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Base metals 
 

With base metals having found some stability after Tuesday’s selloff, and with a macro-
data-heavy end to the week, culminating in the US Nonfarm Payroll data on Friday, the 
complex is drifting sideways into US trade. Turnover has been subdued, though zinc is 
busy on a relative basis at least, still hovering around mid-October lows.   

Both the BoE and ECB kept interest rates unchanged. The euro has strengthened 
slightly ahead of US trade before weakening sharply amid comments from Mario Draghi
about soon starting to buy asset-backed securities, with the ECB ready to provide more
stimulus if needed. However, the impact of the euro move on metals has been limited
so far. Meanwhile, and perhaps more significantly, was confirmation from the Chinese 
Central Bank that it has pumped 769.5 billion yuan into the banking system in the past 
two months. It’s the first official confirmation of this type of activity and suggests that
this will continue to be the preferred option for the bank rather than going for cuts in
the required reserve ratio (RRR). In effect, it passes discretion and responsibility to the 
individual commercial banks, with stimulus being more subtle than the sledge-hammer 
effect of an RRR cut.  

Copper has traded sideways in a very narrow range heading into Thursday afternoon,
more or less around Wednesday’s closing levels. While copper rallied strongly on
Wednesday, the more significant move was in the spreads. The Cash-3m spread 
tightened from a valuation of $62.83 yesterday to $75.80 overnight, while the Dec-
14/Dec-15 spread went from a valuation of $82 backwardation yesterday to $100.5
backwardation as of this morning. This will certainly help to deter shorts from entering 
and will support outright prices. Inventory-wise, although on-warrant stocks increased 
1,275 mt, following a 1,425 mt inflow at New Orleans, there was also a 1,375 mt
outflow at the same location and a 150 mt increase in cancelled warrants at St Louis. 

Aluminium has remained very well supported around Wednesday’s closing levels. Lead, 
nickel and tin are also doing well. Zinc has struggled a bit, though it also has traded
sideways into the afternoon. Volumes are very good on a relative basis at least, with 
LME Select turnover just shy of copper heading out of the LME Second Ring session.
The metal hasn’t found quite the same degree of support seen in some of the other
metals, though it is also consolidating well just below $2,220.  

By Leon Westgate 
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Precious metals 

PGMs have continued to weaken, with both platinum and palladium coming under 
pressure heading into Thursday afternoon. The physical market for both is well bid, 
while the ETFs are seeing inflows. 

Gold is recovering a little today, though the expected short-covering ahead of 
tomorrow’s NFP data is perhaps being masked or kept back, given the movement in the 
dollar (or rather euro, after Draghi’s comments).  

The physical gold market remains largely moribund. The “don’t catch a falling knife” 
mentality is keeping physical guys on the side-lines. Some interest is emerging, with 
gold forwards starting to tighten; however, the bulk of participants remain wary. ETF 
outflows are also in evidence, with gold holdings declining 142.1 koz to 52.7 Moz, the 
lowest level since July-2009.   

By Leon Westgate 

Bulks 

Chinese financial steels began again with a slight rally, following equities, before turning 
downwards after lunch, before a small rally to close just above yesterday, with blue skies 
in Beijing for APEC Day 2. China IO fell, however, with ongoing concerns over 
weakening winter demand conditions, given tighter credit. China coals improved slightly 
after yesterday’s sharp oil-led selloff, although rising port stocks are not helping the 
mood, with some of the major miners working to actively drop further supplies into 
Caofeidian, which is now holding higher stocks than QHD.  

Shanghai Equities rose 0.03% to 2,420 points, taken lower by a sell-off in utilities 
which have rallied strongly this year on reform hopes of a transition to market pricing, 
before rallying on the back of property and rail news. The NDRC has approved a further 
seven new rail projects totalling RMB 199.8bn. The HK-SH link start date is back to 
being talked about as weeks, not months.  

China Securities Journal is suggesting home prices could rise again in 4Q, as sales 
improve, bringing confidence back to buyers and ultimately developers. Land sales 
increased by 40% y/y in October, compared to construction dropping 8.5% y/y, 
suggesting that we may see an improved start to the 2015 construction year in March. 
This is something we have been monitoring closely, since this will be a key driver for a 
lift in underlying steel demand. Jiangxi Province is to allow unlimited home purchases in 
a bid to stimulate demand, including on foreign investors, with deed taxes halved for 
first apartments.           

Shanghai 7-day interbank rates rose back up to 3.75%, after trading around 3.2% 
earlier. The PBOC sold a further RMB 20bn in 14-day reverse repurchase agreements at 
3.4%, in line, taking this week’s total to RMB 40bn, exactly offsetting the week’s 
maturing funds.    

Spot Currency traded at 6.1133, while the PBOC reference rate set at 6.1565.  

Shanghai Rebar Futures active Jan-14 contract closed up RMB 8/t at RMB 2,617/t, 
while the May-15 contract closed up RMB 13/t at RMB 2536/t. Dazong HRC Dec-14 
futures shifted up RMB 6/t to RMB 2,843/t, while SHFE HRC Jan-15 futures rose 
RMB 4/t to RMB 2,832/t. Among physical steels, Tangshan billet prices fell back  
RMB 30/t to RMB2,440/t late in the day. Rebar prices traded flat in both Shanghai 
and Beijing. HRC prices remained unchanged in Shanghai and Beijing. In Tangshan, 54-
65 sinter strands will be shut over the APEC period, with BFs requested to reduce 
output as well, with stricter measures threatened if air quality worsened.  
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Dalian Commodity Exchange IO active Jan-15 contract closed RMB 12/t lower at  
RMB 532/t, while the May-15 contract closed down RMB 4/t at RMB 506/t. Among 
physical iron ore, globalORE printed its lowest offer for PB fines (Fe 62% basis) at 
$75.50/t, while off-screen an Fe 61% PB fines cargo was offered at $75/t, hitting 
fresh 5-year lows. PB fines at Shandong ports traded at RMB 515-520/t.  
RioTwill tender a PB fines late Nov-cargo tomorrow.   

The TSI Fe 62% China CFR price index fell 40 cents to $75.60/t (MTD: $76.63/t). 
The Platts Fe 62% index fell 75 cents to $75.50/t, while the TSI Fe 58% index fell 
$1.30/t to $68.60/t (MTD: $69.65/t). The Metal Bulletin Fe 62% index is down 
$1.08/t to $75.38/t, while its Fe 58% index is down $1.26/t to $67.51/t. Argus Fe 
62% printed at $73.95/t. Mysteel’s Fe 62% index is down $1.75/t to $75.00/t, 
while its Fe 58% index is down $1.75/t to $67.00/t.  

In IO supply news, the Port Hedland tugboat strike is back as an industry spotlight, with 
the engineering union notifying Teekay Shipping of its intention to strike next Wed 
morning (12 Nov) for 4- hours. We do not expect this to impact IO prices, however, 
given the strike’s short duration. Gerdau is reviewing its IO expansion plans, given 
falling prices and a strong REAL. Goa has seen 13 mining leases finally renewed, 
including one for Sesa Goa.  

The Baltic Exchange Cape index shifted 1.8% lower to $25,889/day, with C3 at 
$24.275/t and C5 at $9.345/t, while C4 is $12.055/t and C7 is $13.345/t. FFA 
Cal15 capes are trading in the $14,600/day range, while Nov-Dec is trading in the 
$20,800/day range.  

The ECB held its monetary policy meeting today, with Draghi commenting that the 
Bank’s asset purchase program would need to last 2 years, bearish for the EUR. Oil also 
remained week.  

For Q1:15 thermal coal prices, API 2 is trading at $69.50/t; API 4 is trading at $65/t; 
while Newcastle is trading at $63.05/t. European weather concerns, particularly in 
France and Germany, are supporting coal today, with physical bids seen improving from 
yesterday. Among physical deals, ARA Jan traded at $72.25/t and Feb traded at 
$72.50/t, up from yesterday’s offers by 75 cents.  

The China-Australia FTA is still being worked through with the aim of signatures by 
“year-end”, according to Australia’s Trade Minister, suggesting that the Beijing APEC 
and Brisbane G20 sessions in November will pass by as signatory opportunities. China 
has been imposing a 6% tax on thermal and 3% tax on coking imports since 15 
October.  

Zhengzhou Futures Jan-15 thermal contract prices rose RMB 1.2/t to RMB 494.40/t, 
while the May-15 contract closed up RMB 0.8/t to RMB 483.40/t. Total port stocks 
were up 1.4% to 16.24mt, while GZ stocks rose 4.5% to 3.26mt. QHD stocks are up 
1.3% to 5.47mt. China’s October coal burn fell 1.01% m/m in October to 
2.93mt/day, a low for the year and compared to 3.42mt/day last October. Stocks grew 
to 96.82mt, representing 32 days’ burn, up from 29 days in September. November is 
expected to grow to 3.2mt/day and Dec at 4mt/day, compared to 3.84mt/day in  
Nov-13 and 4.33mt/day in Dec-13, due to weaker demand levels.   

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 $113.30/t, while 
China CFR printed at $122.80/t. MB FOB Qld printed at $113.40/t, while China CFR 
printed at $123.09/t. The Argus Qld fob index printed at $110.86/t. BHPB is 
planning to wind down its 1-5mtpa Gregory Crinum u/grd coking mine a year early, 
closing by April-15. 



  

  

Standard Bank Global | Commodities 
 06 November 2014 

4  

On the Dalian Exchange, Jan-15 coke price traded RMB 3/t higher to RMB 1063/t, 
while the May-15 contract rose RMB 3/t to RMB 1054/t. 

Among Dalian HCC prices, Jan-15 contract prices closed RMB 3/t higher to  
RMB 750/t, while the May-15 contract was up RMB 5/t to RMB 748/t. 

By Melinda Moore 
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Commodities Data 
Base Metals          
LME 3 month   Open Close High Low Daily change Change (%) Cash Settle Change in cash 

settle 
Cash - 3m 

Aluminium 2,058 2,060 2,062 2,019 3 0.12 2,050.50 -6 1.00 
Copper 6,646 6,638 6,656 6,544 -8 -0.12 6,705.50 -96 67.00 
Lead 2,005 1,995 2,005 1,956 -11 -0.52 2,007.00 7 -10.75 
Nickel 15,250 15,325 15,369 14,900 75 0.49 15,155.00 -420 -63.00 
Tin 19,600 19,645 19,625 19,350 45 0.23 19,605.00 -245 -1.00 
Zinc 2,256 2,221 2,262 2,202 -36 -1.57 2,286.00 -43 -1.25 
          
LME inventory  Today Yesterday In Out One day 

change 
YTD change 

(mt) 
Cancelled 

warrants (mt) 
Cancelled 

warrants (%) 
Contract 
turnover 

Aluminium 4,437,125 4,436,575 10,675 10,125 550 -1,020,950 2,521,000 57 291,700 
Copper 160,400 160,350 1,425 1,375 50 -206,025 30,725 19 176,145 
Lead 222,500 224,675 0 2,175 -2,175 8,050 15,450 7 48,538 
Nickel 386,118 385,860 702 444 258 124,482 93,204 24 87,177 
Tin 10,270 10,270 0 0 0 585 670 7 5,346 
Zinc 699,150 702,525 0 3,375 -3,375 -234,325 117,975 17 160,282 
          
Shanghai 3-
month 

Open Last 1d  Change   COMEX Open Close Change Change (%) 

Aluminium 13815 13835 -105  Ali Feb'14 - - - - 
Copper 46600 46820 -110  Cu Feb'14 300.75 300.45 -0.3 -0.10 
Zinc 19,600 19,645 1       
          
Precious metals          
 AM Fix PM Fix High bid Low offer Closing bid Daily change    
Gold 1,145.25 1,166.50 1,169.86 1,137.93 1,140.55 -91.22    
Silver - 16.12 16.07 15.14 15.33 -1.86    
Platinum 1,200.00 1,228.00 1,225.95 1,196.50 1,202.50 -52.60    
Palladium 763.00 798.00 787.50 755.35 757.10 -22.20    
          
Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold -0.0875 -0.05 -0.02 0.0525 0.1625     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1555 0.1992 0.23185 0.32615 0.5558     
          
Technical 
Indicators 

30-day RSI 10-day MA 20-day MA 100-day MA 200-day MA Support Resistance   

Gold 29.64 1,197.84 1,217.53 1,267.76 1,283.24 1,140.15 1,148.99   
Silver 24.28 16.60 16.99 19.11 19.56 15.22 15.42   
Platinum 30.18 1,243.90 1,254.29 1,390.27 1,414.25 1,201.60 1,214.90   
Palladium 42.16 785.55 779.41 838.32 812.03 754.80 761.90   
          
Active Month 
Future 

COMEX GLD COMEX SLV NYMEX PAL NYMEX PLAT DGCX GLD TOCOM GLD CBOT GLD   

Settlement 1142 15.26 758.95 1224.7 1144.1 4206 1167.7   
Open Interest 419011 176785 33853 60170 1496 94140 4   
Change in Open 
Interest 

24579 43498 -2485 -864 230 -8602 -309   

          
Energy          
Energy futures 
pricing 

1 month Change 2 month Change 3 month Change 6 month Change  

Sing Gasoil 
($/bbbl) 

97.042 0.10 97.241 0.16 97.561 0.12 98.7 0.14  

Gasoil 0.1% 
Rdam ($/mt) 

729.25 -0.25 728.75 0.00 728.5 0.00 747 -0.50  

NWE CIF jet 
($/mt) 

808.05 2.40 801.72 2.72 798.95 2.51 803 1.89  

Singapore Kero 
($/bbl) 

99.222 0.21 98.791 0.07 98.691 0.03 98.91 0.14  

3.5% Rdam 
barges ($/mt) 

431.576 -1.05 429.602 -0.86 432.273 -0.92 440.166 -0.09  

1% Fuel Oil FOB 
($/mt) 

439.85 -1.69 439.05 -0.83 441.46 -1.15 450.33 -0.30  

Sing FO180 
Cargo ($/mt) 

467.351 -1.46 465.998 -1.88 464.94 -2.01 469.666 -0.84  

          
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, Standard Bank Research; Bloomberg 
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Commodity Data (cont.) 
Bulks       
Steel—Physical Latest Price 1-day 1-week 1-month 3-month 6-month 
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 321.50 -0.04% -4.71% -14.39% -11.71% -17.84% 
China Tangshan Steel Billet $/t 404.00 0.75% 1.25% -9.42% -13.49% -18.55% 
China HRC export (Shanghai FOB) $/t 478.00 -0.83% -2.05% -7.36% -8.08% -8.95% 
North Europe HRC domestic (ex-works) $/t 417.50 0.00% -1.76% 0.60% -2.91% -2.91% 
North America HRC domestic (Midwest FOB) $/t 641.00 -0.16% -2.29% -6.01% -6.42% -3.32% 
       
Steel—Futures       
LME Billet Cash  $/t 460.00 0.00% 3.08% 10.44% 19.17% 100.00% 
LME Billet Futures (1-mth) $/t 460.00 0.00% 2.68% 9.92% 18.86% 98.28% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 433.54 0.56% 6.36% -12.62% -18.74% -20.30% 
Shanghai Rebar Futures On-Warrant Stocks—change -299.00 - - - - - 
China Steel Inventory (million tonnes) 10.78 -2.25% -7.90% -14.38% -31.82% -20.99% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t       
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t       
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 76.08 -5.10% -4.00% -20.52% -28.60% -43.80% 
China Iron Ore Inventory (million tonnes) 99.81 0.96% -3.28% -4.55% -5.04% 36.60% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 110.95 0.00% -2.76% -2.55% -3.94% -23.98% 
       
Capesize freight       
Saldanha South Africa-Beilun China 18.80 0.00% 42.42% 40.82% 34.29% 10.91% 
       
Financials pricing       
RMB Currency 6.11 -0.05% -0.42% -0.82% -1.83% 0.31% 
China 7-day repo 3.55 8.23% 21.99% 8.56% 14.52% -8.97% 
Shanghai Equities Composite  2425.86 1.45% 2.62% 9.40% 19.62% 13.38% 
Source: LME, Standard Bank Research; Bloomberg 
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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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