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Gold — OI at 5-year low, volumes 
unchanged 
 
Support for spot gold remains at the 200d MA, currently at $1,284. This level has 
held well the past week, especially in the face of a US dollar that has continued to 
strengthen – in particular against the euro. Yesterday, gold rallied from $1,284 to as 
high as $1,309. 

The CFTC data published on Friday last week indicated that net speculative length as a 
percentage of open interest for gold was still relatively high at 26% (compared with 
the 5-year average of 24%), implying that support via the futures market for the gold 
price is becoming compressed. Looking more closely at COMEX gold, it is interesting 
to note that aggregate open interest for gold has fallen to the lowest levels since May 
2009. At the same time, aggregate daily volume has not declined substantially,  
indicating that positions are not carried over overnight (hence lower open interest) 
and that participants generally prefer to day-trade and close positions, most likely 
because  of gold’s range-bound nature since April last year. But this would also 
indicate to us that rallies, like the one yesterday, whether triggered by short-covering 
or new longs (on the back of e.g. heightened political risk), are likely to be short-lived, 
given that positions are generally not carried for long periods of time and closed out 
quite quickly. 

Our tactical view stands: gold’s bias lies to the downside based on (1) price-sensitive 
and weaker y/y physical demand, as well as (2) expectations of higher real interest 
rates. However, it is clear from futures market behaviour that day-trading markets will 
keep prices volatile on an intraday and intraweek basis. It is therefore also informative 
to look at where interest in the option market interest lies, as this could reveal 
something about expectations. For the September futures contract (with options 
expiring on 26 August), call option open interest is large at every strike from $1,300 
all the way to $1,330. The strike with the largest open interest is at $1,320 with 
3,434 contracts. On the downside, open interest for puts are high for strikes at 
$1.300 all the way to strikes at $1,270, with the largest open interest at a strike of 
$1,275 (with 2,624 contracts), closely followed by the $1,270 strike (with 2,541 
contracts). The distribution is relatively evenly spread, with $1,300 roughly in the 
middle. This, combined with a market which doesn’t want to carry positions overnight, 
could make for a few more weeks of trading around the $1,300 level. However, given 
our overall fundamental view, we do not foresee new buying interest if gold pushed 
above $1,330. However, we could see selling if gold dropped below $1,284. 

By Walter de Wet

COMEX gold open interest 

 

Source: COMEX, Standard Bank Research 
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Base metals 

On the macro front, German industrial production has undershot expectations. Industrial 
production for June increased by only 0.3% m/m (consensus: 1.2% m/m). This is the 
fourth consecutive print of industrial production falling short of expectations, and 
perhaps a sign that the German economy, which has been the engine of growth for the 
Eurozone, is slowing faster than expected. We would keep an eye on the ECB meeting 
today and any concerns from the central bank around growth, particular Germany. 

Generally, open interest for base metals is moving lower, which suggests long 
liquidation, especially for a metal such as zinc. With a stronger dollar in recent weeks 
and concerns over growth in e.g. the Eurozone, we would not be surprised to see further 
long liquidation into the weekend. 

Nickel is an outlier, finding strong support on the back of reports that nickel production 
at a mine operated by a Ramu NiCo in Papua New Guinea has been stopped due to 
protests by local residents. The mine produces around 22Kt per year (60t per day). 
Indications are that the stoppages are temporary. We therefore doubt that this will 
change the fundamental picture for nickel, even if production is stopped for a few days. 
Our estimates put the nickel market in a small surplus of 21Kt this year, dropping to a 
deficit of 107Kt next year. However, we believe that the nickel price of $19,000 largely 
reflects this already. 

Copper is under pressure, but continues to find support from its 200day MA – the metal 
has bounced six times from this level since the start of July. We don’t expect the price 
to collapse, but some downside for the metal may be in store, should this key support 
level give in. 

By Walter de Wet 

Bulks 

Chinese financial steels maintained recent trading ranges again today, although selling 
off into the close, following a sell-off in equities on further negative property data. 
Housing inventory within 20 large Chinese cities have jumped to an average multiple of 
over 23 months of June’s sales, implying little immediate need for fresh construction 
activities.   

China’s trade and CPI data sets will be released tomorrow.   

Shanghai Equities dropped 1.34% to 2,188 points on a relatively quiet summer’s news 
day. Foshan City has eased property restrictions, joining 28 other cities to do so. 300 
Chinese cities experienced land sales drops of 15% m/m in July, while off 49% y/y. 
Buyers in Jiangsu and Zhejiang have given up their properties & repaid mortgages due 
to property losses. Chinese local governments have announced RMB 6 trillion of 
investment plans for 2014, however they will face challenges in actually raising the 
necessary funds, particularly for transport infrastructure projects where returns are too 
low to attract private capital. MIIT is to encourage and support six mining leaders, 
including Chalco, Baotou, China Minmetals, to coordinate industry consolidations.      

Shanghai 7-day interbank rates fell to 3.48%, with the PBOC securing RMB 20bn in 
14-day repurchase contracts at 3.7% today, leaving the figure as this week’s net 
withdrawal, following the return of oversubscribed IPO monies. The Bank suggested 
selective easing would continue during 2H:14, employing relending and pledged 
supplementary lending to lower costs for certain targeted sectors. China is likely to open 
up its banking sector to private investment. Spot Currency traded at 6.1603, below the 
PBOC reference rate set at 6.1670 and the widest premia since February, as sentiment 
improves. 
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Shanghai Rebar Futures Jan-15 contract fell RMB 4/t to RMB 3,100/t, while the Oct-
14 contract closed RMB 12/t lower at RMB 3,109/t. Dazong HRC Oct-14 futures 
closed at RMB 3,310/t, unchanged, while SHFE HRC Oct futures moved up RMB 6/t 
to RMB 3,340/t. Among physical steels, Tangshan billet prices fell RMB 10/t to  
RMB 2,690/t. Rebar prices rose RMB 10/t in Beijing, while remaining unchanged in 
Shanghai. Pingxiang Steel cut its rebar price by RMB 60-90/t. HRC prices were stable 
in both markets. CISA mills’ daily crude steel output in late July fell 2.81% to 1.757mt 
p/p, while stocks fell 4.9% to 14.0837mt.  

Dalian Commodity Exchange IO active Sept-14 contract prices rose RMB 8/t to  
RMB 687/t, while the Jan-15 contract lifted RMB 5/t to RMB 678/t. Among physical 
iron ore, activity picked up today. globalORE traded an MNP Aug-cargo at $96/t, then 
another later Sept-cargo at $95/t. BHPB sold a Yandi fines cargo (Fe 58%-basis) on 
the same platform at MB Fe 58% premia index plus 50 cents, while a PB fines (Fe 62% 
basis) early Sept-cargo traded at $95.50/t. Vale closed an IOCJ Fe 64.05% tender at 
$102.80/t. Vale will conduct a Fe 61.89% SSFG (Silica Fe 6.21%) mid-August cargo. 
Meanwhile, port IO prices rose RMB 5/t today.   

The TSI Fe 62% China CFR price index rose 10 cents to $96/t (MTD: $95.60/t).  
The Platts Fe 62% index remained flat at $95.50/t, while the TSI Fe 58% index also 
remained unchanged at $80.80/t (MTD: $80.74/t). The Metal Bulletin Fe 62% index 
fell 78 cents to $95.40/t, while its Fe 58% index fell 9 cents to $73.51/t. Argus Fe 
62% fell 5 cents to $93.90/t. Mysteel’s Fe 62% index remained flat at $95.50/t, 
while its Fe 58% index printed unchanged at $81.50/t.   

In IO supply news, Port Hedland exported 36.1mt in July, up from 33.6mt in June, as 
key expansion projects from BHPB and FMG continue to ramp up. The planned Port 
Hedland strike by tugboat Engineers has been cancelled due to a technical glitch – am 
sure they’ll be back for more eventually.  

The Baltic Exchange Cape index shifted a further 0.6% lower to $8,388/day, with C3 
at $18.645/t and C5 at $7.477/t. FFA Q3 capes are trading in the $17,900/day 
range.  

For Q4:14 thermal coal prices, API 2 is trading at $77.95/t; API 4 is trading at $74/t; 
while Newcastle is trading at $71.75/t, driven higher by stronger physical bids on fears 
of higher EU gas pricing. Russia has banned agricultural imports from the EU and the 
US, including cheese, fish, beef, port, fruit, vegetables and dairy. RBCT shipped 5.42mt 
in July, compared to 4.9mt in June, while stocks had climbed to 4.875mt, the highest 
levels since Sept-13.    

Zhengzhou Futures Sept-14 thermal contract prices traded RMB 0.2/t down to RMB 
474.8/t, while the Jan-15 contract dropped RMB 1.0/t to RMB 512.4/t. Total 
Chinese thermal port stocks fell to 18.37mt, down 0.9% d/d, with QHD coal stocks 
falling to 6.52mt, down 1.5% d/d, and GZ port stocks slipping to 3.30mt, down 2.1% 
d/d. Rumours suggested the NDRC may lower on-grid electricity tariffs by 
0.011rmb/kWh in mid Aug, with Jiangsu utilities already receiving advance notice. 
Although this is to allow catch-up with recent coal price falls of RMB 50/t, the market 
remains concerned that this move will still cause weakness in coal prices. Another 
rumour suggests the NDRC is formulating plans to cut the coal industry’s overcapacity.   

Premium Hard Coking Coal spot prices are trading in the $108-113/t Qld FOB range, 
with China CFR prices ranging $118-123/t. Among Dalian HCC prices, Sept-14 coke 
prices traded RMB 3/t higher to RMB 1,037/t, while the Jan-15 contract traded RMB 
7/t higher at RMB 1,139/t. Sept-14 contract prices traded RMB 5/t lower to RMB 
741/t, while the Jan-15 contract traded RMB 6/t higher at RMB 816/t. 

 

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

change 
Change (%) Cash Settle Change in 

cash settle 
Cash - 3m 

Aluminium 2 011 2 024 2 036 1 991 13 0.63 1 983.50 -19 -10.75 
Copper 7 055 6 970 7 059 6 952 -85 -1.20 6 995.00 -106 15.15 
Lead 2 236 2 243 2 248 2 202 8 0.34 2 212.50 -35 -2.00 
Nickel 18 450 18 730 18 836 18 256 280 1.52 18 275.00 -215 -77.00 
Tin 22 500 22 280 22 500 22 260 -220 -0.98 22 375.00 -5 -49.00 
Zinc 2 373 2 358 2 376 2 320 -15 -0.63 2 333.00 -47 -3.50 
          
LME inventory  Today Yesterday In Out One day 

change 
YTD change 

(mt) 
Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 4 927 500 4 936 900 0 9 400 -9 400 -530 575 2 863 600 58 226 617 
Copper 143 700 144 350 100 750 -650 -222 725 28 400 20 190 539 
Lead 215 900 215 650 250 0 250 1 450 10 225 5 48 283 
Nickel 318 114 317 874 288 48 240 56 478 93 582 29 79 098 
Tin 12 710 12 490 230 10 220 3 025 2 305 18 8 040 
Zinc 678 250 668 625 10 000 375 9 625 -255 225 63 500 9 147 300 
          
Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 14030 14120 55  Ali Feb'14 - - - - 
Copper 49520 49720 -280  Cu Feb'14 316.6 316.95 0.35 0.11 
Zinc 22 500 22 280 0       
          
Precious metals          
 AM Fix PM Fix High bid Low offer Closing bid Daily 

change 
   

Gold 1 302.00 1 306.50 1 309.80 1 287.76 1 305.80 17.55    
Silver - 19.78 20.13 19.74 20.02 -0.14    
Platinum 1 466.00 1 457.00 1 465.88 1 449.25 1 461.50 0.50    
Palladium 855.00 845.00 850.50 839.90 849.80 -5.00    
          
Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.048 0.07 0.096 0.132 0.2     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1585 0.196 0.2371 0.3299 0.5604     
          
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 

MA 
200-day 

MA 
Support Resistance   

Gold 51.07 1 296.99 1 302.83 1 296.34 1 284.25 1 301.62 1 308.10   
Silver 46.39 20.32 20.61 19.98 20.17 19.96 20.11   
Platinum 49.06 1 470.15 1 479.32 1 456.48 1 433.81 1 459.46 1 474.08   
Palladium 52.25 866.48 870.49 828.08 780.62 850.23 860.78   
          
Active Month Future COMEX 

GLD 
COMEX SLV NYMEX PAL NYMEX 

PLAT 
DGCX GLD TOCOM 

GLD 
CBOT GLD   

Settlement 1306 20.05 856 1465.2 1304.8 4293 1306.7   
Open Interest 360342 157578 44360 66836 990 94427 12   
Change in Open Interest -34090 24291 8022 5802 -276 -8315 -301   
          
Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 117.968 1.03 118.122 1.24 118.277 1.22 118.256 1.23  
Gasoil 0.1% Rdam ($/mt) 876.5 -2.25 879.75 -2.00 883.5 -2.00 888 -3.00  
NWE CIF jet ($/mt) 960.7 9.72 956.36 12.13 955.52 11.73 953.65 9.45  
Singapore Kero ($/bbl) 117.867 0.98 118.082 1.23 118.277 1.25 118.356 1.26  
3.5% Rdam barges ($/mt) 561.575 -0.48 559.044 -1.64 558.874 -1.39 562.699 -0.51  
1% Fuel Oil FOB ($/mt) 568.98 -4.45 573.79 -3.47 575.69 -3.07 577.37 -2.01  
Sing FO180 Cargo ($/mt) 594.66 -1.69 590.819 -1.84 590.374 -1.31 591.783 -0.51  
          
Thermal coal Q3 14 Change Q4 14 Change Q1 15 Change Cal 15 Change  
API2 (CIF ARA) 74.50 -0.50 77.05 -0.45 78.65 -0.35 80.45 -0.40  
API4 (FOB RBCT) 73.85 -0.15 74.05 -0.20 75.25 -0.05 76.75 -0.10  
Source: LME, COMEX, NYMEX, Bloomberg, Standard Bank Research 
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Commodity data (continued) 
Bulks       
Steel—Physical Latest Price 1-day 1-week 1-month 3-month 6-month 
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 375.52 1.64% 4.29% 3.13% 5.52% 2.41% 
China Tangshan Steel Billet $/t 446.00 0.22% -0.45% -4.50% -6.11% -12.20% 
China HRC export (Shanghai FOB) $/t 516.00 0.39% 0.39% -0.77% -3.55% -1.71% 
North Europe HRC domestic (ex-works) $/t 415.00 0.00% 1.22% -3.49% -6.74% -6.74% 
North America HRC domestic (Midwest FOB) $/t 682.00 0.44% 2.87% -2.57% 2.10% 5.08% 
       
Steel—Futures       
LME Billet Cash  $/t 416.50 0.00% 6.79% 7.90% 15.69% 239.31% 
LME Billet Futures (1-mth) $/t 418.50 -0.12% 6.90% 8.14% 15.93% 229.53% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 496.60 0.44% 7.88% -6.78% -5.76% -10.12% 
Shanghai Rebar Futures On-Warrant Stocks—change -293.00 - - - - - 
China Steel Inventory (million tonnes) 12.59 0.29% -3.33% -20.37% -21.70% -15.96% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 95.90 0.31% 0.00% -8.75% -20.68% -27.95% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 80.80 -0.12% 1.00% -13.49% -28.31% -34.52% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 95.72 -0.34% 0.49% -8.40% -20.56% -28.23% 
China Iron Ore Inventory (million tonnes) 104.57 -0.16% -2.28% -0.51% 10.93% 48.14% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 114.75 0.00% 0.79% -0.65% -11.15% -16.55% 
       
Capesize freight       
Saldanha South Africa-Beilun China 13.10 0.00% -5.42% -6.43% -6.43% -10.27% 
       
Financials pricing       
RMB Currency 6.16 -0.21% -0.69% -1.19% 1.60% 0.68% 
China 7-day repo 3.50 -15.05% 0.86% 12.90% -35.54% -10.03% 
API2 (CIF ARA) 2187.67 -0.63% 6.20% 8.83% 7.00% 6.88% 
Source: LME, Bloomberg, Standard Bank Research 
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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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