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Commodities Daily 

Base metals 

The base metals were well supported overnight, helped by expectations that the weak 

Chinese loan data in July and the disappointing PMI figures in August will spark further 

stimulus measures in China. The metals have come back under pressure heading into 

the afternoon, with a stronger dollar helping to weigh on prices. Aside from aluminium, 

and to a lesser extent zinc, which have seen good two-way interest build-up, volumes 

elsewhere are pretty average. 

Nickel continues to trade in a very tight range, while volumes also remain subdued. 

Technically, the metal looks like breaking out of its recent trading pattern imminently, 

with options declaration tomorrow, and the presence of around 3,200 lots of options 

around the $18,500 strike (2,315 calls and 912 puts, with a further 1,004 puts at 

$18,250), likely to be responsible for the recent lack of price activity. Once those 

options have rolled off, there will likely be more intraday, with the next big 

concentrations of options open interest occurring in December.  

Copper has traded sideways, with a brief rally overnight running out of steam during 

the afternoon. Turnover is pretty disappointing, with the market still focused on what’s 

going on with the nearby spreads, with signs that tightness is returning once again, in 

spite of the dominant holder of warrants falling back towards the 40-49% band for 

both cash and tom warrants. The latest LME COT positioning has seen Money 

Managers increasing both their long and short positions over the past week, albeit with 

the Money Manager net long position, as a percentage of total open interest, 

increasing marginally from 7.40% to 7.44% as of the end of last week.  

Aluminium has seen very good two-way interest build up, with prices consolidating 

around $2,100. LME stocks continue to fall, declining a further 7,464 mt today, 

though, given that premia remain firm, there is little to suggest that the stocks are 

being consumed rather than heading off-warrant. While prices have rallied and visible 

stocks are falling, it’s worth remembering that deficits are needed to erode the stock 

overhang that has built up over the past 5 years or so. In other news, an accident at the 

Xinfa smelter in Xinjiang, which helped give aluminium additional boost overnight, is 

likely to have a minimal impact, with the 200 ktpa of existing capacity likely to be 

offline for 1-2 months. The additional 200 ktpy capacity expansion line at the smelter 

was scheduled to come on line later this year and is unlikely to be affected.  

Zinc has rallied very strongly and is leading the way in terms of base metals’ price gains. 

The metal has rallied above $2,380 and is heading back towards its late-July highs. 

The metal has attracted decent selling interest with this move, though unlike the rest of 

the base metals it has managed to dig in its heels pretty well so far.   

By Leon Westgate 
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Precious metals 

A sharp sell-off in gold, silver and palladium has been the main feature of the morning, 

with platinum also coming under pressure with the rest of the precious metals complex. 

A stronger dollar has helped to weigh on prices; however, triggering of stops was 

responsible for most of the damage. 

Palladium has been the main victim of the sell-off so far, falling over 2% and dropping 

below $890/oz. Arguably, the metal is merely consolidating and is back around where it 

was this time last week, with a break below $880 needed before people can start 

talking about a trend reversal.  

Platinum has also struggled and, while it hasn’t posted the same magnitude declines as 

seen in palladium, its technical picture looks worse with prices falling below recent lows 

and trading back around $1,410/oz, levels not seen since late April.  

Gold fell out of bed this morning, triggering a series of stops on the way. Prices briefly 

held around $1,275; however, another wave of selling kicked in, with the metal falling 

below $1,270. In the grand scheme of things, the gold price is back around levels seen 

in June, though its summer relief rally seems to be over.  

By Leon Westgate 

Bulks 

Chinese financial steels had a confused trading day, unsure whether or not to follow 

equities upwards in positive reaction to comments in the China Securities Journal 

regarding further potential “targeted” stimulus from Beijing – how much and which 

sectors remain key. While SHFE Jan-rebar largely finished flat, raw materials all finished 

higher. 

The China Securities Journal suggested that China is facing risks of an economic 

slowdown due to slowing exports, a high USD and low property investment growth 

domestically. As a result, further “targeted” relending and reserve requirement 

measures should be employed in 2H:14 to assist.  

To date, Beijing authorities have been reluctant to commit to wholesale changes to RRR 

levels or interest rate cuts or massive stimulus support measures for industry. Meanwhile 

they have expressed reluctance to help the property sector, beyond lifting home 

purchase restrictions in all but Top Tier cities. The PMI for Services – which includes 

property – will be released tomorrow. The market is obviously hoping that Beijing will 

react with something useful for both manufacturing and for property, after these are 

released – we expect them to fall into contractionary territory, after registering just 

“50” for July.  

Shanghai Equities rose 1.37% to 2,266 points (above 2250 prior resistance), as much 

due to the HK-SHA link-up and news that an Employee Share Ownership Scheme may 

be introduced by MOF for the finance sector as due to the theme that more negative 

property news is good news for stimulus potential. August property sales are believed to 

have dropped by 12% y/y, while Caixin reports that August loans for the Big 4 

amounted to only RMB 125bn, while deposits declined a massive RMB 450bn, partly 

due to competition from online financing institutions. Interestingly, Qingdao removed 

home purchase limits on a further 4 districts as of yesterday, after lifting from 2 districts 

in July. 

MOF also announced that tax breaks would be delivered for those investing in 

infrastructure projects, including docks and runways (3-year tax holiday and 50% tax 

rate for another 3 years) – something that the market has been waiting for if Beijing is 

to achieve the shift in funding from the public to private sector, given the potentially 
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lower returns. CSRC meanwhile announced that fees would be cut to open A-share 

trading accounts from RMB 90 to RMB 40 and institutions from RMB 900 to  

RMB 400.    

Shanghai 7-day interbank rates rose to close at 3.77%, with the PBOC conducting  

RMB 18bn in 14-day repurchase agreements at 3.7% today, leading to a net injection 

of RMB 22bn, given RMB 40bn in maturing repos this week. Spot Currency traded at 

6.1467, while the PBOC reference rate set at 6.1684.  

Shanghai Rebar Futures Oct-14 contract closed up RMB 5/t at RMB 2,861/t, while 

the Jan-15 contract closed off RMB 5/t at RMB 2,896/t. SHFE HRC Jan futures fell 

RMB 12/t to RMB 3,098/t. Among physical steels, prices continued to fall, as mills 

move to try to clear their August “overproduction” rates, relative to demand. Tangshan 

billet prices fell RMB 20/t to RMB 2,500/t, off RMB 160/t in just 2 weeks. Rebar 

prices fell RMB 20/t in both Shanghai and Beijing, off RMB 250/t in just a month and 

now running at decade lows. HRC prices fell RMB 30-40/t in Shanghai and RMB 20/t 

in Beijing, in panic moves to clear stale inventories. Meanwhile rumours abounded about 

more defaulting mills across the country.  

Dalian Commodity Exchange IO active Sept-14 contract prices lifted RMB 3/t to  

RMB 603/t, while the Jan-15 contract rose RMB 8/t to RMB 628/t. Among physical 

iron ore, RioT tendered a PB fines mid-Sept cargo at $86.51/t. On globalORE, 2 Fe 

58%-equivalent BHPB Yandi fines Oct-cargoes traded at index. Shandong port PB fines 

prices continued to fade by a further RMB 5/t at RMB 590/t.  

CBMX has transferred its physical platform to the newly formed Beijing IO Trading 

Centre Corporation (COREX) – while widening its shareholder base from only CISA to 

include Vale, BHPB, RioT, FMG, CITIC, Sinochem, Hebei I&S; Minmetals, Bao, Angang 

and Shougang, similar to globalORE. Meanwhile the NDRC has posted a lambast on its 

website about the IO price-setting mechanism still being opaque, with a small sample-

size determining daily pricing, while prices being set for LT contracts do not reflect the 

value of LT co-operation. 

The TSI Fe 62% China CFR price index fell 40 cents to $86.70/t (MTD: $86.90/t) – 

the lowest price since 19 Oct 2009. The Platts Fe 62% index remained unchanged at 

$87/t, while the TSI Fe 58% index fell 40 cents also to $76/t (MTD: $76.20/t). The 

Metal Bulletin Fe 62% index fell 39 cents to $87.40/t, while its Fe 58% index fell 20 

cents to $70.65/t. Argus Fe 62% printed at $85.35/t.  

In IO supply news, Vale is expecting to deliver its full Carajas +40mt programme into the 

market next year, compared to 10-20mt this year, following recent approvals.   

The Baltic Exchange Cape index shifted off 1.5% to $16,361/day, with C3 off 1.1% at 

$23.825/t and C5 off 1.3% at $8.782/t, while C4 is off 0.9% to $11.375/t and C7 

is off 0.6% to $9.945/t. FFA Cal15 capes are trading in the $19,000/day range, while 

Q4:14 is trading in the $24,300/day range.  

For Q4:14 thermal coal prices, API 2 is trading at $76.80/t; API 4 is trading at 

$70.40/t; while Newcastle is trading at $68.70/t. Among physical deals, a decent 

volume of cargoes traded, particularly in NEWC and RB1, all lower than yesterday. 

Q3:14 NEWC pricing negotiations with the Japanese are expected to kick off in the next 

week or so, adding to the interest being given by Chinese policy uncertainties over 

imports. It now appears that power plants are pushing back on the NDRC’s request to 

cut imports by 20mt in Q4, due to LT contracts and deals already in place. RBCT came 

back on line yesterday afternoon.  

Zhengzhou Futures Sept-14 thermal contract prices fell RMB 14.6/t to RMB 453.4/t, 

while the Jan-15 contract rose RMB 2.8/t to RMB 512.2/t. Unlike Shenhua’s  
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RMB 5/t bid, China Coal is not adjusting its September prices upwards from its August 

levels, with its higher sulphur content (1.3%) being attributed as the reason, negatively 

impacting its sales volumes. 

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 FOB Qld printed at $112.70/t, while 

China CFR printed at $123.50/t. MB FOB Qld printed at $112.28/t, while China CFR 

printed at $123.51/t. The Argus Qld fob index printed at $112.40/t. On the Dalian 

Exchange, Sept-14 coke price rose RMB 15/t to RMB 1,051/t, while the Jan-15 

contract rallied RMB 22/t to RMB 1,115/t. Among Dalian HCC prices, Sept-14 

contract prices closed up RMB 9/t to RMB749/t, while the Jan-15 contract rose  

RMB 10/t to RMB 801/t – hoping for a helpful property stimulus announcement 

tomorrow. 

By Melinda Moore 
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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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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) 
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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 
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