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Silver — support coming into play 
 

Last week, we mentioned that high-frequency data, such as thermal coal stockpiles in
China, is consistent with a stabilisation in China’s economic growth, following the sharp 
decline in activity since the start of the year (see Commodities Daily of 25 March 2014). 
We keep an eye on China’s high-frequency data, especially with emerging market turmoil
at the forefront. 

The latest thermal coal stockpile data, with another weekly decline registered this week, 
indicates that perhaps growth momentum continues to improve. This is consistent with 
yesterday’s manufacturing PMI data for China, which, although not increasing much 
m/m, nevertheless showed an improvement over February.  

What appears to be a marginal recovery in growth momentum in China, now turns our 
attention to silver which has seen very good support in the $18.50 to $19.00 range
since June last year. We believe that China’s silver inventory levels remain high (possibly
up to 15 months’ worth of fabrication demand). In fact, silver is the only mainstream
precious metal (gold, platinum, palladium and silver) which has not seen a y/y rise in 
imports by China in 2013. Last year, the country was not responding to lower prices (see 
Figure 1). However, imports in February jumped sharply, which, in our view, supported 
prices during that month. However, we would be surprised to see this sharp increase in
imports continue this year, given our view on stockpile levels in China. 

That said, with industrial applications accounting for 46% of total silver demand, a
marginal improvement in manufacturing should impact on silver positively in the short 
run (coins and medals constitute around 10% of total demand, and implied investment
demand around 13% of total demand). As a result, although from a fundamental
perspective, we still prefer approaching silver from the short side (i.e. rallies should fade)
Given the strong support that the metal has received in the $18.50 - $19.00 range, 
shorting the metal in that range holds little value from a risk/return perspective. For 
silver to break below this support range, gold would likely have to move lower. 

 By Walter de Wet

China silver imports 

Source: China customs, Standard Bank Research 
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Base metals 

A magnitude 8.2 earthquake has struck in northern Chile, near the port town of Iquique. 
Damage was recorded to buildings, and a tsunami warning was issued, leading to an 
evacuation of port facilities along the northern Chilean coast; however, none of the 
copper mines reported significant damage. The Chilean government has declared a 
disaster in the regions of Tarapaca, Arica and Parinacota, though this seems mainly to 
counter any instances of public disorder. 

Copper prices surged higher on the earthquake news, but quickly retreated again as 
mines started to report back that damage and disruption was limited. Ports were 
evacuated, while damage to roads and infrastructure may end up delaying shipments 
from northern Chilean ports. After retreating, however, prices have since rallied back 
towards $6,700 heading into the afternoon, though the strength is more or less in line 
with gains seen in the rest of the complex rather than appearing to be earthquake 
related. Turnover remains fairly subdued, though at midday, LME Select volumes are 
already higher than the daily totals recorded for Monday and Tuesday.  

Copper has yet to fill the gap in its price chart between $6,746 and $6,772 though it is 
now very close. It will be interesting to see once this gap is filled whether Chinese 
speculators, who have been covering back their short positions, are perhaps tempted 
back in again.  

Aluminium has continued to rally, with the metal again seeing the most turnover on 
LME Select. LME open interest data still doesn’t cover the past couple of days; however, 
given the increase in LME Select turnover and the upwards momentum, it seems likely 
that new long positions have been added. Aluminium prices have also broken above 
their 200-day MA for the first time since March 2013, with the metal finally trading 
above this level on the 7th time of asking. Inventory-wise, Vlissingen has seen another 
large 17,000 mt jump in cancelled warrants.  

Zinc outright prices have done very little, though the nearby spreads have tightened up 
appreciably in recent days. There are no domain-holders of warrants showing up in the 
latest LME Warrant Holdings data (as of March 31st); however, the Futures bandings 
data does show a sizeable April short in the 20-29% band. As far as LME stocks are 
concerned, the main movement today was an 8,900 mt inflow at Antwerp.  

By Leon Westgate 

Bulks 

After market, China’s State Council announced that further measures would be rolled 
out to create more jobs and “stabilise” growth, to “effectively” expand domestic 
demand, suggesting that rail (RMB 150bn in 2014) and housing investments would be 
employed as potential levers, by setting up new construction financing bond funds. The 
State Council is also studying further tax cuts for small companies. This adds some meat 
to Premier Li’s general comments last week, although details remain scant.    

During trading hours, further rumours (Shanghai Securities News) that smaller cities 
may see property purchase restrictions lifted helped equity investor sentiment; however, 
Chinese steel financials weakened into the close, as yesterday’s better-than-expected 
PMI results took the heat out of the industry’s stimulus hopes that had partly driven the 
past week’s euphoric rally. Another small loan default also caused jitters, while currency 
depreciation continues to concern those with offshore lending in place.  

Shanghai Equities rose 0.56% to 2059 points, in a choppy session, with most sectors 
closing stronger, although jumpy over news reports that foreign investor A-share 
purchases may become possible via the HKSE and that home sales in larger Chinese 
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cities fell 40% y/y in Q1, following a difficult start to the year – highlighting the cash 
difficulties for developers and therefore for steel.  

On the positive, Cities such as Wenzhou, Changsha and Hangzhou may see some 
relaxation in home purchase curbs, to clear oversupplies, as pricing curtails. It remains 
hard to judge if any shift in policy will improve developer new starts, however, given 
stretched balance sheets. Meanwhile, several cities, from Shanghai to Harbin, are 
discussing public-private partnerships to fund further urbanisation, suggesting that 
government money availability is tightening. As well, the government is messaging that 
QFII quotas will be expanded to ensure a greater flow of offshore funding. At the 
moment, only 2% of shares are held by QFII investors. Shanghai 7-day interbank rates 
remained at 4.22%, with further repos likely again tomorrow by the PBOC. The 1-year 
swap rate rose to 4.39%. The PBOC set the RMB reference rate to 6.1493, while spot 
rates traded at 6.2046.  

Shanghai Rebar Futures May-14 contract closed off RMB 10/t at RMB 3,248/t, while 
the Oct-14 contract fell RMB 14/t at RMB 3,317/t. SHFE HRC Oct futures fell RMB 
24/t to RMB 3,390/t. Among physical steels, Tangshan billet prices rose RMB 10/t to 
RMB 2,930/t. Yangang’s billet tender went through at RMB 2,901/t, up RMB 59/t 
w/w, but below spot. Rebar prices rose RMB 10/t in both Shanghai and Beijing. HRC 
prices traded flat in Shanghai and rose RMB 10/t in Beijing.  

Dalian Commodity Exchange IO active May-14 contract prices fell RMB 11/t to RMB 
817/t, while the Sept contract dropped RMB 16/t to RMB 784/t. IO Swaps are 
trading lower today by c.2.50/t.  Among physical iron ore, BHP tendered a Mac fines 
Fe 60.8% mid-April cargo at $113.75/t, bought by a trader. On globalORE, a May 
cargo sold for index + $1.50/t.   

The TSI Fe 62% China CFR price index fell $2.30/t to $115.30/t. The Platts Fe 62% 
index fell $1.25/t to $115.50/t, while the TSI Fe 58% index fell 50 cents to 
$104.80/t. The Metal Bulletin Fe 62% index fell $1.96/t to $115.80/t, while its Fe 
58% index fell 32 cents to $100.29/t. Argus Fe 62% index fell 90 cents to 
$113.95/t. Mysteel’s Fe 62% index fell 50 cents to $116/t, while its Fe 58% index 
fell 50 cents to $104/t. 

In IO supply news, Australian shipment rates are beginning to pick up towards Q4 
record levels again, while Vale shipments have also picked up in the past 3 days, 
however the next few weeks could be impacted by port maintenance and poor weather 
conditions. No further news on the Port Hedland tub boat dispute has come out as yet. 
Zamin has suspended mining operations at Amapa for c.3 months to clear 5mt of port 
stocks built up following a floating dock accident last March. Northern Iron produced 
c.2mt last year from its Norwegian Sydvaranger operations, virtually in line with 2012 
levels. Sales rose to $103/t fob, from $97/t in 2012. IMX will continue operating its 
1.7mtpa coarse-grained Cairn Hill Fe until mid-2015, after expanding its mine plan.  

The Baltic Exchange Cape index shifted down 4.9% to $17,675/day, with C3 fell 0.7% 
at $23.241/t and C5 fell 1.7% at $10.186/t. FFAs are trading at c. $21,500/day.  

44% Manganese is trading at $4.80/dmtu north China CFR, weighed down by heavy 
port stocks and weak underlying demand conditions.  

For Q2:14 thermal coal prices, API 2 is trading at $ 75.15/t; API 4 is trading at 
$72.60/t; while Newcastle is trading at $73.50/t. BHPB says its Australian mines are 
50% more costly to run than the equivalent operation in US New Mexico. Drummond 
has restarted shipments from Colombia, although both shiploaders are unlikely to be 
operational before September with a combined capacity of 60mtpa, with initial teething 
troubles already being experienced. Newcastle shipped a total of 24.63mt of thermal 
coal in Q1, up 15.3% y/y from 21.36mt, with total shipments of 28mt, up 6% y/y. 
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Hampton Roads shipped 11.12mt in Q1, off 12.5% y/y, partly due to poor weather as 
much as to pricing. Indians are bidding c.$63/t fob RBCT for South African NAR 5500 
materials, while in China, prices remain c.$73/t CFR. NEWC materials are in the $63/t 
range FOB.   

Zhengzhou Futures May-14 contract price remained unchanged at RMB 518.8/t, while 
the Sept contract fell RMB 0.2/t to RMB 529.2/t. Shenhua is to keep its prices 
unchanged in April, suggesting further downward moves may be limited, providing 
hydro supplies don’t overwhelm. Meanwhile the Bohai Index remained unchanged at 
RMB 530/t. Total port stocks rose 1.1% to 15.32mt, while GZ stocks rose 4.1% to 
3.22mt.  

Premium Hard Coking Coal spot prices are trading in the $108-113/t Qld FOB range, 
with China CFR prices ranging $120-125/t. Japanese mills are potentially playing into 
BHPB’s hands by reputedly accepting spot index settlements for contract tonnes, 
following a failure to negotiate acceptable quarterly contract prices bilaterally. BHPB is 
offering $130/t, while the Japanese are bidding c.$120/t, in line with other 
settlements.    

On the Dalian Exchange, May-14 coke price traded off RMB 10/t to RMB 1,142/t, 
while the Sept contract fell RMB 6/t to RMB 1,219/t. Among Dalian HCC prices, May 
contract prices closed RMB 5/t lower to RMB 806/t, while the Sept contract fell RMB 
6/t to RMB 828/t.  

By Melinda Moore 
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Commodity prices 
Base Metals          
LME 3 month   Open Close High Low Daily 

change 
Change (%) Cash Settle Change in 

cash settle 
Cash - 3m 

Aluminium 1 784 1 796 1 797 1 775 12 0.64 1 744.00 14 -40.75 
Copper 6 653 6 660 6 670 6 625 7 0.11 6 632.00 -4 5.85 
Lead 2 062 2 047 2 069 2 044 -15 -0.70 2 026.00 -15 -26.50 
Nickel 15 950 16 025 16 050 15 740 75 0.47 15 780.00 45 -36.00 
Tin 22 874 22 950 22 950 22 725 76 0.33 22 910.00 -115 23.00 
Zinc 1 984 1 968 1 986 1 962 -16 -0.78 1 962.00 -19 -5.75 
          
Daily LME Stock Change (mt)          
Metal Today Yesterday In Out One day 

change 
YTD change 

(mt) 
Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 368 925 5 375 350 0 6 425 -6 425 -89 150 2 644 850 49 325 595 
Copper 261 375 263 250 225 2 100 -1 875 -105 050 124 175 48 106 696 
Lead 201 650 201 650 0 0 0 -12 800 30 275 15 57 520 
Nickel 283 680 283 956 6 282 -276 22 044 132 846 47 62 855 
Tin 9 555 9 555 0 0 0 -130 2 060 22 13 358 
Zinc 839 075 833 575 8 900 3 400 5 500 -94 400 164 100 20 136 905 
          
Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 13030 13020 -20  Ali Feb'14 - - - - 
Copper 46760 46820 100  Cu Feb'14 303.45 305.55 2.1 0.69 
Zinc 22 874 22 950 0       
          
ZAR metal prices Aluminium Copper Lead Nickel Tin Zinc ZAR/USD 

fix 
  

Cash 18 478 70 266 21 465 167 189 242 731 20 787 10.5950   
3-month 19 306 71 612 22 010 172 309 246 770 21 161 10.7525   
          
Precious metals          
 AM Fix PM Fix High bid Low offer Closing bid Daily 

change 
EFP's   

Gold 1 286.50 1 283.75 1 288.34 1 276.98 1 278.80 -4.96 -0.9/-0.5   
Silver - 19.80 19.92 19.65 19.76 -0.01 -2/0   
Platinum 1 429.00 1 429.00 1 436.13 1 414.38 1 422.00 5.50 +1.5/+3.5   
Palladium 779.00 778.50 782.40 766.60 780.00 4.50 +0.0/+1.0   
          
Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.074 0.086 0.094 0.11 0.156     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.151 0.19075 0.2281 0.3279 0.5536     
          
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 

MA 
200-day 

MA 
Support Resistance   

Gold 46.38 1 302.03 1 328.62 1 272.19 1 296.92 1 279.41 1 286.65   
Silver 44.76 19.92 20.49 20.23 20.88 19.78 19.95   
Platinum 50.23 1 420.45 1 445.44 1 408.60 1 425.15 1 423.96 1 435.83   
Palladium 57.72 779.90 776.88 735.97 730.63 778.07 781.67   
          
Active Month Future COMEX 

GLD 
COMEX SLV NYMEX 

PAL 
NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1284.1 19.89 781.1 1429.6 1284 4290 1279.4   
Open Interest 367561 150436 41051 66845 1262 81700 36   
Change in Open Interest -26871 17149 4713 5811 -4 -21042 -277   
          
Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 121.212 -0.04 120.742 -0.05 120.178 -0.07 118.938 -0.12  
Gasoil 0.1% Rdam ($/mt) 886.25 -6.75 886.5 -7.25 886.5 -7.75 885.25 -7.75  
NWE CIF jet ($/mt) 953.6 -1.94 955.59 -2.06 957.88 -1.62 957.11 -1.63  
Singapore Kero ($/bbl) 119.316 -0.21 119.092 -0.18 118.898 -0.15 118.528 -0.17  
3.5% Rdam barges ($/mt) 569.04 -5.71 566.156 -7.58 565.425 -7.80 563.269 -8.12  
1% Fuel Oil FOB ($/mt) 634.66 1.91 616.51 -3.12 610.82 -4.77 603.52 -4.74  
Sing FO180 Cargo ($/mt) 592.345 -7.83 591.948 -8.12 592.425 -7.65 591.144 -8.00  
          
Thermal coal Q2 14 Change Q3 14 Change Q4 14 Change Cal 15 Change  
API2 (CIF ARA) 74.35 0.00 76.05 0.05 78.25 0.05 80.75 0.05  
API4 (FOB RBCT) 74.00 0.00 74.25 0.05 75.70 0.05 77.40 -0.05  
Source: LME, NYMEX, COMEX, SHFE, Standard Bank Research 
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Commodity prices 
Bulks       
Steel—Physical Latest Price 1-week 1-month 3-month 6-month 1-year 
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 364.66 0.94% 6.50% -7.08% 2.07% -6.87% 
China Tangshan Steel Billet $/t 466.00 2.42% 0.43% -7.54% -5.86% -9.69% 
China HRC export (Shanghai FOB) $/t 520.00 0.00% -2.80% -2.44% -4.59% -10.34% 
North Europe HRC domestic (ex-works) $/t 435.00 -1.69% -1.14% 1.16% -4.40% -11.68% 
North America HRC domestic (Midwest FOB) $/t 645.00 1.90% 1.10% -5.43% 1.42% 4.37% 
       
Steel—Futures       
LME Billet Cash  $/t 385.50 0.26% 8.59% 34.32% 83.57% 100.26% 
LME Billet Futures (1-mth) $/t 390.50 -0.26% 10.62% 36.06% 82.48% 98.98% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 523.75 1.07% 5.98% -5.21% -7.07% -10.46% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
SHFE Rebar - Open Interest 180.00 - - - - - 
SHFE Rebar - Total Volume 60.00 - - - - - 
China Steel Inventory (million tonnes) 18.15 -2.99% -6.61% 41.60% 25.70% -12.64% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 117.60 5.19% -0.08% -12.37% -10.50% -14.35% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 105.30 5.19% -0.19% -12.25% -13.69% -17.22% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 111.83 -0.08% -2.76% -17.64% -13.81% -16.23% 
Platinum 35580.00 - - - - - 
China Iron Ore Inventory (million tonnes) 103.77 0.37% 8.11% 27.65% 48.07% 52.49% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 113.00 0.00% -10.35% -17.06% -25.17% -33.14% 
       
Capesize freight       
Saldanha South Africa-Beilun China 17.95 -5.53% 10.46% -5.53% -20.22% 34.96% 
       
Financials pricing       
RMB Currency 6.21 0.10% 0.99% 2.50% 1.39% -0.02% 
China 7-day repo 4.22 16.90% 75.83% -21.85% -0.71% 23.75% 
API2 (CIF ARA) 2047.46 -0.96% -1.34% -3.24% -5.85% -8.37% 
       
Source: LME, SGX, McCloskey, SHFE, 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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