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Base Metals  

The problems in Russia continue to dominate the global markets, with those convulsions

also being felt by the base metals. For the moment, the wider ramifications of Russia’s 

issues and weaker oil prices are still in the “bit too hard to compute” box, with the 

complex still going for risk reduction. Aluminium and copper have managed to stabilise

after a shaky start to the day, however nickel continues to be particularly hard hit. This 

evening’s FOMC rate decision and new conference is the main focus of the market

(Russia aside), in particular whether there is any change in the wording to the statement

and therefore movement in terms of the timing of US interest rate hikes.  

Aside from commodities that Russia produces in significant and even strategic tonnages, 

namely palladium, nickel, aluminium and copper, the other issue is what impact lower oil 

prices will have more generally. In particular the key will be how lower oil prices fit into 

in terms of inflation/deflation fears, the interaction of weaker oil prices with US 

monetary tightening and European QE, the effect on consumer spending and 

confidence and the relationship between oil and the broader commodities complex in 

general. Whether China emerges to fulfil its normal role as a stabiliser (strategic buyer)

in times of commodity market stress is also a key unknown at the moment. 

Aluminium has continued to come under pressure though prices have stabilised just 

below $1,900. Worth noting is a widening in the farther-dated contango, with lending 

interest perhaps reflecting the emergence of some forward buying activity. Theoretically

speaking, with Dec-16 aluminium trading only $100 over cash, and with the LME cash 

price being an in-warehouse price and reflecting cheapest to deliver warrants, those 

warrants received (for LME cash today) would only be available some time in 2016.

With spot physical premia in Europe still north of $450/mt, for material now, and 

queues stretching into 2016 (albeit under attack) farther-dated aluminium like Dec-16 

reflects the true LME cash price and looks like decent value assuming you can wait for 

delivery.  

In other news, The Chinese Ministry of Finance announced that there wouldn’t be any 

change to export taxes on primary aluminium, alloys or rods or bars, with those taxes 

remaining at 15%. Concerns that the tax treatment might change had unsettled some in 

terms of the potential impact on physical premia and prices should it encourage Chinese

exports. What has changed however was the elimination of taxes on ferronickel (from 

1% to zero) helping stainless mills perhaps struggling with higher NPI costs. 

Copper traded below $6,300 this morning but has stabilised, with $6,250 looking like 

offering good support. We note the continued presence of a dominant holder for cash 

an tom warrants which should help keep the nearby spreads tight, while yet another 

large warrant cancellation at New Orleans has seen on-warrant stocks fall 4,350 mt and 

cancelled warrants at New Orleans increase to 23,875 mt or 22% of total inventory 

there. With Comex copper stocks already low and primarily stored at Tucson, and with 

LME inventory almost entirely in New Orleans, physical availability of copper in the US is 

looking fairly tight.  

 

 



  

  

Standard Bank Global | Commodities 
 17 December 2014 

2  

 

Base metals cont.  

Zinc has continued to come under pressure with lead following it lower. Both metals 

are following the herd, though zinc seems to have given up the ghost with long 

liquidation kicking in. In terms of LME inventory, cancelled warrants at New Orleans 

surged 21,325 mt this morning, bringing total cancelled warrants up to 72,175 mt or 

some 12% of total zinc inventory held there.  

Leon Westgate 

Precious metals 

The FOMC is dominating proceedings really with the markets trading sideways to 

higher amid thin conditions. Gold has settled down after its knee jerk reaction to 

Russian interest rates yesterday with the metal trading in a narrow range around 

$1,200/oz. 

In spite of the recent market panic, surrounding Europe and now Russia, physical gold 

demand remains very subdued. ETF liquidation continues, falling just under 33 Koz to 

51.7 Moz, the lowest level since early 2009.  

Palladium and platinum are both slightly stronger heading into the afternoon, with the 

metals stabilising following yesterday’s sell-off. There are obviously huge implications 

should Russia decide to liquidate its commodity holdings, however, given the strategic 

nature of its palladium stocks, the fact it hasn’t liquidated in the past, and the fact that 

things may well get worse we think panicked selling of palladium from Russia seems 

unlikely. In contrast to gold however, palladium ETF holdings have picked up, climbing 

34 k oz to 3.065 Moz.  

By Leon Westgate 

Bulk commodities 

Chinese financial steels range-traded today, after gapping lower yesterday on 

uncertainties over potential Chinese export tax policy changes and Dec’s poor flash 

PMI results, which headed in to contraction for the first time in 7 months, despite 

stronger November loans. DCE IO improved however on the basis of falling port stocks 

and lower domestic output in November. Met coals finished weaker, while ZCE thermal 

improved although still tracking below current spot rates, while the weekly BSPI 

remained unchanged at RMB 526/t w/w.    

China’s steel tax position continues to remain uncertain. The State Council released an 

official notice covering 2015 tariffs, which maintained existing steel product export 

rates and made zero mention of any boron-added 13% rebate removal. Given that 

CISA was trying to have the 15% export tax on long products removed, to compensate 

if the rebate on boron-added steels was cut, we wonder whether Beijing realised that 

the impact either way would be a net zero. We continue to seek further clarification.  

We are hugely concerned that if China were to only remove the 13% rebate on boron-

added steels, at least 5mt/mth of IO demand would be destroyed. This has the 

potential to send IO prices well below $60/t in 2Q next year if domestic demand does 

not pick up to compensate for steel export losses of at least 2-3mt/mth, which have 

kept this year’s overall Chinese steel output rates at 0% y/y growth, instead of -5%. 

Seaborne IO suppliers need to be cognisant that their pay-back periods on sunk capex 

will slip further and further into a very distant future if only the rebate is removed!     
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Shanghai Equities rose 1.31% to 3,061, points, closing above 3000 once again, as 

investors re-punt a PBOC RRR cut, following yesterday’s poor HSBC flash mfg results, 

which had Dec slipping to 49.5 from 50 in November and today’s Shanghai Securities 

Journal press commentary on the topic. The NDRC approved RMB 80bln for a new 

Beijing airport and RMB 113bln in new expressways yesterday. Shanghai 7-day 

interbank rates rose to 4.03%, due to further IPO funding lock-ups, while the PBOC 

suggested they planned to roll at least a portion of Sept’s RMB 500bln MLF injection 

on expiry this week. Spot Currency traded at 6.1972, while the PBOC reference rate 

set at 6.1137. 

Shanghai Rebar Futures Jan-15 contract closed up RMB 3/t at RMB 2,647/t, while 

the active May-15 contract closed down RMB 9/t at RMB 2,540/t. Dazong HRC Mar-

15 futures shifted up RMB 7/t to RMB 2,914/t, while SHFE HRC May-15 futures fell 

RMB 14/t to RMB 2,882/t.  

Among physical steels, Tangshan billet prices have fallen from RMB 2,370/t last Friday 

to RMB 2,250/t (RMB 120/t) – to a 9-year low! - on the back of boron export-rebate 

removal concerns. Yangang’s weekly billet tender fell RMB 185/t w/w to RMB 

2,276/t, although closing RMB 26/t above spot. Rebar prices fell RMB 10/t in 

Shanghai and RMB 10-50/t in Beijing, following billet prices lower. HRC prices 

remained flat in Shanghai while falling RMB 10/t in Beijing. Angang; Baotou and Hebei 

all rolled their HRC prices over into January.  

CISA mills’ crude steel output rose 2.1% p/p in early-Dec to 1.749mt/day, while 

stockpiles lifted 2.8% to 14.71mt.  

Dalian Commodity Exchange IO Jan-15 contract rose RMB 5/t to RMB 524/t, while 

the May-15 contract closed up RMB 6/t at RMB 485/t. Boxing Day will see the 

beginning of DCE IO night trading, which will run from 9pm to 2:30am (Ldn: 1pm – 

6:30pm). Nucor’s Louisiana DRI plant will be down until late 1Q15, due to a gas heater 

failure on 2 November. Among physical iron ore, RioT tendered a combined PB 

fines/lump cargo at index plus a 30.78c/dmtu premia for the lump, while Vale sold an 

Fe 65.5% LOAU Feb lump cargo on an index-linked basis.  

The TSI Fe 62% China CFR price index fell $0.20/t to $67.90/t (MTD: $69.38/t). 

The Platts Fe 62% index was unchanged at $68.25/t, 

while the TSI Fe 58% index was unchanged at $60.60/t (MTD: $61.20/t). The Metal 

Bulletin Fe 62% index was $68.05/t, while its Fe 58% index was $57.28/t. Argus Fe 

62% printed at $59.40/t. Mysteel’s Fe 62% index fell $0.25/t to $68.25/t, while its 

Fe 58% index was unchanged at $60/t. 

In IO supply news, Australia exported 57.99mt of ore in November, dropping from 

60.93mt in October. Zanaga has been unable to secure external financing for its 

30mtpa Congo mine. 

The Baltic Exchange Cape index shifted 5.2% lower to $4,109/day, with C3 at 

$12.470/t and C5 at $5.141/t, while C4 is $4.965/t and C7 is $6.075/t. FFA Cal15 

capes are trading in the $11,500/day range, while Dec is trading in the $6,800/day 

range and 1Q15 trading in the $7,600/day range.  

For Q1:15 thermal coal prices, API 2 is trading at $68.95/t; API 4 is trading at 

$65.55/t; while Newcastle is trading around $62.60/t. No physical deals have been 

heard as yet today. Australia exported 32.6mt of coal in November, up from 31.87mt 

in October and a fresh record for the year, as projects continue to ramp-up, particularly 

in coking coal.  



  

  

Standard Bank Global | Commodities 
 17 December 2014 

4  

Zhengzhou Futures Jan-15 thermal contract prices rose RMB 2.2/t to RMB 503.20/t, 

while the May-15 contract was up RMB 0.8/t to RMB 478.80/t. Total port stocks fell 

1.1% to 20.23mt while GZ stocks dropped 1.4% to 2.97mt. QHD stocks fell 2.4% to 

7.34mt. BSPI keep unchanged this week at 526rmb/t. 

China has reduced its thermal/coking coal export duties from 10% to 3% overnight. 

This still leaves Chinese materials well out-of-the-money to compete in international 

markets. In the case of thermal, prevailing QHD 5500 FOB spot prices (including 17% 

VAT) are trading in the $82/t range, with a further $5-7/t freight into India. This 

compares with API 5 at $52/t, with a further $7-12/t freight into India, suggesting 

significant more convergence between seaborne and domestic pricing needs to occur 

before Chinese thermal will pose any threat to seaborne supplies.  

Shenhua sold 34.4mt of coal in November, falling 30.2% y/y and down 0.9% m/m. 

Over January-November, Shenhua’s total commercial coal sales fell 11.2% y//y to 

410.4mt.   

Premium Hard Coking Coal spot prices are trading in the $110-115/t Qld FOB range, 

with China CFR prices ranging $118-123/t. TSI FOB Qld printed at $113.50/t, while 

China CFR printed at $121.30/t. MB FOB Qld printed at $114.57/t, while China CFR 

printed at $120.59/t. The Argus Qld fob index printed at $111.84/t.  

A premium low-vol Jan panamax cargo is believed to have sold for $115/t fob into 

China.  Boxing Day will see the beginning of DCE met coal night trading, which will run 

from 9pm to 2:30am (Ldn: 1pm – 6:30pm). Anglo’s c.2mtpa Grasstree coking coal 

mine is unlikely to open this year following a fatality. 1Q15 semi-soft (CSR 55-58) 

coking coal prices settled at $86/t Qle fob, off $1/t q/q. A rollover of PCI prices is 

expected, remaining at $99/t Qld fob.  

On the Dalian Exchange, Jan-15 coke price traded RMB 19/t lower to RMB 1,057/t, 

while the May-15 contract fell RMB 12/t to RMB 1,025/t. Among Dalian HCC prices, 

Jan-15 contract prices closed RMB 1/t to RMB 788/t, while the May-15 contract fell 

RMB 5/t to RMB 756/t. 

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

settle 
Cash - 3m

Aluminium 1,935 1,922 1,953 1,922 -13 -0.67 1,975.00 8 0.00
Copper 6,480 6,400 6,520 6,363 -80 -1.23 6,491.00 40 71.00
Lead 1,994 1,968 2,000 1,963 -26 -1.30 2,030.00 13 -5.00
Nickel 16,580 16,450 16,860 16,405 -130 -0.78 16,780.00 455 -65.00
Tin 20,400 20,400 20,550 20,365 0 0.00 20,415.00 -40 -7.00
Zinc 2,196 2,171 2,208 2,172 -25 -1.14 2,216.00 22 -7.00
      
LME 
inventory  

Today Yesterday In Out One day 
change

YTD change 
(mt)

Cancelled 
warrants (mt) 

Cancelled 
warrants (%) 

Contract 
turnover

Aluminium 4,272,100 4,282,050 0 9,950 -9,950 -1,185,975 2,256,225 53 403,456
Copper 172,675 167,425 5,925 675 5,250 -193,750 27,575 16 220,551
Lead 219,825 220,175 0 350 -350 5,375 9,100 4 41,554
Nickel 405,174 405,186 780 792 -12 143,538 96,210 24 92,393
Tin 12,190 11,245 1,070 125 945 2,505 1,305 11 7,344
Zinc 687,450 688,775 0 1,325 -1,325 -246,025 89,250 13 133,036
      
Shanghai 3-
month 

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

Aluminium 13510 13430 -45 Ali Feb'14 - - - -
Copper 46440 45760 -500 Cu Feb'14 287.85 288.3 0.45 0.16
Zinc 20,400 20,400 0   
      
Precious 
metals 

     

 AM Fix PM Fix High bid Low offer Closing bid Daily change   
Gold 1,204.50 1,209.00 1,224.26 1,190.75 1,193.05 -38.72   
Silver - 16.42 17.06 16.13 16.14 -1.05   
Platinum 1,236.00 1,239.00 1,233.50 1,207.25 1,205.30 -49.80   
Palladium 801.00 798.00 816.55 796.45 797.00 17.70   
      
Forwards (%) 1 month 2 months 3 months 6 months 12 months   
Gold 0.125 0.14 0.1475 0.155 0.1925   
Silver 0.62 0.616 0.618 0.612 0.568   
USD Libor 0.161 0.209 0.24285 0.3409 0.6013   
      
Technical 
Indicators 

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

Gold 48.9 1,198.34 1,188.74 1,238.53 1,271.01 1,195.35 1,205.93  
Silver 45.1 16.36 16.19 18.04 19.05 16.12 16.36  
Platinum 46.43 1,223.22 1,214.18 1,329.79 1,392.68 1,208.12 1,218.07  
Palladium 51.62 801.24 786.49 822.47 818.46 797.70 803.00  
      
Active Month 
Future 

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

Settlement 1203.6 16.44 804.65 1245.9 1203.8 4653 1207.7  
Open Interest 369713 147954 31487 64684 737 #N/A Tim 21  
Change in 
Open Interest 

-24719 14667 -4851 3650 -529 #VALUE! error -292  

      
Energy      
Energy 
futures 
pricing 

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

Sing Gasoil 
($/bbbl) 

77.998 -0.37 75.041 -0.89 75.22 -0.94 76.538 -0.88 

Gasoil 0.1% 
Rdam ($/mt) 

543.25 -12.50 558 -14.25 560 -14.50 569 -14.75 

NWE CIF jet 
($/mt) 

650.07 -3.74 628.64 -6.85 625.98 -7.20 634.54 -7.50 

Singapore 
Kero ($/bbl) 

79.279 -0.37 76.431 -0.76 76.72 -0.74 77.808 -0.62 

3.5% Rdam 
barges 
($/mt) 

319.125 -3.76 298.595 -7.35 300.407 -7.48 308.264 -7.26 

1% Fuel Oil 
FOB ($/mt) 

327.91 -3.46 308.1 -6.91 310.53 -7.24 318.83 -7.02 

Sing FO180 
Cargo ($/mt) 

356.131 -3.91 331.345 -7.42 330.907 -7.61 338.139 -7.35 

      
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, SHFE, Standard Bank Plc 
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Commodity Data cont. 
Bulks   
  Latest Price 1-day 1-week 1-month 3-month 6-month
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 304.55 3.93% 3.93% -16.46% -16.20% -21.55%
China Tangshan Steel Billet $/t 389.00 -3.71% -3.47% -2.26% -11.19% -22.82%
China HRC export (Shanghai FOB) $/t 462.00 0.00% -2.33% -7.60% -9.59% -13.16%
North Europe HRC domestic (ex-works) $/t 400.00 -2.44% -4.19% -3.61% -4.76% -6.98%
North America HRC domestic (Midwest FOB) $/t 616.00 -0.65% -5.23% -8.06% -8.06% -8.88%
   
Steel—Futures   
LME Billet Cash  $/t 490.00 0.00% 6.52% 9.62% 25.56% 92.16%
LME Billet Futures (1-mth) $/t 490.00 0.00% 6.52% 8.65% 25.56% 92.16%
LME Steel Billet Stocks—change 0.00 - - - - -
Shanghai Rebar Futures (Active contract) $/t 426.94 0.44% -1.30% -2.99% -6.70% -23.76%
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - -
China Steel Inventory (million tonnes) 9.79 -1.25% -5.33% -20.49% -28.55% -23.00%
   
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) 69.00 -0.78% -8.34% -18.37% -23.82% -49.57%
China Iron Ore Inventory (million tonnes) 98.30 -0.40% -1.64% -6.77% -7.75% 23.14%
   
Coking coal   
Premium Hard Coking Coal (Qld FOB) $/t 113.55 0.00% 0.00% 0.49% -1.69% -18.25%
   
Capesize freight   
Saldanha South Africa-Beilun China 8.35 0.00% -41.61% -42.61% -46.13% -63.70%
   
Financials pricing   
RMB Currency 6.19 0.04% 1.04% 0.72% -0.54% 1.95%
China 7-day repo 5.00 2.04% 61.29% 38.12% 65.56% 12.36%
Shanghai Equities Composite  3021.52 5.79% 22.13% 31.57% 44.85% 39.83%
Source: LME, Bloomberg, Standard Bank Plc 
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