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Base metals 

Chinese economic data released overnight was broadly in-line with consensus estimates, with 
GDP and Retail Sales coming in slightly above consensus at 7.4% and 12.2% respectively 
while FAI and IP slightly undershot market estimates. The base metals have generally edge 
sideways to d higher into Wednesday afternoon, albeit on the back of pretty subdued 
turnover; however, a wave of buying interest emerging around the Comex open/ SHFE night-
time trading session has seen the complex rally . 

Chalco has announced that it will temporarily close 600 kt of electrolytic aluminium smelting 
capacity and 800 kt of alumina production capacity. With China showing something like a 
373kt surplus last year, while ex-China ran a 139kt deficit, the closure of capacity in China 
(whether old, outdated and underutilised or not) will help the perception that the global 
aluminium market is tightening and put even more focus on China aluminium and product 
trade flows. The company is planning to start flexible production to combat overcapacity, and 
amid low prices and high energy costs. In effect it appears like they have ceded ground and 
are now actively providing swing capacity/supply to the Chinese market rather than going for 
market share and participating in a race to the bottom. Aluminium prices rallied on the Chalco 
news though they have continued to climb heading into the afternoon to trade around the 
$1,870 mark.  

Copper traded sideways overnight and into the early afternoon, before rallying strongly just 
after 13.15 UK time. Prices are back around $6,650 after having closed around $6,541 last 
night, with volumes picking up heading into US trade. A strange announcement that Yunnan 
Copper share trading would be halted tomorrow owing to a “Major Matter” has caught some 
attention, though whether this is a structural or operational matter is unclear. Meanwhile, 
Chinese smelters are aiming to maintain copper TC/RCs of at least $100/dmt and ¢10/lb. 
The focus on TC/RCs, especially now that concentrate stocks at smelters and in the 
concentrate supply chain are healthy suggests that they are focusing on longer term TC/RC 
levels and strategy rather than looking to blaze through their buffer stock. Given longer-term 
concerns about arsenic levels in newer sources of concentrate, along with blending ability, 
concentrate stocks at smelters may well remain elevated for longer than many participants 
might have expected.  

After a weak open, nickel prices have surged higher again, with prices surging above 
$18,000 as weak shorts stopped out. Inventory-wise, stock draws at Antwerp (828 mt) and 
Rotterdam (306 mt) remain a feature. Elsewhere, Johor saw 1,170 mt of previously cancelled 
material placed back on-warrant along with a 360 mt inflow, while Singapore saw a 936 mt 
jump in cancelled warrants and a 312 mt outflow.  

 

 

By Leon Westgate
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Bulks 

Markets shifted up after China’s close today, following a “qualified stimulus” 
announcement from Beijing that certain qualified rural banks would see their reserve 
ratios lowered to provide more funding for agricultural industries, as well as extending 
tax breaks for smaller businesses from end-2013 to end-2016, following a State 
Council meeting. IO swaps rallied immediately, with May traded up from $113.75/t to 
$114.75/t in an hour following the radio news and website release.   

Ahead of this, profit-taking continued in Chinese financial steels today, despite the 
country’s Q1 GDP coming in at 7.4% (up 1.4% q/q), better than expected, although 
down from 7.7% in Q4 and the slowest pace since Q3:12. Interestingly, Chinese steel 
output grew by only 5.3% y/y in Q1, including just 2.2% y/y in March. Chinese 
officials continue to rule out major stimulus support to offset the dip in growth. Analysts 
suggest further GDP weakness may be expected for Q2.    

Fixed asset investment in March grew 17.6% y/y, compared to 18.1% expected.  
March IP grew 8.8%, versus 9% expected and up from 8.6% in Jan-Feb, while Q1 
reached 8.7% y/y growth, down from 10% in Q4:13. Retail sales grew 12.2% in line. 
Chinese Q1 home sales fell 7.7% y/y, highlighting price declines. New construction fell 
25% y/y, as credit tightened, highlighting the loss in steel output rates.     

Shanghai Equities rose 0.17% to 2105 points, trading flat following today’s well-
canvassed data releases. The next key data point will be next Wednesday’s flash PMI 
result. Shanghai 7-day interbank rates dropped dramatically to 2.73%. Currency spot 
closed at 6.2220, while the reference rate was set at 6.1589, weakest since  
mid-September.  

Shanghai Rebar Futures May-14 contract closed RMB 33/t lower at RMB 3,276/t, 
while the Oct-14 contract closed off RMB 40/t at RMB 3,329/t. Shanghai Dazong 
July futures fell RMB 20/t to RMB 3,399/t, while SHFE HRC Oct futures fell RMB 
30/t to RMB 3,418/t. 

Among physical steels, Tangshan billet prices rose RMB 10/ back to RMB 3,000/t in 
the morning before seeing profit-taking back to RMB 2,990/t in the afternoon. 
Yanggang’s weekly billet tender fell RMB 1/t w/w to RMB 2,986/t. Rebar prices fell 
RMB 10/t in Shanghai, while trading flat in Beijing. HRC prices remained stable again 
today in Shanghai and Beijing.  

China’s daily crude steel hit a record in March of 2.266mt/day, up from an average of 
2.217mt in Jan-Feb, according to NBS statistics. Total March steel output printed at 
70.25mt, up 2.2% y/y, in line with our expectations, based on CISA’s 10-day 
correlations. Q1 steel output totalled 261.41mt, up 5.3% y/y.   

Dalian Commodity Exchange IO active May-14 contract prices rose RMB 1/t to RMB 
854/t, while the Sept contract fell RMB 15/t to RMB 797/t. The Exchange is keen to 
attract overseas investment participation and is discussing with regulators how this 
might proceed.  

 

Among physical iron ore, Vale tendered a Fe 63.62% Carajas late-May cargo at 
$119.80/t. On globalORE, 3 May cargoes traded at a Platts +$1.20/t premia; while 1 
cargo traded at Platts + $1.30/t.. An April cargo also traded at $116.30/t. PB fines at 
port is trading at RMB 770/t and $115/t in the spot market, while spot lump premia 
are in the 17c/dmtu range.    
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The TSI Fe 62% China CFR price index fell 90 cents to $116.20/t (MTD: $117.10/t). 
The Platts Fe 62% index fell $1/t to $114.75/t (MTD: $116.50/t), while the TSI Fe 
58% index fell $1.50/t to $104.40/t (MTD: $105.51/t). The Metal Bulletin Fe 62% 
index fell $1.04/t to $116.14/t, while its Fe 58% index fell 36 cents to $100.74/t. 
Argus Fe 62% index fell $1.45/t to $113.55/t. Mysteel’s Fe 62% index fell 50 cents 
to $115.50/t, while its Fe 58% index fell 50 cents to $104.50/t. 

In IO supply news, BHPB has lifted its FY2014 Pilbara output forecasts by 5mt to 
217mt, following a less cyclone-disrupted Q1 than expected. The miner dug out 
54.81mt in Q1, up 23.9% y/y and up 2.19% q/q. The 35mtpa Jimblebar expansion is 
expected to be completed by the end of H2:15, after ramping to 4.63mt in Q1, up 
from 2.89mt in Q4:13. Plans to add a further 20mtpa to Jimblebar, taking its capacity 
to 270mtpa, are also underway. Sales of fines reached a record 35.89mt in Q1, while 
lump sales amounted to 11.23mt, generating total sales of 55.02mt, up 2.25% q/q. 
Samarco’s output fell 19% q/q to 4.6mt, due to tie-in issues ahead of its 4th pellet 
plant opening, with sales reaching 4.07mt.      

FMG expects to ship 41.6mt in Q2, after shipping 31.5mt in Q1, to reach its FY2014 
target of 127mt, following the ramp-up of 40mtpa Kings. FMG opex lifted to $35/t in 
Q1, while average realised prices fell to $107/t China CFR. Net debt remains 
$7.7bln.    

Vale has secured a $2.8bln 10-yr loan to continue with the Carajas 90mtpa S11D 
developments, including lifting rail capacity to 230mtpa into PDM, with full capacity 
expected to be reached by the end of 2018, after starting up in late-2016.  

Manganese 44% prices are trading at $4.70/dmtu, with downside risks.   

The Baltic Exchange Cape index shifted 11% lower to $9,140 /day, with C3 at 
$18.25/t and C5 at $7.42/t. Q2 FFA’s are trading off below $15,000/day.  

The March cape fleet saw 1.84m dwt added, compared to 1.24m dwt in Feb and 1.83m 
dwt in March, taking Q1 net totals to 4.9m dwt. On a worst case basis, this effectively 
adds 20mt of bulk ore carriage assuming a 4-voyage/year long haul round trip, from 
Brazil to China. IO shipments reached a high of c.141mt/mth in September, and have 
since fallen back to lows of c.130mt/mth in Jan-Feb. We expect a resurgence in IO 
shipments back above 142mt in May, after reaching 138mt in March.      

For Q3:14 thermal coal prices, API 2 is trading at $77.70/t; API 4 is trading at 
$75.75/t; while Newcastle is trading at $74.50/t. API 8 is trading at $76.05/t in 
May, off 10cents. Yancoal Australia has closed its 1.3mt Austar underground SSCC/TC 
mine in NSW, following a fatal accident. BHPB sold 4.3mt of export coal form NSW and 
3.18mt from South Africa, as well as 2.65mt from Cerrejon Colombia and 0.46mt from 
Illawarra during Q1. The Ukrainians launched an offensive yesterday against Russian 
separatists, with fears Russia may retaliate.     

Zhengzhou Futures May-14 contract price fell RMB 0.8/t to RMB 572/t, while the 
Sept contract fell RMB 2.4/t to RMB 535.6/t. The Bohai Index rose RMB 1/t to RMB 
532/t. QHD stocks dropped 4.3% to 4.93mt, following Daqin rail maintenance. Total 
port stocks fell 2.5% to 13.66mt, while GZ port stocks rose 0.8% to 3.28mt. GZ coal 
prices have fallen RMB 5-10/t due to power plant maintenance. Shenhua is to retain its 
May price at RMB 530/t for NAR 5500 materials. The Hong Kong Exchange plans to 
launch coal futures later in the year 

Chinese power output grew 6.2% y/y to 425.8bln kWh in March, while growing 5.8% 
in Q1 to 1.27 trillion. Hydro grew 10.6% in March, due to high water volumes, while 
thermal grew 5.3%. (Interestingly power demand grew more strongly at 7.2% y/y in 
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March and up 5.4% in Q1: do we begin to query the power demand numbers as well as 
the GDP results now?).   

Premium Hard Coking Coal spot prices are trading in the $112-117/t Qld FOB range, 
with China CFR prices ranging $122-127/t. Walter will idle its high-cost Canadian 
1.6mtpa Wolverine mid-vol & 1.9mtpa Brule low-vol PCI operations (with costs ranging 
c.$92-115t fob), due to low net prices. BHPB sold 1.58mt from Illawarra, together with 
a record 7mt HCC and 2.59mt of SSCC from its Qld mines in Q1, as expansions ramp-
up. BHPB expects to deliver coking coal output of 43mt for the full year.        

On the Dalian Exchange, May-14 coke price traded off RMB 5/t to RMB 1,165/t, 
while the Sept contract fell RMB 8/t to RMB 1,262/t. Among Dalian HCC prices, May 
contract prices closed off RMB 4/t to RMB 820/t, while the Sept contract fell RMB 
17/t to RMB 881/t, erasing yesterday’s gains. Chinese coke production fell 0.4% y/y 
to 114.33mt, highlighting the difficult conditions across the steel sector.   

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 1 878 1 852 1 880 1 841 -26 -1.38 1 833.50 -7 -38.00 
Copper 6 654 6 541 6 665 6 513 -113 -1.70 6 645.00 -41 -5.25 
Lead 2 120 2 109 2 121 2 091 -11 -0.53 2 075.00 -30 -22.25 
Nickel 17 839 17 660 17 910 17 130 -179 -1.00 17 735.00 340 -51.00 
Tin 23 330 23 375 23 431 23 299 45 0.19 23 495.00 -90 60.00 
Zinc 2 050 2 045 2 060 2 034 -5 -0.24 2 032.50 -5 -11.50 
          
Daily LME Stock Change (mt)          
Metal Today Yesterday In Out One day 

change 
YTD change 

(mt) 
Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 334 175 5 344 275 0 10 100 -10 100 -123 900 2 975 550 56 606 234 
Copper 242 775 244 950 0 2 175 -2 175 -123 650 102 425 42 160 124 
Lead 202 300 202 400 0 100 -100 -12 150 30 075 15 63 126 
Nickel 278 514 279 966 396 1 848 -1 452 16 878 131 418 47 98 587 
Tin 9 475 9 460 15 0 15 -210 2 090 22 8 002 
Zinc 807 975 811 225 0 3 250 -3 250 -125 500 168 975 21 114 533 
          
Shanghai 3-month Open Last 1d Change  COMEX Open Close Change Change (%) 
Aluminium 13235 13245 -55  Ali Feb'14 - - - - 
Copper 45870 46070 -540  Cu Feb'14 298.3 298 -0.3 -0.10 
Zinc 23 330 23 375 0       
          
ZAR metal prices Aluminium Copper Lead Nickel Tin Zinc ZAR/USD 

fix 
  

Cash 19 288 69 905 21 829 186 572 247 167 21 382 10.5200   
3-month 19 761 69 792 22 503 188 432 249 411 21 820 10.6700   
          
Precious metals          
 AM Fix PM Fix High bid Low offer Closing bid Daily 

change 
EFP's   

Gold 1 324.50 1 325.75 1 328.75 1 282.33 1 302.39 -9.34 -0.9/-0.5   
Silver - 19.74 20.04 19.23 19.61 -0.27 -2/0   
Platinum 1 464.00 1 466.00 1 469.13 1 429.50 1 438.50 -2.50 +1.5/+3.5   
Palladium 810.00 813.00 810.20 787.85 793.90 12.10 +0.0/+1.0   
          
Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold -0.078 -0.056 -0.036 0.016 0.088     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1514 0.192 0.22635 0.3209 0.5455     
          
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 

MA 
200-day 

MA 
Support Resistance   

Gold 51.23 1 307.58 1 307.10 1 276.57 1 300.16 1 295.35 1 306.52   
Silver 44.55 19.94 19.97 20.20 20.91 19.39 19.66   
Platinum 52.98 1 447.58 1 434.84 1 412.61 1 429.75 1 434.00 1 443.00   
Palladium 58.06 789.17 783.71 742.20 735.60 792.27 798.47   
          
Active Month Future COMEX GLD COMEX SLV NYMEX PAL NYMEX 

PLAT 
DGCX GLD TOCOM 

GLD 
CBOT GLD   

Settlement 1316.3 19.805 796.7 1467.4 1316.7 4314 1327.6   
Open Interest 364051 165569 41348 67061 1550 87660 24   
Change in Open Interest -30381 32282 5010 6027 284 -15082 -289   
          
Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 122.748 0.49 123.395 0.97 122.729 0.97 121.231 0.89  
Gasoil 0.1% Rdam ($/mt) 920.5 2.75 917.75 2.50 915 2.00 909.75 0.25  
NWE CIF jet ($/mt) 960.19 4.64 972.92 8.50 972.89 8.13 973.2 7.18  
Singapore Kero ($/bbl) 120.398 0.49 121.425 0.97 121.259 0.95 120.731 0.82  
3.5% Rdam barges ($/mt) 578.551 -1.31 581.089 -2.81 581.111 -1.99 578.857 -1.23  
1% Fuel Oil FOB ($/mt) 629.81 -0.73 619.55 -1.17 617.09 -0.57 613.19 -0.13  
Sing FO180 Cargo ($/mt) 599.012 -1.35 605.039 -3.13 607.049 -2.26 606.607 -1.15  
          
Thermal coal Q2 14 Change Q3 14 Change Q4 14 Change Cal 15 Change  
API2 (CIF ARA) 75.25 0.45 75.05 0.40 77.45 0.50 80.55 0.50  
API4 (FOB RBCT) 74.00 0.60 73.65 0.60 74.20 0.25 76.95 0.45  
Source: CREate 
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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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