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Commodities Daily 

Base metals 

The base metals have rallied into Thursday afternoon, with copper leading the way higher 

following a strong close yesterday. Aluminium and zinc have stabilised following 

Wednesday’s sell-off, while lead and nickel are back around Wednesday’s intraday highs. 

US Durable Goods Orders were much better than expected, coming in at 2%  

(ex transport) vs. expectations of a 0.6% gain. The dollar has strengthened on the news; 

however, the base metals have shrugged off the currency effect and remain well 

supported.  

Copper prices recovered strongly during Wednesday afternoon, with the metal continuing 

to push higher over night and into Thursday afternoon, finally looking like closing a 

technical gap between $6,746 and $6,772 on the chart that emerged on March 10th. 

We noted a couple of weeks ago that the copper market looked to be tightening up 

(Commodities Daily 15 April 2014 & 1st April 2014), with signs suggesting that this 

continues to be the case. Yesterday’s reports regarding SRB activity have helped boost 

sentiment; meanwhile, Platts is reporting that Spot CIF premia for China have popped 

back towards$100-110/mt. From our own sources, bonded premia are back around 

$120/mt, after having fallen as low as $80/mt.  

Aluminium prices have recovered from Wednesday afternoon’s sell-off but are 

consolidating rather than pushing any higher. In general, open interest has fallen over the 

past couple of weeks, suggesting that long liquidation (profit taking) is the main feature 

following aluminium’ s run up in prices over the second half of March and into early April. 

Inventory-wise, another large inflow was seen at Vlissingen, with 20,075 mt entering the 

warehouse, though this was largely offset by a 19,825 mt jump in cancelled warrants at 

Detroit. 

s 

By Leon Westgate 
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Precious metals 

The precious metals have had a very choppy day, with the triggering of downside stops 

resulting in sharp falls in gold, silver, platinum and palladium. All of the metals have 

since stabilised and recovered, though palladium is the only metal actually trading 

higher on the day.    

The PGMs remain dominated by the ongoing talks between South African miners and 

the AMCU. As a sign of the impact that the strikes are having on supply, Anglo 

American’s Amplats division reported a 39% y/y drop in production in Q1-14, with 

Amplats producing 357koz compared to 583koz in Q1-13. 

Palladium meanwhile continues to garner support from further ETF inflows, with 

Palladium ETFs adding 52.9koz yesterday to reach a record 2.5Moz. Palladium prices 

have continued to push higher following the weakness seen at the beginning of the 

week, with prices climbing back above $790/oz.  

Gold broke below key technical support at $1,276, with the picture still looking 

resolutely bearish. Silver is meanwhile also under pressure but is receiving some 

technical support around $18.90 and is recovering into the afternoon.  

By Leon Westgate 

Bulks 

Chinese financial steels continued yesterday afternoon’s rally, while IO swaps await 

tender results from RioT and Vale later today. China’s IO demand appears to be growing 

at a paltry 3.8% y/y, based on the latest daily steel release. This suggests swaps and 

physical prices are tracking at relatively fair value in the $112-114/t range.  

Shanghai Equities closed on a slightly negative tone, off 0.5% at 2057 points. The 

market has largely ignored an announcement that 80 (pilot) infrastructure projects  

(in power, rail, ports, clean energy, IT, oil&gas, and petrochemicals) will be offered for 

private investment, as part of central aims to reduce the drain on public debt and 

improve the pricing parameters of future investments, to avoid resource misallocation, 

as China’s key SOE business operations transition to more market-linked structures. 

Funding sources will include a combination of JVs; public tenders; sole ownership; and 

franchising.  Meanwhile Chinese central SOEs have seen profits rise only 3.4% y/y in 

Q1, according to SASAC.  

Shanghai 7-day interbank rates jumped to 3.55%, following seasonal corporate tax 

payment requirements and the sale of RMB 85bn repurchase agreements by the PBOC 

of 28-day funds at 4%. Overall the PBOC has drained a net RMB 2bn only from the 

monetary system this week, compared to RMB 41 bn last week. The spot Currency 

continues to weaken, depreciating to 6.2419 today, after hitting lows of 6.2472 during 

yesterday, while the PBOC set the day’s reference rate at 6.1589.  

Shanghai Rebar Futures May-14 contract closed up RMB 1/t at RMB 3,277/t, while 

the Oct-14 contract closed RMB 17/t higher at RMB 3,283/t. SHFE HRC Oct futures 

rose RMB 10/t to RMB 3,390/t. Among physical steels, Tangshan billet prices 

remained stable at RMB 2,930/t. Rebar prices were unchanged in Shanghai and Beijing. 

HRC prices rose RMB 10/t in both Shanghai and Beijing.  

Dalian Commodity Exchange IO active May-14 contract prices were up RMB 17/t to 

RMB 853/t, while the Sept contract rose RMB 8/t to RMB 794/t. Among physical iron 

ore, globalORE traded x2 MNP June-cargoes at $113/t, followed by a May trade later 

in the day at $113/t, while another 3 June-cargoes traded at Index+$1.50. Vale 

tendered at IOCJ Fe 64% late-May cargo at a $2.28/t premia to index, down from 
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$3/t 2 days ago. RioT is rumoured to have pulled a PB fines tender due to lack of 

pricing interest at $115.50/t, instead transferring to globalORE at $115/t (Fe 62% 

basis). Rio’s actions sent IO swaps lower intra-day. Rumours suggest a prompt Fe 61% 

Jimblebar cargo traded at $110/t. Shanghai will allow exchanges for IO and energy in 

its free-trade zone, potentially competing with the CBMX physical platform.  

The TSI Fe 62% China CFR price index rose $1/t to $113.20/t (MTD: $116.05/t). 

The Platts Fe 62% index rose 25 cents to $113.50/t (MTD: $115.69/t), while the TSI 

Fe 58% index remained flat at $100.20/t (MTD: $104.39/t). Argus Fe 62% index fell 

25 cents to $111.70/t. Mysteel’s Fe 62% index remained flat at $112.75/t, while its 

Fe 58% index traded unchanged at $100/t. 

In IO supply news, India’s Supreme Court is recommending that Goan miners be 

required to pay 10% of their sales revenues into a sustainability fund. The Republic of 

Congo has invested in a 15% stake in Core Mining’s Avima project, which aims to ship 

3mtpa in its 1st phase from Gabon’s Brazzaville, using a rail line currently occupied by 

Arcelor Mittal, although with 3rd party usage rights. Atlas Iron shipped 2.73mt in Q1, 

taking 3Qtr shipments to 7.84mt, while expecting to ship up to 2.8mt in Q2, as its 

Wodgina and Abydos mines reach steadier operating rates. C1 costs reached c.$50/t, 

while realised CFR prices were $100/t in Q1. Mt Webber is set to begin in late-May, 

taking output up to 12mtpa. Voestalpine is to build a 2mtpa $760m HBI (DRI) plant in 

Texas to produce sponge iron for its Austrian steel mills. Anglo Kumba produced 

11.3mt of IO in Q1, up 10% y/y but off 6% q/q due to rains & machinery failures, with 

stockpiles increasing to 3.6mt, while reiterating that Minas Rio remains on track for 

year-end shipments. WA’s Premier has called the Padbury Mining plans for Oakajee 

“unrealistic”. Radar Iron has bought the Yerecoin magnetite project for $3.5m from 

Cliffs, Sojitz and Nippon.  

The Baltic Exchange Cape index shifted up 2.2% to $9.828/day, with C3 up 1.3% at 

$18.964/t and C5 off 0.1% at $7.682/t.  

For Q3:14 thermal coal prices, API 2 is trading at $76.60/t; API 4 is trading at 

$74.20/t; while Newcastle is trading at $74.50/t, all slightly weaker than yesterday. 

Anglo produced 4.1mt of export thermal coal in South African in Q1, while total 

exports, including Cerrejon, rose to 7.9mt. Transnet will begin its annual maintenance 

for 10 days from mid-May, tightening cargo availability, with c.0.2mt lost each day. 

RBCT had exported c.18mt in Q1. Coal of India produced 462.5mt of coal (80% of 

total supplies), up 2.3% y/y, but short of its 482mt target, partly due to a cyclone last 

October and mine clearance approval delays. Its supply target for 2014/15 is 520mt, 

including stockpiles. 

Zhengzhou Futures May-14 contract price rose RMB 1.8/t to RMB 528/t, while the 

Sept contract lifted RMB 1.6/t to RMB 540.6/t. Total port stocks fell 1% d/d to 

12.61mt.  

Premium Hard Coking Coal spot prices are trading in the $112-117/t Qld FOB range, 

with China CFR prices ranging $122-127/t. Some prompt Indian demand ahead of 

Monsoon season is creeping into FOB markets. Patriot Coal is to cut its West Virginian 

1.4mtpa coking coal mining at the Wells complex, joining Arch and Walter Energy’s 

recent closures. Meanwhile AK Steel has deferred a CC mine expansion in Pennsylvania. 

Bhushan Steel will start its No.2 BF, adding 2mtpa of PI capacity, which should increase 

its coking coal import demand by 0.7mtpa. Anglo produced 6.1mt of coking coal in Q1, 

up 31% y/y. 
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On the Dalian Exchange, May-14 coke price traded RMB 4/t off to RMB 1,104/t, 

while the Sept contract rose RMB 7/t to RMB 1,206/t. Among Dalian HCC prices, May 

contract prices closed off RMB 4/t to RMB 783/t, while the Sept contract rose  

RMB 4/t to RMB 846/t.  

By Melinda Moore 
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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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This report is issued and distributed in Europe Standard Bank PLC. 20 Gresham Street, London EC2V 7JE which is authorised by the 

Prudential Regulation Authority (“PRA”) and regulated by the Prudential Regulation Authority (PRA “) and the Financial Conduct 

Authority (“FCA”). This report is being distributed in the United States by Standard New York Securities (USA) LLC; in Kenya by CfC 

Stanbic Bank Limited; in Nigeria by Stanbic IBTC; in Angola by Standard Bank de Angola S.A.; in Brazil by Banco Standard de 

Investimentos S.A.;  in China by Standard Resources (China) Limited;; in Botswana by Stanbic Bank Botswana Limited; in Democratic 

Republic of Congo by Stanbic Bank Congo s.a.r.l.; in Ghana by Stanbic Bank Ghana Limited;in Isle of Man by Standard Bank Isle of Man 

Limited; in Jersey by Standard Bank Jersey Limited; in Madagascar by Union Commercial Bank S.A.; in Mozambique by Standard Bank 

s.a.r.l.; in Malawi by Standard Bank Limited; in Namibia by Standard Bank Namibia Limited; in Mauritius by Standard Bank (Mauritius) 

Limited; in Taiwan by The Standard Bank of South Africa; in Tanzania by Stanbic Bank Tanzania Limited; in Singapore by Standard 

Merchant Bank (Asia) Limited; in Swaziland by Standard Bank Swaziland Limited; in Zambia by Stanbic Bank Zambia Limited; in 

Zimbabwe by Stanbic Bank Zimbabwe Limited; in UAE by Standard Bank Plc – Dubai branch 

In jurisdictions where SBG is not already registered or licensed to trade in securities, transactions will only be effected in accordance 

with applicable securities legislation, which will vary from jurisdiction to jurisdiction and may require that the trade be made in 

accordance with applicable exemptions from registration or licensing requirements. 

Standard Bank Group Ltd Reg.No.1969/017128/06) is listed on the JSE Limited .SBSA   is an Authorised Financial Services Provider 

and it also regulated by the South African Reserve Bank. 

Copyright 2014 SBG. All rights reserved. This report or any portion hereof may not be reprinted, sold or redistributed without the 

written consent of Standard Bank Group Ltd. 

 
 


