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Gold expected to respond 
asymmetrically to NFP data 
 

It is NFP Friday again. And, so, gold is under scrutiny. The market expects a headline 
print of 200K new jobs in March, up from 175K in February. While the Fed’s guidance 
on monetary policy has delineated from the unemployment rate in recent months, it
remains an important variable in the Fed’s response function.  

We still believe that gold rallies will fade, even should the NFP data surprise on the
downside. Gold’s reaction will likely be asymmetrical to the NFP data, i.e. disappointing 
employment data should result in a small rally in gold, rather than a big sell-off triggered 
by better-than-expected data. Gold might well rally today in response to the NFP data —
but we expect it to fade fast. As before, our view is based on US long-term rates 
expected to rise this year. 

Since the middle of 2013, expectations of where US bond yields are heading have been 
climbing steadily. The Bloomberg consensus forecast, back in July 2013, was for the
10-year government bond yield to average 3.14% in Q4:14. This consensus forecast has
now risen to 3.38%. While it does not sound like a large increase, inflation forecasts for 
the US are muted. In fact, expectations for US headline inflation by Q4:14 have come 
down steadily, from 2.15% at the start of 2013 to the current 1.9%. Although perhaps a
somewhat naïve calculation of real interest rates, the forecast implies that expectations
for the 10-year real interest rate in the US by Q4:14 have risen from 1% a year ago to 
1.5% currently. For gold, that is a large increase, and, should consensus turn out to be 
broadly correct, rising yields will continue to put downward pressure on gold. As pointed 
out in Commodities Daily of 28 March, there is a strong negative correlation between the 
gold price and real long-term US bond yields. 

Furthermore, we maintain that Asia’s physical gold demand is set to disappoint this year 
(relative to levels seen in 2013) should the current demand picture persist. We have
updated our Standard Bank Gold Physical Demand Index, and the YTD run rate for 2014 
continues to track the demand trends seen in 2012 rather than those of 2013.
We believe that demand will pick up only when prices weaken. 

By Walter de Wet

Figure 1: Evolution of Q4:14 10y bond 
yield forecast 

Source: Bloomberg 
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Figure 2: Standard Bank Gold Physical 
Flow Index 

Source: Standard Bank Research 
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Base metals 

The base metals complex has rallied into Friday afternoon, boosted by stronger Chinese 
and European equity markets, though attention is focused on the latest US Nonfarm 
Payroll data and unemployment rate (expected at 200k and 6.6% respectively). With 
Chinese markets closed on Monday for the Tomb-sweeping holiday, this afternoon may 
be quite volatile as the SHFE night-time session reacts to the US data and continues to 
square up ahead of the long weekend in China. 

Copper has recovered back towards $6,700, boosted by fresh buying activity. 
Inventory-wise the main focus has been the SHFE where copper stocks fell 21,355 mt 
to 172,370. Most of the decline occurred in the domestic warehouses monitored by the 
exchange, with material in bond declining only 1,000 mt. The draw was flagged to a 
certain extent by the increase in the physical premium vs. the SHFE April contract, 
which went from 50 CNY to 320 CNY. The shortage in nickel units owing to the 
Jinchuan outage may be an additional factor, however it also seems that physical 
demand isn’t quite as bad as some have feared. On the LME side of things, both 
headline and on-warrant inventory continue to edge lower. Meanwhile it’s worth noting 
that there still remains a dominant position holder in the 40-49% band for both cash 
and tom warrants.  

Tin has managed to edge higher since the beginning of April but again seems to be 
running into a little resistance. Further prices strength and tightening in the physical 
market may soon be on the cards however with the latest announcement from Indonesia 
that it plans to tighten up exports of tin solder. In particular, solder is supposed to have 
a diameter between 0.3mm and 0.6mm. Recent exports of solder have reportedly been 
at diameters significantly larger than 0.6mm. The Ministry of Trade is finalising rules 
that will require refined tin producers to have licenses as a registered exporter for each 
of its tin products and to set up solder production units. 

Aluminium has seen further significant warrant cancellations at Vlissingen this morning 
as the queue at that location continues to rebuild. Warrant cancellations surged  
87,000 mt at Vlissingen, bringing the total tonnage cancelled there to 1.534 
Mt.  Detroit meanwhile saw cancelled warrantsincrease10,250 mt. Prices meanwhile 
continue to climb higher with the metal closing in on $1,850. Turnover has fallen away, 
however in a relative basis aluminium remains very busy and is continuing to outpace 
copper in terms of LME Select volumes heading into Friday afternoon. 

Elsewhere, nickel prices have surged above $16,500 with the metal finding fresh 
upward momentum. On-warrant LME inventories continue to gyrate, with nickel 
cancelled warrants in Johor jumping 2,910 mt. It’s worth noting that in spite of the 
contango in the nearby forwards, Dec-14/Jan-15 remains tight and apparently strongly 
held with the spread trading anywhere between $10 backwardation and level. This 
compares with 3m/Dec-14 which is $30-$40 contango and June-14/July-14, for 
example, which is trading at a $10-$12 contango.    

By Leon Westgate 

 

Bulks 

Chinese markets spiked upwards in the late afternoon (the “Friday effect”) after selling 
off earlier in the day on further news from individual cities (e.g. Changsha and Beijing) 
confirming they won’t reduce housing curbs. The spike seems driven by a sharp drop in 
the 7-day interbank rate to 3.02% following further currency devaluation cash inflows. 
As well, markets appear to be positioning ahead of this weekend’s long weekend, just in 
case Beijing (or the US) announces something positive in the next 3 days, such as an 
RRR cut. 
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Shanghai Equities rose 0.74% to 2059 points, with all sub-sectors higher. China will be 
on holidays for grave-sweeping on Monday, with financial markets closed. Offshore US 
payrolls will be closed watched later today, an important indicator of future QE 
directions. China’s State Grid will look at mixed ownership reforms, which was viewed 
positively, while CNOOC will pursue similar. China revised its Q4:13 CA surplus from 
$49.8bn to $44bn. Shanghai 7-day interbank rates crunched to 3.02%, in response to 
the PBOC’s ongoing currency devaluations, while the 1-year swap fell to 4.33%. The 
PBOC set the RMB reference today at 6.1557, the weakest since mid-September last 
year, while spot rates rose to 6.2157.   

Shanghai Rebar Futures May-14 contract closed RMB25/t higher at RMB 3,286/t, 
while the Oct-14 contract closed up RMB36/t at RMB 3,372/t. The SHFE Oct 
contract closed up RMB 30/t at RMB 3,440/t. Among physical steels, Tangshan billet 
prices remained flat on Friday, although up RMB 50/t w/w. Rebar prices traded up 
RMB 10/t in Shanghai (up RMB 40-50/t across the week) and flat in Beijing (but up 
RMB 40/t w/w). HRC prices rose RMB 10/t in Shanghai and Beijing, while ending the 
week up RMB 70/t in Beijing but only RMB 10/t in Shanghai.  

Icy weather conditions in the US have been preventing US Steel’s Gary Works in Indiana 
from receiving Great Lakes iron ore supplies, offering potential for domestic US steel 
price increases, better volumes for mini-mills and improved arbitrage opportunities for 
imports. This suggests that Turkish scrap price levels will be more strongly supported as 
well.    

Dalian Commodity Exchange IO active May-14 contract prices traded up RMB 6/t to 
RMB 841/t, while the Sept contract rose RMB 9/t to RMB 808/t. Among physical iron 
ore, RioT tendered a PB fines Fe 61.4% late -April cargo at $115.07/t. The Fe 65% 
fines premia dropped from $13.38/t to to $8.91/t in March, highlighting market 
weakness, while the fixed Q1 premia for Carajas was set at $9/t. CBMX has a number of 
offers on-screen, with no bids or deals crossed. On globalORE, an MNP Fe 62% May 
cargo closed at $115.50/t.  

The TSI Fe 62% China CFR price index rose 20 cents to $115.70/t (MTD: 
$116.03/t). The Platts Fe 62% index printed up $1/t to $116/t, while the TSI Fe 
58% index rose 10 cents to $104.50/t (MTD: $104.75/t). The Metal Bulletin Fe 62% 
index rose 95 cents to $116.70/t, while its Fe 58% index rose 21 cents to $100.19/t. 
Argus Fe 62% index rose 65 cents to $113.85/t.  

In IO supply news, Port Hedland shipments hit a record hit of 34.4mt in March, with 
27mt heading to China, as projects continue to ramp-up. Total shipments are up 
c.5mt/mth from previous record highs recorded last December of 29.5mt (24.2mt to 
China) and compare to 27.8mt in February and 28mt in January. Sesa’s Liberian project 
is under a cloud following a lack of cash flow and in-country approval delays over 
infrastructure expansions. Goa’s first ore in 18 months left Berth 9 yesterday heading to 
China.   

The Baltic Exchange Cape index shifted 3.1% lower to $16,451/day, with C3 at 
$22.423/t and C5 at $9.827/t. Q2 Freight prices remain under pressure due to 
additional supplies despite increasing demand growth, particularly from the Pilbara.  

For Q2:14 thermal coal prices, API 2 is trading at $75.15/t; API 4 is trading at 
$73.20/t; while Newcastle is trading at $73.40/t, all up. NEWC physical May-14 
cargoes traded at $73.10/t today, within yesterday’s trading ranges.    

Glencore experienced a train derailment on Wednesday, halting transport into Puerto 
Nuevo. RBCT exported a record 6.9mt (82.8mt annualised) in March, up from 4.5mt in 
February following the power outage. India’s 12-largest ports imported 72mt in 
13/14, up from 59mt in 12/13. Coking coal imports hit 33mt of the total.  
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Zhengzhou Futures May-14 contract price rose RMB 0.6/t to RMB 520.4/t, while the 
Sept contract RMB 3.6/t to RMB 533/t. Daqin rail will be in maintenance from 6-30 
April, with deliveries dropping 0.23mt/day to 1mt/day.  

Premium Hard Coking Coal spot prices are trading in the $110-115/t Qld FOB range, 
with China CFR prices ranging $122-127/t. Hampton Roads is quoting $118.50/t 
fob. Semi-soft prices settled at $90/t fob, off from $103.50/t. PCI settled at $100/t 
fob for Q2, down from $116/t in Q1.  

On the Dalian Exchange, May-14 coke price traded RMB 16/t higher to RMB 1,167/t, 
while the Sept contract rallied RMB 27/t to RMB 1,263/t. Among Dalian HCC prices, 
May contract prices closed RMB 8/t higher to RMB 828/t, while the Sept contract rose 
RMB 22/t to RMB 878/t. Shanxi Coal lowered its April prices by RMB 20-40/t today, 
in line with expectations and therefore already factored in to spot levels. Coke prices 
were also cut by RMB 30/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 1 826 1 834 1 846 1 815 8 0.42 1 782.50 6 -37.50 
Copper 6 664 6 643 6 664 6 598 -22 -0.32 6 606.00 -107 0.75 
Lead 2 055 2 055 2 062 2 032 0 0.00 2 016.00 -20 -23.50 
Nickel 16 180 16 295 16 288 16 091 115 0.71 16 145.00 15 -38.00 
Tin 22 950 23 190 23 350 22 950 240 1.05 23 100.00 -25 9.00 
Zinc 1 969 1 984 1 987 1 963 15 0.77 1 965.00 -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 5 359 250 5 368 925 0 9 675 -9 675 -98 825 2 767 525 52 345 331 
Copper 260 100 261 375 50 1 325 -1 275 -106 325 122 675 47 170 124 
Lead 201 650 201 650 0 0 0 -12 800 30 275 15 43 628 
Nickel 282 936 283 680 0 744 -744 21 300 132 942 47 57 052 
Tin 9 645 9 555 100 10 90 -40 2 300 24 8 208 
Zinc 834 700 839 075 0 4 375 -4 375 -98 775 159 725 19 121 126 
          
Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 13100 13105 25  Ali Feb'14 - - - - 
Copper 46570 46740 140  Cu Feb'14 302.7 304.5 1.8 0.59 
Zinc 22 950 23 190 0       
          
ZAR metal prices Aluminium Copper Lead Nickel Tin Zinc ZAR/USD 

fix 
  

Cash 18 975 70 321 21 460 171 864 245 900 20 917 10.6450   
3-month 19 798 71 706 22 184 175 905 250 336 21 417 10.7950   
          
Precious metals          
 AM Fix PM Fix High bid Low offer Closing bid Daily 

change 
EFP's   

Gold 1 287.25 1 284.00 1 296.10 1 281.80 1 286.60 8.90 -0.9/-0.5   
Silver - 19.83 20.18 19.67 19.85 0.10 -2/0   
Platinum 1 439.00 1 436.00 1 447.50 1 431.30 1 440.50 17.00 +1.5/+3.5   
Palladium 783.00 788.00 791.75 782.55 787.90 10.90 +0.0/+1.0   
          
Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold -0.004 0.014 0.028 0.064 0.134     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1525 0.19275 0.23035 0.328 0.5551     
          
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 

MA 
200-day 

MA 
Support Resistance   

Gold 47.06 1 293.78 1 323.08 1 272.21 1 297.65 1 285.02 1 288.47   
Silver 44.57 19.84 20.36 20.21 20.89 19.79 19.89   
Platinum 51.79 1 422.80 1 441.54 1 408.64 1 426.34 1 433.40 1 442.30   
Palladium 58.88 781.51 777.72 737.06 732.01 784.60 788.85   
          
Active Month Future COMEX 

GLD 
COMEX SLV NYMEX 

PAL 
NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1287.2 19.825 786.4 1445.5 1287.4 4304 1283.9   
Open Interest 364740 153442 40967 66317 1218 81130 31   
Change in Open Interest -29692 20155 4629 5283 -48 -21612 -282   
          
Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 120.087 0.90 119.517 0.99 118.809 0.93 117.448 0.84  
Gasoil 0.1% Rdam ($/mt) 889.5 8.00 890 8.75 890 8.50 881 6.50  
NWE CIF jet ($/mt) 938.38 5.04 941.25 6.41 944 6.00 945.02 5.97  
Singapore Kero ($/bbl) 118.05 0.77 117.637 0.83 117.389 0.80 117.038 0.81  
3.5% Rdam barges ($/mt) 575.656 3.93 570.774 3.97 570.061 4.46 567.357 4.82  
1% Fuel Oil FOB ($/mt) 629.17 -0.41 611.86 0.56 607.82 0.78 602.61 2.82  
Sing FO180 Cargo ($/mt) 596.191 2.41 597.045 3.82 597.373 4.27 595.607 4.74  
          
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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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. 
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investment decision based on this communication or for any necessary explanation of its content. It does not take into account the 
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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 
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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 
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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 
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opinions presented in the other sections of this communication were obtained or derived from sources SBG believes are reliable, but 
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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 
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The services, securities and investments discussed in this material may not be available to nor suitable for all investors. Investors should 
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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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