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Aluminium – finding favour 

After spending most of this year grinding sideways to lower, aluminium seems to have
come to life. Prices have surged over the past week, with the metal breaking above its
200-day moving average for the first time since March 2013, and after arguably 7 or 8 
previous attempts. Turnover over the first three days of this week jumped to an average
of 22,585 lots/day on LME Select, including 30,416 lots on Wednesday, the second-
highest daily volume ever seen on LME Select. The surge came as aluminium broke
through its 200-day MA, and likely comprised short-covering and fresh longs.  

The average turnover over the past three days is some 66% higher than the average
daily volume seen on LME Select so far this year (including those trading days) of
13,600 lots/day. Average turnover in 2013 was 12,794 lots/day, while 2012 saw an
average of 11,503 lots/day. LME open interest data doesn’t yet capture the volume
and price movements over the past couple of days; however, judging from the latest
data, some short-covering activity has already taken place. It is likely, given the volume
going through the market, that new longs have also been added. 

The trigger for the rally isn’t entirely clear, with the move occurring in close proximity
to both the Rusal-LME High Court bust-up (and the delay to the start of the LME’s
proposed linked load-in/load-out rules for warehouses with excessive exit queues) and
the start of Q2. The technical rally through the 200-day MA and possible options-
related activity were also factors behind the move. The key will be whether the
momentum is enough to bring in fresh buying interest and keep the rally going.  

Fundamentally, aluminium is slowly tightening up, with producers going through the
painful industry restructuring activity that should have taken place back in
2009/2010. The fundamentals are, however, not improved enough to necessarily
sustain a move higher at the moment. The warehouse queue model remains under
attack, albeit with the next assault delayed somewhat, given the court ruling against 
the LME. Interest rate rises are also far enough away not to be too much of a concern
yet. Ultimately, an all-in price more or less where current prices and premia are, is 
necessary, with the split between premia and price still being worked through. For the 
moment, however, with rent deals and the last hurrah of the exit queues tightening up
spot supply, premia still look set to benefit more than price.  

 

LME aluminium 3m price vs. LME Select daily volumes 

Source: LME 
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Base metals 

The base metals complex is steady, with the wider market focusing on tomorrow’s 
nonfarm payroll figures in the US. Low-key stimulus measures have been announced by 
China, and, while they are perhaps not as aggressive as some would like, the Chinese 
government has nevertheless still blinked, and rolled out measures to arrest the slide in 
the economy. Although it’s only a mini stimulus, it is being rolled out early in the year, 
with the government still targeting 7.5% GDP growth, the same as in 2013, with 
further ammunition likely to be expended if need be.  

Aluminium has edged higher but is taking a bit of a breather. Volumes remain decent, 
with aluminium again outpacing copper in terms of LME Select turnover heading into 
the afternoon. Worth noting is that LME on-warrant stocks plunged 132,350 mt this 
morning. The main reason was a 120,050 mt jump in cancelled warrants at Vlissingen, 
suggesting that, given the disarray at the LME following the High Court ruling, the exit 
queue is being recharged. Another affected location, namely Detroit, also saw a more 
modest 5,450 mt jump in cancelled warrants.  

Copper came under heavy selling pressure on Wednesday afternoon, though prices have 
since stabilised around $6,640. Further earthquakes in northern Chile have led to 
further disruption to ports and coastal communities, though the mines in the region 
have yet to report any significant damage or disruption. Meanwhile, the latest LME 
Warrant Holdings data shows the presence of a dominant holder of copper cash 
warrants (in the 50-79% band) and tom warrants (in the 40-49% band). 

Elsewhere, lead and zinc are pottering along, attempting to stabilise around their 
respective recent lows. Nickel, however, has managed to push higher once again, and 
has established itself back above $16,000. 

By Leon Westgate 

Chinese financial steels had a strong day, responding to the State Council’s mini-stimi 
announcements yesterday, although physical ore deals proved thin, as the market 
begins to settle around “fair value”, following recent re-stocking rallies. Equities failed 
to mirror the excitement, however, interpreting the announcements as largely clarifying 
funding plans for this year’s infrastructure plans, rather than amounting to any new 
stimulus. We note that this year’s shanty town build out is actually less than last year, 
although rail will be up 18% y/y. Meanwhile, an article in today’s China Securities 
Journal called for ongoing home purchase restrictions to be maintained in most Chinese 
cities, debunking yesterday’s support in a Shanghai newspaper for their removal, given 
the lack of supply in most cities. The PBOC conducted a further RMB 90bn in 14 
(3.8%) & 28-day (4%) repurchases today, following on from RMB 72bln in repurchases 
on Tuesday, although 7-day interbank rates fell to 4.09%, while 1-year swaps rose to 
4.42%.  

Chinese official March services PMIs dropped to 54.5, compared to 55 in February, 
while the HSBC version rose from 51 in February to 51.9 in March. The HSBC 
composite index fell from 49.8 in February to 49.3 in March, the lowest reading since 
November 2011, with new orders dropping from 49.8 to 48.6, supporting the overall 
economic contraction thesis.  

Shanghai Equities fell 0.74% to 2044 points, with financials, industrials and materials 
the hardest sold. China will increase the length of rail lines being laid by 18% y/y this 
year, to 6,600km, up 1,000km y/y, as part of its mini-stim plans announced by the 
State Council yesterday. The Government will sell $24bln (RMB 150bln) in bonds to 
help pay for these additional investments, which will be focused in western and central 
regions. Beijing will also create a development fund of RMB 200-300bln to increase rail 
financing sources more generally. As well, small businesses (+/- RMB 60,000 income) 
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will see income tax criteria and rates relaxed, extending into 2016. China Development 
Bank will sell housing bonds to fund prior-announced shantytown development 
programs of up to RMB 1trillion this year, clarifying funding sources for these 
investments. GM sales its Chinese March vehicle sales grew 7.2% y/y.  

Shanghai 7-day interbank rates fell to 4.09% today. The PBOC repurchased RMB 40bln 
in 28-day money at 4% and RMB 50bln in 14-day money at 3.8%. Spot currency rose 
to 6.2114 today, also uninspired that yesterday’s stimulus announcements would stem 
the tide of growth reductions this year, while the PBOC depreciated the currency to 
6.1520. The IMF says that the probability of further defaults and property developer 
collapses in China in the coming year is relatively high, although ultimately positive as 
the country starts learning how to better price risk, leading to an improved allocation of 
resources.  

Shanghai Rebar Futures May-14 contract closed RMB 13/t higher at RMB 3,261/t, 
while the Oct-14 contract closed up RMB 19/t at RMB 3,336/t. SHFE HRC Oct 
futures rose RMB 20/t to RMB 3,410/t. Among physical steels, Tangshan billet prices 
traded at RMB 2,930/t. Rebar prices traded up RMB 10/t in Shanghai, while trading 
steady in Beijing. HRC prices fell RMB 10/t in Shanghai, partly due to materials arriving 
from northern regions into the city, while trading flat Beijing. Shanxi Zhongyang Steel 
has seen its credit lines cut due to a pooling agreement with local coal producer 
Liansheng (debts of $4.9bln), despite the mill operating profitably itself.   

Dalian Commodity Exchange IO May-14 contract prices rallied RMB 18/t to RMB 
835/t, while the Sept contract rose RMB 15/t to RMB 799/t, the highest levels since 
late-February. SGX volumes in March reached a record of 34.855mt, up from 19.19mt 
in February. Q1 volumes hit 76.19mt, up 48% y/y. Among physical iron ore, trades 
were scarcer, with few bidders scouting. globalORE sold a PB Fe 61.4% fines cargo with 
early-May arrival at $116/t, down from $116.30/t offered initially. BHPB sold x2 Fe 
57.6% Yandi cargos at $103/t. Just as in met coal, BHPB has “failed” to agree 
Quarterly lump premia with mills and instead is pushing for lump to be contracted 
against monthly indices. RioT agreed lump premia with Baosteel, which is being rolled 
out to other mills.  

The TSI Fe 62% China CFR price index rose 20 cents to $115.50/t (MTD: 
$116.13/t). The Platts Fe 62% index fell 50 cents to $115/t, while the TSI Fe 58% 
index fell 40 cents to $104.40/t (MTD: $104.83/t). The Metal Bulletin Fe 62% index 
fell 5 cents to $115.75/t, while its Fe 58% index fell 31 cents to $99.98/t. Argus Fe 
62% index fell 75 cents to $113.20/t. Mysteel’s Fe 62% index rose $1/t to $115/t, 
while its Fe 58% index rose $1/t to $103/t. 

In IO supply news, CAP’s mining operations in Chile were unaffected by yesterday’s 8.2 
earthquake. The Gabonese government has hired SRK to prepare a resource evaluation 
of Belinga, expected to take 2 years. Alderon has begun work on Sept-Iles terminal 
works to service its Fe 65% 8mtpa 75%-owned Kami project (25% Hebei I&S). Samarco 
plans to bring its latest $2.8bln 8.3mtpa pellet facility on stream today, taking total 
capacity to 30.5mtpa, following an upgrade to pipeline and port infrastructure, as well 
as expanding the mine and adding a third concentrator. NMDC sold 30.5mt of ore in 
13/14, up 16% y/y. Champion Iron (CIA) began trading on the ASX today. AML says 
the appointment of a new chair at Teewoo has delayed negotiations for the Chinese 
trader to buy a 16.5% stake in its Tonkolili mine and gain access to 10mtpa of ore for 
20-years. The company is planning to expand from 16mtpa to 25mtpa in 2016 by 
developing its saprolite and magnetite resource base.       

The Baltic Exchange Cape index shifted 3.9% lower to $16,984/day, with C3 at 
$22.827/t and C5 at $9.891/t. Q2 FFA’s are trading lower at c. $20,500/day.  
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ECB has held rates steady today during its monthly meeting, on expectations that 
inflation will rise in April.   

For Q2:14 thermal coal prices, API 2 is trading at $ /t; API 4 is trading at $ /t, while 
Newcastle is trading at $ /t. Gladstone shipped 6.15mt in March, up 38.5% y/y, partly 
due to improved weather. Spain’s coal burn in March fell to its lowest since 2010, off 
15% y/y, due to increased hydro and solar inputs, taking a share of just 5%. German 
coal-fired generation fell to 26.9TWh in Q1, with capacity utilisation at 58.6%, down 
from 71.3% in Q1:13, under pressure from rising renewable usage. Colombia exported 
4mt in February, off 44% m/m, following the Drummond stoppage on 13 January until 
now. Emissions dropped 3.1% y/y in Europe in 2013. Coal of India will miss its 13/14 
output target by 20mt. Libyan rebels are offering to reopen local oil ports.  

Zhengzhou Futures May-14 contract price lifted RMB 1/t to RMB 519.8/t, while the 
Sept contract rose RMB 0.2/t to RMB 529.4/t. Domestic physical prices are continuing 
to trade at RMB 530/t. Most power plants will be conducting maintenance this month, 
offsetting any lost tonnage from the Daqin rail maintenance, while hydro season should 
begin to compete for electricity demand. Sinopec plans to begin shale gas production in 
Chongqing next year, starting with 0.68mtpa of LNG. Total port stocks fell 1.4% to 
15.1mt, with GZ off 0.6% to 3.2mt.      

Premium Hard Coking Coal spot prices are trading in the $109-114/t Qld FOB range, 
with China CFR prices ranging $122-127/t. Vale has halted exports into Beira 
Mozambique after a militia attack on the rail yesterday. BHPB’s 8mtpa Caval Ridge will 
open over the next 12 months. Traders have been pushing for fixed price deals in a bid 
to hedge against potentially rising prices.  

On the Dalian Exchange, May-14 coke price traded RMB 9/t higher to RMB 1,151/t, 
while the Sept contract up RMB 17/t to RMB 1,236/t. Among Dalian HCC prices, May 
contract prices closed RMB 14/t stronger to RMB 820/t, while the Sept contract rose 
RMB 28/t to RMB 856/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 1 776 1 783 1 783 1 756 7 0.37% 1 717.50 -21 -47.25 
Copper 7 323 7 325 7 349 7 279 2 0.03% 7 313.50 -22 21.50 
Lead 2 173 2 165 2 179 2 158 -8 -0.37% 2 136.00 -32 -28.50 
Nickel 13 830 13 560 13 895 13 550 -270 -1.95% 13 570.00 -300 -64.00 
Tin 21 598 21 725 21 725 21 301 127 0.59% 21 500.00 -80 14.00 
Zinc 2 030 2 034 2 040 2 011 4 0.20% 2 025.50 -19 8.50 
          
Daily LME Stock Movement (mt)          
Metal Today Yesterday In Out One day 

change 
YTD change 

(mt) 
Cancelled 

warrants (mt) 
Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 451 550 5 455 400 0 3 850 -3 850 -6 525 2 357 075 43 145 064 
Copper 353 075 356 125 100 3 150 -3 050 -13 350 228 875 65 120 367 
Lead 214 500 215 000 0 500 -500 50 30 650 14 56 445 
Nickel 260 724 260 862 0 138 -138 -912 99 624 38 49 244 
Tin 9 725 9 655 85 15 70 40 3 980 41 9 599 
Zinc 918 325 922 850 0 4 525 -4 525 -15 150 412 625 45 127 280 
          
Shanghai 3-month Open Last 1d Change  COMEX Open Close Change Change  

(%) 
Aluminium 13925 13925 -40  Ali Feb'14 - - - - 
Copper 51630 51860 -30  Cu Feb'14 335.95 334.85 -1.1 -0.33 
Zinc 21 598 21 725 0       
          
ZAR metal prices Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix   
Cash 18 420 78 437 22 909 145 538 230 588 21 723 10.7250   
3-month 19 371 79 604 23 528 147 363 236 096 22 104 10.8675   
          
          
          
Precious metals AM Fix PM Fix High bid Low offer Closing bid Daily 

change 
EFP's   

Gold 1 238.00 1 246.25 1 248.51 1 213.04 1 238.05 -1.05 -0.5/-.1   
Silver - 1 238.25 20.36 19.97 20.19 -0.01 -1.0/+1.0   
Platinum 1 400.00 2 004.00 1 423.85 1 396.25 1 417.10 5.10 +1.5/+3.5   
Palladium 728.00 20.05 738.90 727.15 738.10 11.10 +0.0/+1.0   
          
Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold -0.02667 -0.00833 0.00667 0.05333 0.15657     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1625 0.20825 0.23935 0.3445 0.5854     
          
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 

MA 
200-day 

MA 
Support Resistance   

Gold 47.57 1 216.90 1 218.57 1 296.10 1 333.82 1 233.72 1 244.21   
Silver 47.91 19.82 19.74 21.38 21.71 19.97 20.22   
Platinum 52.95 1 380.63 1 364.27 1 420.14 1 436.24 1 406.78 1 418.83   
Palladium 54.24 718.10 712.51 722.88 720.46 732.37 738.12   
          
Active Month Future COMEX 

GLD 
COMEX SLV NYMEX 

PAL 
NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1238.9 20.065 734.5 1416.4 1238.5 4161 1238.1   
Open Interest 384685 130246 38815 60339 1598 90135 146   
Change in Open Interest -9747 -3041 2477 -695 332 -12607 -167   
          
Energy          
Energy futures pricing Price Change Price Change Price Change Price Change  
 1 month  2 month  3 month  6 month   
Sing Gasoil ($/bbbl) 121.37 0.06 120.91 -0.06 120.57 -0.07 119.939 0.07  
Gasoil 0.1% Rdam ($/mt) 911.5 1.25 910 1.00 908.25 1.25 899.75 0.75  
NWE CIF jet ($/mt) 987.2 1.92 980.08 -0.20 976.92 -0.21 969.79 0.33  
Singapore Kero ($/bbl) 122.037 0.09 121.507 -0.05 121.167 -0.07 119.873 0.08  
3.5% Rdam barges ($/mt) 564.893 -0.53 566.32 0.15 566.53 0.14 565.92 -0.04  
1% Fuel Oil FOB ($/mt) 584.56 1.05 586.82 0.84 589.15 1.38 591.48 0.90  
Sing FO180 Cargo ($/mt) 603.887 0.37 601.07 0.65 597.28 0.76 594.09 0.13  
          
Thermal coal Q1 14 Change Q2 14 Change Q3 14 Change Cal 14 Change  
API2 (CIF ARA) 79.25 0.05 79.15 -0.05 81.15 -0.10 80.65 -0.05  
API4 (FOB RBCT) 82.45 -0.60 80.30 -0.50 79.95 -0.30 80.80 -0.45  
Sources: COMEX, NYMEX, SHFE, LME, Bloomberg 
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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 392.98 0.14% 1.96% 10.61% 10.86% -0.80% 
China Tangshan Steel Billet $/t 504.00 0.00% 1.41% 1.82% 1.00% -5.62% 
China HRC export (Shanghai FOB) $/t 533.00 0.00% 0.19% -2.20% 5.54% -5.33% 
North Europe HRC domestic (ex-works) $/t 430.00 0.00% 0.00% -5.49% -1.71% -8.51% 
North America HRC domestic (Midwest FOB) $/t 682.00 0.00% -0.15% 6.73% 8.25% 7.74% 
       
Steel—Futures       
LME Billet Cash  $/t 290.00 1.05% 13.73% 38.10% 103.51% 4.69% 
LME Billet Futures (1-mth) $/t 290.00 1.05% 13.73% 36.15% 98.63% 3.57% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 532.04 -3.70% -7.68% -5.60% 3.21% -14.45% 
Shanghai Rebar Futures On-Warrant Stocks—change 591.00 - - - - - 
SHFE Rebar - Open Interest 8100.00 - - - - - 
SHFE Rebar - Total Volume 3000.00 - - - - - 
China Steel Inventory (million tonnes) 12.98 1.25% 0.39% -10.12% -18.71% 1.55% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 134.80 0.45% -3.30% 2.59% 10.58% -12.41% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 122.10 1.75% -3.02% 0.08% 7.86% -14.79% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 131.63 -3.06% -5.08% 1.58% 8.61% -11.95% 
Platinum 35279.00 - - - - - 
China Iron Ore Inventory (million tonnes) 81.50 0.26% 0.73% 16.30% 12.62% 11.69% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 136.25 0.00% -1.70% -9.02% -1.27% -15.90% 
       
Capesize freight       
Saldanha South Africa-Beilun China 17.75 -6.58% -13.41% -21.98% 31.48% 42.00% 
       
Financials pricing       
RMB Currency 6.05 -0.05% -0.35% -1.15% -1.35% -2.87% 
China 7-day repo 4.26 -21.11% -5.33% 0.24% 15.14% 33.96% 
API2 (CIF ARA) 2047.32 -3.24% -8.53% -5.86% 4.55% -10.42% 
Source: LME, Bloomberg, McCloskey 
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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 
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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 
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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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