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Base metals 

The base metals have made a rather mixed and tentative start to the week and indeed 

the new month. Turnover remains subdued, with the market still unsure of direction. 

Given the data-heavy nature of this week, culminating in US Nonfarm Payroll figures on 

Friday, the metals look set for a potentially volatile few days, with nothing to suggest 

that the recent choppiness will subside.   

The Chinese manufacturing PMI came in slightly below expectations at 50.8 vs 

consensus hopes for a small increase to 51.1. However, the HSBC version was in line 

with consensus estimates at 50.4. Both measures are above the 50-level separating 

expansion from contraction, though neither was really enough to spark a significant 

market reaction.  

Copper has found its feet and recovered from Friday afternoon’s sell-off, climbing back 

above $6,720. The nearby copper spreads have meanwhile also tightened up, with the 

Cash-3m spread heading around $10 tighter than valuation at $73-78 backwardation 

heading into Monday afternoon. Nov-Dec has seen the greatest movement, though 

Dec-Jan and Jan-Feb have also tightened up. The tighter spreads are helping to lend 

support to the outright price and, with the absence of significant inflows of refined 

metal into LME warehouses, should continue to do so. The latest LME warrant holding 

data (30 October) shows the presence of a dominant holder of cash and tom warrants 

in the 50-79% band for both, though judging by the tightening spreads this morning, 

the dominant holder may since have crept up the bandings.  

Aluminium remains strong though the metal has run into some resistance around 

$2,050. Light turnover has perhaps hindered its ascent, with the market seemingly 

lacking conviction at the moment.  

Elsewhere, nickel has stabilised around $15,700, with the metal shrugging off another 

large 3,666 mt increase in on-warrant inventories. Johor was again the main location, 

with a 2,334 mt inflow supplemented by re-warranting activity. Zinc meanwhile 

remains robust, now closing in on Friday’s intraday highs, while lead is stable but 

struggling, hindered by anaemic turnover.  

By Leon Westgate 
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Bulks 

Chinese financial steels fell away again just before lunch and continued lower into the 

afternoon, primarily due to weakening micro conditions, with the industry bracing itself 

ahead of winter, although macro news did little to help. China’s PMIs were released, 

with the Official falling from 51.1 in September to 50.8 in October, below expectations. 

The HSBC PMI printed in line with expectations at 50.4 for October, up from 50.2 in 

September and in line with the flash result from 23-Oct. Meanwhile China’s non-mfg 

PMI fell from 54 in September down to 53.8 in October, to a 9-month low, suggesting 

further weakening growth in property and other services. Analysts continue to forecast 

7.2% GDP growth for 4Q as a result.  

In IO, swaps are trading lower by c.75 cents compared to Friday’s closes, with 

November trading c.$77.75/t. Although smaller Chinese miners continue to shut 

output, others are continuing to produce heading into the weaker November demand 

period. Meanwhile Australian and Brazilian shipments continue to hold up, although not 

necessarily strengthen. We are unclear of how Vale intends to release its 9mt of built-up 

inventory over the past 3 months. Potentially ongoing infrastructure bottlenecks will 

continue to limit its ability to lift its 4Q shipment rates, although the recent freight rally 

suggests otherwise.  

Shanghai Equities rose 0.41% to 2,430 points, recovering from a strong mid-afternoon 

sell-off, with investors still expecting further monetary injections, via RRR cuts, despite 

a lack of reversal signs for China’s economic downtrend and looking forward to a 

potential HK-SHA exchange approval later this week from Beijing, starting by 1Q15. 

Shanghai 7-day interbank rates closed at 3.2%. Spot Currency traded at 6.1194, while 

the PBOC reference rate appreciated to 6.1525, partly due to the stronger USD against 

other crosses and partly due to October’s poor PMI data. We note that much of Beijing 

will be closed next week from 7-12 Nov due to the APEC meeting.  

Shanghai Rebar Futures active Jan-15 contract closed down RMB 31/t to  

RMB 2614/t, while the May-15 contract fell RMB 13/t at RMB 2542/t. Dazong HRC 

Dec-14 futures shifted RMB 22/t lower to RMB 2830/t, while SHFE HRC Jan-15 

futures dropped RMB 26/t to RMB 2830/t Among physical steels, Tangshan billet 

prices fell RMB 10/t over the weekend, before recovering back RMB 10/t today to 

RMB 2,440/t.  

Rebar prices remained unchanged in Shanghai while falling RMB 10/t in Beijing, with 

construction activities being suspended from today until 13 November. Shagang raised 

its early-Nov rebar prices by RMB 50/t to RMB 3,080/t, while lifting its wire rod prices 

by RMB 30/t. Rizhao raised its rebar prices by RMB 30/t. HRC prices remained flat in 

both Shanghai and Beijing. Shagang is to keep its HRC prices unchanged for early-Nov 

deliveries at RMB 3,000/t, below its wire rod and rebar prices.  

China’s steel PMIs rose from 43.6 in September back up to 46 in October, although still 

below August’s 48.4 level and still in monthly contraction.   

Dalian Commodity Exchange IO active May-15 contract traded RMB 10/t lower to  

RMB 522/t, while the Jan-15 contract closed down RMB 19/t to RMB 545/t. Among 

physical iron ore, a PB fines Fe 62% basis traded at $77.50/t, down from $78.39/t Fe 

61% basis on Friday, while a Newman Fe 62% basis traded at $77.20/t. COREX traded 

an MNP (Newman Fe 62.3%) Fe 62% basis Nov-cargo at index plus 10 cents (off  

10 cents from last Friday). globalORE traded an MNP Dec-cargo at index flat, then 

another at index less 30 cents. Vale is understood to have lifted its SSFT and SSFG Nov-

laycan discounts from $4.70/t to $4/t. PB fines at Shandong ports were trading in the 

RMB 530-535/t range. 
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The TSI Fe 62% China CFR price index fell 70 cents to $77.80/t (MTD: $77.80/t). 

The Platts Fe 62% index fell 50 cents to $78.50/t, while the TSI Fe 58% index 

dropped 50 cents to $70.20/t (MTD: $70.20/t). The Metal Bulletin Fe 62% index fell 

96 cents to $78.63/t, while its Fe 58% index drifted off 5 cents to $70.64/t. Argus 

Fe 62% printed at $76.90/t. Mysteel’s Fe 62% index remained unchanged at 

$78.75/t, while its Fe 58% index was also unchanged at $71/t. 

In IO supply news, Timis Corp has acquired 5mtpa Fe 63-64% Marampa Sierra Leone 

concentrate mine from PwC administrators, with costs of c. $60/t FOB, with the aim of 

accessing AML’s rail and port infrastructure. Cliffs Resources is to officially close the 

5mtpa Wabush facility, after notifying authorities. Mineral Resources is to begin 

shipping from its 4-6mtpa Fe 58.5% Pilbara Iron Valley this month, which will replace 

its Phil’s Creek and Spinifex Ridge mines, which were closed last month. The miner 

shipped 2.7mt in 3Q, down from 2.86mt in 2Q, while stockpiling 0.5mt at Port 

Hedland in case of rains during 1Q, despite a dry season being predicted by the ABM 

this year.   

The US 3Q GDP upside surprise figure of 3.5% was partly due to a significant 

contribution increase of 0.7pp in defence spending which was not seasonally adjusted. 

Hence, 4Q GDP could fall by a similar amount.  

The Baltic Exchange Cape index shifted 4.4% higher to $25,497/day, with C3 at 

$25.955/t and C5 at $9.877/t, while C4 is $11.905/t and C7 is $12.905/t.  

FFA Cal15 capes are trading in the $16,000/day range, while Nov-Dec is trading in the 

$24,300/day range.  

EU PMIs rose from 50.3 in September to 50.6 in October, the 16th month of 

expansions, helping the currency recover slightly.  

For Q1:15 thermal coal prices, API 2 is trading at $70.85/t; API 4 is trading at 

$66.15/t; while Newcastle is trading around $64.00/t. Among physical deals, three 

NEWC Dec cargoes traded $63/t (off $1.15/t from last Friday); then two Jan cargoes 

at $63.50/t and Feb at $63.50/t, then a 2nd at $64/t, all in contango to Dec. 

6.51mt were shipped from RBCT in October, down from 6.76mt in September. NEWC’s 

Carrington terminal has experienced equipment failure, causing weekly shipments to 

drop from 2.16mt to 1.94mt. Gangavaram has resumed operations after recovering 

from damages rout by Cyclone Hudhud on 12-Oct.   

Zhengzhou Futures Jan-15 thermal contract prices traded RMB 6/t lower to  

RMB 511/t, while the May-15 contract fell RMB 2.2/t to RMB 500.80/t. Total port 

stocks rose by 2.8% d/d to 15.61mt, while GZ stocks rose 0.20% to 2.94mt and QHD 

stocks increased by 2.1% to 5.28mt, partly weighing on prices. Shenhua’s Nov 

5500kcal coal price will rise to RMB 524/t FOB, with discounting to RMB 514/t FOB 

for larger buyers.  

Coal power stocks reached 95.96mt or 33 days on 27-Oct, compared to 29 days’ stock 

at the end of September, consuming just 0.55mt/day in late October, compared to 

0.6mt/day the week before. China’s CEC is forecasting that power demand in the 

country will lift by 3% y/y to 1.38 trillion kWh, up from 1.4% y/y in 3Q. YTD demand 

may climb 3.5-4%, down from 6% predicted originally.  

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 $112.40/t, while 

China CFR printed at $121.50/t. MB FOB Qld printed at $112.02/t, while China CFR 

printed at $121.04/t. The Argus Qld fob index printed at $109.80/t. Chinese demand 

continues to be weak, given APEC in Beijing.  
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On the Dalian Exchange, Jan-15 coke price was unchanged at RMB 1,085/t, while the 

May-15 contract rose RMB 3/t to RMB 1,079/t. 

Among Dalian HCC prices, Jan-15 contract prices closed down RMB 8/t to  

RMB 760/t, while the May-15 contract closed up RMB 2/t to RMB 759/t. Coking coal 

stocks fell 3.3% w/w to 6.6mt, while coke stocks fell 9.3% w/w to 2.54mt. 

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) 

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. 

US investors wishing to effect a transaction in the securities featured or mentioned in this research report must deal directly through 

Standard New York Securities Inc. a U.S. Registered broker-dealer. 

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. 

 
 


