents to 
$79.50/t. 

In IO supply news, one Brazilian miner (MMX) looks set to shut up shop, while another 
(Vale) plans massive expansions to regain the market share lost over the past 10 years 
— whether the market needs the tonnes or not. Already this year, we have seen the 
effects of what too much supply in one ore category can do to price and premia, with 
FMG effectively competing against itself. As we have warned many times, the growing 
impact on scrap – already noticeable in the widening gap between Chinese pig iron and 
steel monthly output rates – is also having an impact on the amount of supply required.  
We are always asked about our LT price forecasts as if they are a single magical number, 
when in reality, decisions by individual suppliers have the power to wield enormous 
changes to future returns.  

While on the subject of scrap, we note comment from one analyst regarding a switch 
from scrap to iron ore, given their relative price dislocations this year, which is likely to 
drive IO prices higher. We would simply suggest that one needs to a) look at the Chinese 
market versus the rest of the world and b) study the structure of global EAF/BF-BOF 
installations to understand that this analysis is spurious.    

India has raised the royalty paid on IO output from 10-15%, further impacting margins, 
particularly for exports. London Mining, scouring for a strategic partner, produced 
2.1mt in 1H14, exporting 1.7mt, up 5% y/y, while ramping up to 5.4mtpa, following 
debottlenecking. C1 Costs (excl. royalties) are at $57/wmt for the half, although June’s 
costs had dropped to $50/wmt. However, the company is now offering Ebola bonuses 
to staff and chartering flights for staff, which will increase 2H:14 costs. Capex ($20m) 
has been deferred “until” market conditions improve – we note in the IO swaps market, 
Cal15 is hitting new all-time lows below $90/t, following Vale’s Carajas EIA expansion 
approvals coming through yesterday.   

The Baltic Exchange Cape index shifted up 7% to $16,416/day, with C3 at $24.41/t 
and C5 at $9.49/t. FFA Q3 capes are trading in the $20,500/day range.  

EU flash PMIs fell in August, the 4th time in 6-months, from 53.8 to 52.8, pointing to 
GDP growth of just 0.3% y/y, with the future increasingly uncertain due to Russian 
sanctions.   

For Q4:14 thermal coal prices, API 2 is trading at $77/t; API 4 is trading at $71.50/t; 
while Newcastle is trading at $70.55/t. Among physical trades, an RB1 Oct cargo 
closed at $69.75/t, in line with yesterday. The Implied spreads have been widening on 
the back of weak Indian demand for coal, with the country’s 2Q imports actually off 
1.5% y/y and July off 3% y/y – so much for the Modi factor. German coal imports fell 
3% to 22.1mt in 1H:14. Exxaro exported 2.7mt of thermal in 1H:14, with total output 
at 18.8mt.  

Zhengzhou Futures Sept-14 thermal contract prices traded RMB 0.4/t off at  
RMB 471.6/t, while the Jan-15 contract traded up RMB 0.2/t to RMB 517.8/t. 
China’s NDRC is to fine coal miners exceeding their annual registered output limits, in 
the face of falling prices.  
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Total Chinese thermal port stocks continued to fall, down 0.5% to 16.25mt, with QHD 
coal stocks keeping flat today at 5.61mt, and GZ port stocks lifting to 3.01mt, up  
1.7% d/d. Power consumption in China’s four energy-intensive industries rose to 
150.5 TWh in July, up 5.0% y/y and 0.2% m/m. Over January-July, the four industries 
consumed a total 981.9 TWh of electricity, up 4.6% y/y.  

Premium Hard Coking Coal spot prices are trading in the $109-114/t Qld FOB range, 
with China CFR prices ranging $119-124/t. TSI FOB Qld printed at $113/t, while 
China CFR printed at $119.30/t. Among Dalian HCC prices, Sept-14 contract prices 
traded RMB 2/t higher to RMB 737/t, while Jan-15 contract prices rose RMB 3/t 
higher to RMB 791/t. Sept-14 coke prices traded RMB 2/t up to RMB 1000/t, while 
the Jan-15 contract closed at RMB 1,098/t, up RMB 3/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 2 017 2 039 2 047 2 013 22 1.08 2 037.00 9 -18.00 
Copper 6 903 6 868 6 927 6 856 -36 -0.52 6 922.00 -13 21.65 
Lead 2 218 2 226 2 238 2 217 9 0.38 2 235.50 -5 0.00 
Nickel 18 525 18 550 18 670 18 517 25 0.13 18 550.00 130 -85.00 
Tin 22 400 22 400 22 450 22 375 0 0.00 22 390.00 -10 -39.00 
Zinc 2 285 2 302 2 318 2 283 17 0.73 2 332.00 19 -3.85 
          
LME inventory  Today Yesterday In Out One day 

change 
YTD change 

(mt) 
Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 4 863 350 4 872 050 0 8 700 -8 700 -594 725 2 560 800 53 239 925 
Copper 145 200 145 350 0 150 -150 -221 225 22 125 15 129 146 
Lead 215 600 215 600 0 0 0 1 150 6 100 3 70 542 
Nickel 324 840 324 678 222 60 162 63 204 88 380 27 73 118 
Tin 13 485 12 910 625 50 575 3 800 3 015 22 12 447 
Zinc 735 875 736 525 0 650 -650 -197 600 62 225 8 112 139 
          
Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 14190 14170 70  Ali Feb'14 - - - - 
Copper 49080 49050 70  Cu Feb'14 311.9 314 2.1 0.67 
Zinc 22 400 22 400 0       
          
          
Precious metals AM Fix PM Fix High bid Low offer Closing bid Daily 

change 
   

Gold 1 294.50 1 296.50 1 302.52 1 294.00 1 295.63 -2.77    
Silver - 19.42 19.72 19.39 19.43 -0.19    
Platinum 1 432.00 1 443.00 1 451.13 1 435.75 1 433.25 -9.25    
Palladium 870.00 896.00 897.13 877.15 880.80 -11.20    
          
Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.065 0.0825 0.1 0.135 0.205     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1555 0.19385 0.2321 0.3285 0.5511     
          
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 

MA 
200-day 

MA 
Support Resistance   

Gold 48.26 1 306.25 1 301.08 1 296.93 1 284.59 1 292.19 1 298.32   
Silver 42.07 19.76 20.06 19.97 20.10 19.44 19.55   
Platinum 42.55 1 459.88 1 465.19 1 460.00 1 434.34 1 426.71 1 439.33   
Palladium 53.87 877.30 872.65 836.90 786.46 865.58 878.73   
          
Active Month Future COMEX 

GLD 
COMEX SLV NYMEX PAL NYMEX 

PLAT 
DGCX GLD TOCOM 

GLD 
CBOT GLD   

Settlement 1295.6 19.52 870.3 1439.5 1294.8 4303 1295.1   
Open Interest 367902 165052 44286 64231 1549 96631 7   
Change in Open Interest -26530 31765 7948 3197 283 -6111 -306   
          
Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 116.336 0.16 115.161 0.32 115.203 0.22 115.851 0.21  
Gasoil 0.1% Rdam ($/mt) 857.5 1.75 862 2.00 865.75 2.25 883.75 2.75  
NWE CIF jet ($/mt) 943.38 -0.11 928.36 -0.01 928.81 0.08 937.33 0.77  
Singapore Kero ($/bbl) 116.428 0.13 115.361 0.25 115.473 0.22 116.124 0.24  
3.5% Rdam barges ($/mt) 559.491 0.35 554.124 0.63 552.782 1.12 556.24 1.91  
1% Fuel Oil FOB ($/mt) 565.97 -1.12 566.16 -3.06 567.41 -1.82 574.2 0.68  
Sing FO180 Cargo ($/mt) 592.028 -0.11 584.899 -0.19 584.007 0.99 585.44 1.80  
          
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 377.63 0.56% 4.26% 3.25% 10.98% 1.70% 
China Tangshan Steel Billet $/t 439.00 0.00% -0.90% -2.23% -7.19% -15.74% 
China HRC export (Shanghai FOB) $/t 510.00 -0.39% -0.58% -0.78% -3.77% -5.03% 
North Europe HRC domestic (ex-works) $/t 415.00 0.00% 0.61% -2.35% -6.74% -6.74% 
North America HRC domestic (Midwest FOB) $/t 680.00 0.29% 1.49% -1.16% 4.45% 4.29% 
       
Steel—Futures       
LME Billet Cash  $/t 416.25 -0.12% 0.06% 7.84% 15.63% 187.07% 
LME Billet Futures (1-mth) $/t 420.75 0.90% 0.18% 6.65% 17.20% 177.27% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 492.12 -1.05% -4.50% 1.21% -5.62% -14.02% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
China Steel Inventory (million tonnes) 12.41 -0.36% -2.65% -16.53% -35.09% -15.52% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 91.90 -1.39% -4.27% -6.70% -24.92% -33.31% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 80.10 -0.99% -0.37% -4.07% -27.84% -38.05% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 93.13 -0.49% -2.10% -8.32% -23.82% -31.52% 
China Iron Ore Inventory (million tonnes) 101.78 -1.24% -4.52% -4.20% 5.08% 47.42% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 113.90 0.00% 0.22% -1.81% -9.96% -18.79% 
       
Capesize freight       
Saldanha South Africa-Beilun China 17.20 0.00% 30.80% 23.30% 25.09% 7.84% 
       
Financials pricing       
RMB Currency 6.15 -0.02% -0.92% -1.31% 1.00% 0.46% 
China 7-day repo 3.50 -0.57% -12.50% 4.48% 16.67% -18.98% 
API2 (CIF ARA) 2230.46 1.09% 8.57% 10.15% 5.52% 7.60% 
Source: LME, Bloomberg, Standard Bank Research 
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Standard Bank Global | Commodities 
 21 August 2014 

9  

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) 
Limited; in Taiwan by The Standard Bank of South Africa; in Tanzania by Stanbic Bank Tanzania Limited; in Singapore by Standard 
Merchant Bank (Asia) Limited; in Swaziland by Standard Bank Swaziland Limited; in Zambia by Stanbic Bank Zambia Limited; in 
Zimbabwe by Stanbic Bank Zimbabwe Limited; in UAE by Standard Bank Plc – Dubai branch 

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 
written consent of Standard Bank Group Ltd. 

 
 


