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Silver price bias down on lacklustre 
China imports  
China’s silver imports declined in July, to 97mt, from 107mt in June. YTD, China has 
imported 912mt, up from 692mt for the same period in 2013. Though this year’s import
numbers are ahead of 2013 due to a strong January and February, the 2014 imports are 
still well below those of 2010–2012. We therefore maintain that silver’s 
fundamentals cannot incur further price momentum. For silver to move up, China
would need to ramp up imports — which we believe unlikely because China’s current 
silver stocks are likely sufficient (see Commodities Quarterly Preview dated 27 June 
2014).  

Generally, we foresee that China will have lacklustre precious metals imports in H2:14 —
except for palladium; we estimate that the bias lies towards China importing more
palladium in H2:14. However, for silver the bias lies to China importing less metal in
H2:14 than in H1:14. This is premised on the fact that since 2011, H2 has been
characterised by seasonal weakness, with silver imports declining m/m September 
through to December. What would change this trend? A sharp decline in the silver price.
So, given that seasonal weakness starts in September, combined with the fact that we 
foresee mine supply rising and also a risk to ETF liquidation should interest rates rise, we 
maintain that the price bias for silver lies indeed to the downside.  

However, on a short-term tactical view, COMEX open interest suggests that silver shorts 
have increased substantially in recent days — and a rally in gold could trigger silver
short-covering. For now, silver is sticking to the last year’s $18.50 - $22 range. A break 
below $18.50 could see it enter a new and lower trading range of $15 - $17. 

By Walter de Wet

 

China silver imports 

 

Source: China Customs, Standard Bank Research 
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Base metals 

Copper has dominated the base metals complex this morning, with the metal surging 
higher and continuing to remain well supported heading into Friday afternoon. The rest 
of the base metals are, by way of contrast, very quiet, trading sideways and on the back 
of very thin volumes ahead of Yellen’s speech at Jackson Hole this afternoon. 

Copper has rallied strongly this morning, trading above $7,050 and on the back of good 
turnover. The Chinese physical market remains well supported, with physical copper in 
Shanghai trading at a 390 CNY premium against the September SHFE contract.  
The physical market in China has remained tight for the past week, with a 10.3kt fall in 
SHFE inventory this morning reinforcing that view. The fall in inventory was seen in 
both bonded and domestic warehouses monitored by the exchange, with bonded 
inventory falling 3.6 kt and domestic stocks falling 6.7 kt. Along with tighter physical 
markets has been an improvement in the SHFE-LME arbitrage which has narrowed to a 
$76/mt loss this morning. LME inventory is little changed, though it’s worth noting 
that there remains a dominant holder of copper warrants with one participant in the  
80-89% band for both cash and tom warrants. 

Aluminium has traded sideways into Friday afternoon though there are signs of the 
metal coming to life heading into US trade. LME Select turnover is very poor indeed 
however with less than 3,500 lots trading on-line by the start of the LME 2nd Ring 
Session. As with copper, there is a dominant holder of warrants, with one participant in 
the 50-79% band for both cash and tom warrants.  

Lead and zinc are equally quiet, trading sideways, while nickel has virtually been 
forgotten about with less than 600 lots trading on LME Select by the start of the LME 
2nd Ring trading session. Tin has meanwhile had a relatively busy morning with a jump in 
cancelled warrants in Malaysia (Port Klang +600 mt and Johor + 130 mt) helping see 
on-warrant inventory fall 980 mt this morning. Tin has recovered from yesterday’s 
sharp selloff, though the metal continues to struggle overall and has simply returned to 
the range it has occupied since the beginning of August.  

By Leon Westgate 

 

Precious metals 

Precious metals markets have settled after the price decline of yesterday. Gold is 
hanging onto the $1,280 level, just below key resistance at $1,284. We expect little 
movement ahead of Fed chairperson Yellen’s speech at the Jackson Hole conference 
later today.  

The focus of the Jackson Hole conference will be on labour markets, with the attention 
on how much slack the FOMC thinks there is still in the US labour market. While Mrs 
Yellen has in the past been concerned about the labour market slack, and as a result 
quite dovish, she will be speaking for the FOMC committee and as a result her speech 
may be more hawkish than her normal tone. This of course would be negative for 
precious metals, gold in particular. A move lower would drag other base metals lower 
too.  

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

Our view on other base metals remains unchanged. Overall, we believe downside for 
platinum is becoming compressed. That said, we believe platinum price bias still lies to 
the downside – especially with our view that gold likely to see selling too. We still see 
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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 crunched lower into the close yet again today, after rallying 
upwards until mid-morning initially, on the back of continuing negative industry 
sentiment, amid rumours of weak bank loans at the start of August. Meanwhile, the 
State Council is making “noises” about potential further stimulus – however for key 
projects only, rather than any wholesale help. Until such time that PMIs go negative, 
this messaging is likely to remain the same despite investor hopes for more.  

Shanghai Equities rose 0.46% to 2,241 points. The China Securities Journal 
“suggested” the State Council may accelerate major infrastructure projects, having 
found “problems” during an inspection with the implementation of measures over the 
past two months, as part of plans to “toughen” its mini-stim measures to “stabilise” 
economic growth – we expect further shantytown developments to form part of this.  
Beijing may also be considering reducing the down payments required for second homes 
– which would be a new stimulus measure if implemented. China is building a high-
speed railway from Dalian to Yantai for RMB 200bln, which will take just 40mins, 
compared to 6.5 hours by ferry. Soho China property CEO says asset prices still need to 
adjust to reflect China’s slowing economy, with M&A opportunities still limited.   
 

Shanghai 7-day interbank rates remained at 3.39%, on the back of looser monetary 
conditions this week, with a net RMB 11bn injected. The Market is suggesting August 
new lending has been extremely weak for the 4 big banks, amounting to only  
RMB 32bn. Next week, RMB 65bn of repos will mature, although the next round of 
IPOs (x10) begins next week.  ICBC is looking to raise $5.7bln in offshore funding via 
seven banks via the sale of Tier 1 subordinated securities.  Spot Currency traded back 
higher at 6.1544, while the PBOC reference rate set at 6.1617.  

Shanghai Rebar Futures Jan-15 contract rose RMB 3/t to RMB 2986/t, while the Oct-
14 contract also rose RMB 3/t to RMB 2999/t in a volatile day.  Dazong HRC Nov-14 
futures closed at RMB 3,233/t, falling RMB 3/t, while SHFE HRC Oct futures rose 
RMB 62/t to RMB 3,212/t. Among physical steels, Tangshan billet prices fell RMB 
20/t to RMB 2,630/t, while off RMB 40/t w/w. Rebar prices fell RMB 20/t in 
Shanghai (off RMB 60/t w/w), their lowest level in eight years, while falling RMB 10/t 
in Beijing (off RMB 40/t w/w). HRC prices fell RMB 20/t in Shanghai (off RMB 70/t 
w/w) while falling RMB 10-20/t in Beijing. Rebar national warehouse stocks fell 
0.026mt w/w to 5.6mt, although rising in both Shanghai and Beijing, while HRC stocks 
fell 0.018mt w/w to 2.9mt. 

Dalian Commodity Exchange IO active Jan-15 contract prices fell RMB 4/t to  
RMB 643/t, while the Sept-14 contract fell RMB 3/t to RMB 662/t. 230,000 tonnes 
have reportedly been delivered against its September ore contract. Chinese iron ore port 
stocks rose 0.13mt w/w to 110.8mt, smaller than we had expected. ON the policy 
front, China’s NDRC is studying ways to improve the tax burden on its steel industry, 
and maintain stable operations at their domestic IO mines, with one option to begin 
levying the IO resources tax on the basis of sales prices, rather than volumes. 

Among physical iron ore, Vale tendered an IOCJ Fe 63.63% Sept-cargo at $97.51.  
RioT tendered a PB fines Fe 61% Sept-cargo at $91.50/t to a trader. On globalORE, a 
number of trades transacted. An MNP Fe 62% Sept-cargo at $88/t, followed by a 
second cargo at $89/t. A PB fines Oct-cargo, then a Sept-cargo traded at index flat 
then at index + 50 cents. Finally another MNP Oct-cargo transacted at $90/t, while 
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another (Oct-cargo) traded at index + 10 cents. We think most of this tonnage was 
transacted to international traders on the basis of an $88/t prior support level. We 
hope technical work in their favour – however, today’s Chinese financial close and news 
of VERY poor early-August lending data, suggests more may be at play for further 
downside.  

The TSI Fe 62% China CFR price index fell $1.80/t to $91.10/t (MTD: $93.96/t). 
The Platts Fe 62% index  fell $2/t to $89.75/t (MTD: $93.89/t), while the TSI Fe 
58% index fell 80 cents to $79.30/t (MTD: $/t). The Metal Bulletin Fe 62% index fell 
$1.43/t to $90.34/t, while its Fe 58% index fell 21 cents to $72.66/t.  

In IO supply news, MMX may look to sell its 35% stake in the Sudeste Superport to 
meet its rising liabilities, having sold a 65% stake earlier for $400m.  

The Baltic Exchange Cape index shifted 2.3% lower to $/day, with C3 off 2% at 
$23.91/t and C5 off 3% at $9.205/t. FFA Q3 capes are trading in the $19,500/day 
range, with Q4:14 at $26,000/day.  

For Q4:14 thermal coal prices, API 2 is trading at $77.65/t; API 4 is trading at 
$72.30/t; while Newcastle is trading at $71/t. Among physical trades, a DES Nov-
cargo traded at $76.50/t, off 75 cents, while a NEWC Nov-cargo traded at $69.75/t, 
up 50 cents from Wednesday.  

Ukrainian forces won further ground overnight, while destroying military equipment. 
Putin has played his next card: A Russian humanitarian convoy has rolled over into 
Ukraine with “rebel” protection, without Ukrainian agreement or Red Cross 
participation, representing a “direct invasion”. Despite this, Ukraine is suggesting while 
they did not agree, they have let them in, although reserve the right to attack, but for 
now de-escalating tensions again. This complicates matters ahead of Merkel’s meeting 
tomorrow in Kyiv and the Minsk summit next week. Everyone will be watching how both 
EU and US diplomats act from here.    

Zhengzhou Futures Sept-14 thermal contract prices traded up RMB 1.2/t at RMB 
472.8/t, while the Jan-15 contract traded RMB 0.8/t higher to RMB 518.6/t — 
provided with better confidence about output curbs. Total Chinese thermal port stocks 
continued to fall, down 0.1% d/d and 3.5% w/w to 16.23mt, with QHD coal stocks 
lifting to 5.64mt, up 0.5% d/d, but down 2.1% w/w, and GZ port stocks rising to 
3.03mt, up 0.7% d/d but down 0.9% w/w.  Coal stocks at China’s six key coastal 
power groups have fallen to 13.58mt, although representing a higher stock cover ratio 
of 24 days, suggesting that coal burn rates have fallen, particularly given recent “less 
hot” weather in Shanghai.  

Raw coal output in Shanxi, dropped 7.45% from the previous month to 84.72mt in 
July. This was however an increment of 18.9% from the prior-year period, the third 
consecutive year-on-year increase. Over January-July this year, the province produced a 
total 563 mt of raw coal, increasing 4.2% year-on-year. China’s apparent natural gas 
consumption lifted 3.1% in July. 

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 (MTD: 
$113.85/t), while China CFR printed at $119.30/t (MTD: $118.46/t. BHPB is said to 
be offering Sept-cargoes at $118/t for Peak Downs and $115/t for Goonyella.  
The Ukrainians are importing more met materials, including from Russia, due to internal 
disruptions.  

Among Dalian HCC prices, Sept-14 contract prices traded RMB 2/t higher to  
RMB 739/t, while Jan-15 contract prices traded up RMB 4/t at RMB 795/t. Sept-14 
coke prices traded RMB 6/t up to RMB 1,006/t, while the Jan-15 contract closed at 
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RMB 1,103/t, up RMB 5/t. China’s coking coal imports declined 11.71% m/m and 
14.1% y/y to 5.05mt in July. Over January-July this year, China has imported 36.01mt 
of coking coal, down 12.56% y/y. China’s exports of coke stood at 43,361 tonnes in 
July, plunging 67.25% from June and down 59.3% y/y. Over January-July, China 
exported a total of 484,139 tonnes of coke, off 29.52% y/y. 

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 2 074 2 059 2 079 2 057 -15 -0.72 2 058.50 22 -8.75 
Copper 7 019 7 015 7 046 6 974 -4 -0.06 7 003.00 81 22.00 
Lead 2 250 2 247 2 264 2 238 -3 -0.13 2 254.00 19 8.00 
Nickel 18 873 18 825 18 973 18 755 -48 -0.25 18 730.00 -50 -80.00 
Tin 22 380 22 200 22 405 22 000 -180 -0.80 22 275.00 -115 -44.00 
Zinc 2 356 2 362 2 371 2 341 6 0.25 2 351.00 19 -2.00 
          
LME inventory  Today Yesterday In Out One day 

change 
YTD change 

(mt) 
Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 4 843 275 4 851 850 350 8 925 -8 575 -614 800 2 552 750 53 175 858 
Copper 146 325 146 425 0 100 -100 -220 100 21 850 15 145 221 
Lead 217 200 217 200 0 0 0 2 750 6 100 3 55 297 
Nickel 325 788 324 714 1 098 24 1 074 64 152 89 358 27 64 376 
Tin 13 235 13 485 0 250 -250 3 550 3 745 28 9 069 
Zinc 734 600 735 200 0 600 -600 -198 875 60 950 8 102 190 
          
Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 14350 14335 25  Ali Feb'14 - - - - 
Copper 50020 50370 480  Cu Feb'14 319.5 321.5 2 0.63 
Zinc 22 380 22 200 0       
          
Precious metals          
 AM Fix PM Fix High bid Low offer Closing bid Daily 

change 
   

Gold 1 281.00 1 275.25 1 292.18 1 273.03 1 276.70 -18.93    
Silver - 19.40 19.51 19.32 19.43 0.00    
Platinum 1 423.00 1 419.00 1 430.63 1 413.75 1 416.50 -16.75    
Palladium 882.00 877.00 879.90 864.80 878.70 -2.10    
          
Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.0975 0.1125 0.13 0.15 0.215     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.155 0.19375 0.2349 0.327 0.5561     
          
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 

MA 
200-day 

MA 
Support Resistance   

Gold 44.95 1 299.32 1 298.75 1 296.57 1 284.48 1 277.33 1 283.98   
Silver 42.71 19.67 19.95 19.96 20.08 19.45 19.61   
Platinum 41.41 1 448.00 1 459.63 1 459.44 1 434.09 1 417.63 1 427.25   
Palladium 56.81 881.57 873.03 838.71 787.90 879.77 884.52   
          
Active Month Future COMEX 

GLD 
COMEX SLV NYMEX PAL NYMEX 

PLAT 
DGCX GLD TOCOM 

GLD 
CBOT GLD   

Settlement 1282 19.59 882.5 1419.3 1282 4275 1275.4   
Open Interest 366352 167472 43620 62187 1820 96136 3   
Change in Open Interest -28080 34185 7282 1153 554 -6606 -310   
          
Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 116.545 0.08 115.607 0.27 115.559 0.18 116.152 0.25  
Gasoil 0.1% Rdam ($/mt) 861.25 2.00 864.75 1.75 868.5 2.25 886 1.75  
NWE CIF jet ($/mt) 944.06 0.66 929.51 1.46 931.89 2.33 939.71 1.24  
Singapore Kero ($/bbl) 116.437 0.00 115.357 0.10 115.509 0.07 116.182 0.17  
3.5% Rdam barges ($/mt) 561.097 -0.10 559.769 1.06 557.711 0.97 560.103 0.78  
1% Fuel Oil FOB ($/mt) 566.58 -0.47 568.9 -0.37 570.49 -0.01 572.56 -0.42  
Sing FO180 Cargo ($/mt) 593.865 0.06 590.844 1.70 589.011 1.14 589.415 0.97  
          
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 0.00% 4.26% 3.25% 10.98% 1.70% 
China Tangshan Steel Billet $/t 439.00 0.00% -0.90% -2.88% -6.99% -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% 1.19% -1.16% 5.59% 4.29% 
       
Steel—Futures       
LME Billet Cash  $/t 417.00 0.00% 0.24% 7.47% 15.83% 187.59% 
LME Billet Futures (1-mth) $/t 421.00 0.96% 0.24% 6.58% 17.27% 178.81% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 493.39 -0.77% -4.66% 2.20% -3.78% -12.89% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
China Steel Inventory (million tonnes) 12.41 0.00% -2.65% -16.53% -35.09% -15.52% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 91.90 -1.61% -3.67% -6.98% -23.35% -33.26% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 80.10 -1.48% -0.37% -4.07% -27.71% -37.86% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 93.02 -1.34% -2.30% -8.80% -23.36% -31.57% 
China Iron Ore Inventory (million tonnes) 101.78 0.00% -4.52% -4.20% 5.08% 47.42% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 113.90 0.00% 1.02% -1.81% -9.96% -18.79% 
       
Capesize freight       
Saldanha South Africa-Beilun China 17.20 0.00% 30.80% 23.30% 18.62% 7.84% 
       
Financials pricing       
RMB Currency 6.15 0.09% -0.82% -1.32% 0.91% 0.51% 
China 7-day repo 3.45 -2.27% -32.35% 1.17% 5.50% -18.82% 
API2 (CIF ARA) 2240.81 0.63% 7.97% 10.86% 7.90% 8.40% 
Source: LME, Bloomberg, Standard Bank Research 
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