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Commodities Daily 

Base metals 

Very poor Chinese loan data have set the tone for the morning, with the base metals 
complex coming under pressure. With the exception of copper, which has seen 
volumes build up after prices traded below recent technical resistance, turnover for the 
other LME metal has been pretty disappointing.  

Monetary data in China for July was very weak. Total aggregate financing rose just 
CNY273bn, compared to CNY1974.5bn in June and expectations of CNY1500bn.  
New yuan loans meanwhile increased CNY385bn, less than half the expected level of 
CNY780bn. This was reflected in M2 monetary growth data which rose an annual 
13.5% against expectations of 14.4%. It isn’t all bad, however, with the PBOC feeling 
the need to reassure the market that lending has not fallen off a cliff by saying that 
daily lending was between CNY30bn and CNY50bn in the first 10 days of August. 
Industrial production was also disappointing, coming in at 9.0% vs. expectation of 
9.2%. Taken in combination, the weak lending data and other economic data, along 
with the PBOC reassurance adds to the feeling that some sort of policy easing, perhaps 
an RRR or even interest rate cut, may be on the way.  

Copper came under pressure overnight in the wake of the Chinese data. The metal has 
also come under additional pressure after a poor technical close yesterday and 
subsequently failing to hold recent technical support around its 200-day MA. 
Momentum traders appear to have stepped in with copper trading down towards 
$6,920. Interestingly, nearby spreads have actually tightened, even with weaker 
outright prices.  

Inventory-wise, headline copper stocks increased by 675 mt, while on-warrant stocks 
climbed by 3,975 mt. The main reason for the increase was a re-warranting of 2575 
mt of previously cancelled material in Johor. While it is likely to simply be a reaction to 
tightness in the nearby spreads and participants delivering into short positions rather 
than rolling forward, the previous sentence is usually a phrase reserved for nickel.  
It would be interesting if the cancellation then re-warranting of material at Johor and 
other locations starts to become a more regular feature of the market particularly in 
the wake of Qingdao. For the moment, however, stocks of copper at Johor are low, 
while Busan inventory is being steadily drawn down. Nevertheless, repeated warrant 
cancellations and re-warranting (generating a steady supply of warehouse receipts) is 
perhaps something to keep an eye on in the future. 

Zinc has fallen below £2,300 and is back around where it started the week. Good two-
way interest has started to build, after a slow start, with dip-buying interest emerging. 
Zinc stocks have increased again, with zinc on-warrant stocks climbing 10,000 mt 
following a fresh delivery into New Orleans. 

Lead has tended to track zinc of late with the discount to zinc stabilising and holding 
between $50-70 for the past few days. On-warrant lead stocks climbed 3,875 mt this 
morning, though the increase in lead inventory was however due to the re-warranting 
of 3,875 mt of previously cancelled material at Port Klang. 

Elsewhere, nickel has recovered from an initial selloff this morning, now trading 
around yesterday’s closing levels. Aluminium is also consolidating, while tin is very 
quiet and remains range-bound.   

By Leon Westgate
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Precious metals 

Gold remains remarkably steady, with the metal shaking off geopolitical instability in 
Ukraine and the Middle East. Overall, big picture events like interest rate hikes are the 
focus of the market, though, given market uncertainty and a lack of conviction, prices 
are grinding sideways rather than lower, for the time being.   

Silver is dominated by what happens on Friday when the replacement for the silver fix, 
called the London Silver Price, goes live. Anecdotal reports about the Thomson Reuters 
and CME platform have been spectacularly uncomplimentary, while the switch to 
US$/lakh (100,000 oz) rather than US$/ounce has also drawn some criticism and 
seems a little unnecessary, to say the least. Meanwhile, there is no sign of which of the 
11 market-making members of the LBMA will be involved when the system goes live in 
less than 48 hours’ time. Doom and gloom aside, it nevertheless will be interesting to 
see what happens and how quickly the new benchmark gains traction.  

Elsewhere, palladium remains well supported and has rallied back towards late-July 
highs. Option activity and potential concerns over Russia may be giving the metal an 
additional boost, with $890 and $900 the key nearby targets.  

By Leon Westgate 

Bulks 

Chinese financial steels gyrated at lower levels again today, selling off into the close, 
after July’s key data sets showed the economy may be weakening more than expected, 
suggesting Beijing’s mini-stim rebound efforts faltering, in the face of the private sector 
property’s huge lag, due to oversupply. Interestingly, key cities are now looking at ways 
to remove home restrictions on “non-luxury” housing. The PBOC was adamant its 
monetary policy directions would not change as a result of China’s current weakness, 
while saying that the country’s new loan rate in early-August was running at  
RMB 30-50bn/ business day, nearly double July’s result, which may suggest some 
seasonality existed in the loan figures.   

China’s atrocious July new lending and aggregate financing results (lowest since  
Oct-08) triangulate well with the HSBC’s very poor July (property) services data, which 
fell back to flat and poor reba/IO pricing since mid-June, with IO failing to kick into our 
expected $100/t-$105/t on the assumed growth rate of 0-3%. We have had to 
assume production has been running at “negative growth” rates. And, indeed, July’s pig 
iron numbers have just published in negative territory.    

China’s July aggregate financing amounted to just RMB 273.1bn, compared to  
RMB 1.5 trillion estimated and RMB trillion in June. July new loans reached just RMB 
385.2bn, compared to RMB 1.08 trillion in June and an expected RMB 780 bn. July 
M2 grew at 13.5% y/y, compared to 14.4% expected. The PBOC was at pains to 
suggest the figures were partly an offset to June’s stronger-than-expected numbers, 
chasing the end to 2Q.   

Meanwhile July’s IP showed growth unchanged from June at 9.2% y/y, while YTD FAI 
expanded at 17.4% y/y, compared to YTD June’s 17.3% result. Retail sales grew at 
12.2% y/y in July, below the 12.5% y/y expected and June’s 12.4% figure. China’s 
cement output rose 3.5% y/y in July and 3.7% y/y YTD.  

Shanghai Equities actually rose 0.06% to 2,223 points, partly driven by further coal 
output cut announcements by the majors. Beijing and Shenzhen are looking at ways to 
ease property market controls for “non-luxury” homes. July home sales fell 28% y/y, 
the largest decline so far this year, again matching to the HSBC July services data.  
YTD home sales are off 9.4% y/y, with values off by 8.2% y/y, with new home sales off 
12.8% y/y.  
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Shanghai 7-day interbank rates remained at 3.4% today, despite the next IPO kicking 
off, which will withdraw c.RMB 50-60bn in cash from the market. Spot Currency traded 
at 6.1612, while the PBOC reference rate set at 6.1533. China may postpone its 
timetable for unhindered currency convertibility due to the arbitrage risks associated 
with liberation.   

Shanghai Rebar Futures Jan-15 contract fell RMB 19/t to RMB 3,044/t, while the 
Oct-14 contract shifted RMB10/t lower to RMB 3,075/t.  Dazong HRC Nov-14 
futures closed at RMB 3,296/t, dropping RMB 1/t. SHFE HRC Oct futures fell  
RMB 14/t to RMB 3,310/t. 

Among physical steels, Tangshan billet prices remained flat at RMB 2,660/t.  
The Yangang weekly billet tender fell RMB 25/t w/w to RMB 2,723/t, with the premia 
to spot widening this week. Rebar prices fell RMB 10/t in Shanghai and Beijing. HRC 
prices softened RMB 10/t in Shanghai, while remaining flat in Beijing. Wuhan has 
deviated from Baosteel, announcing a RMB 20/t increase in its September flat steel 
prices. China’s crude steel output rose just 1.5% y/y in July to 68.32mt 
(2.204mt/day), while 4.6% below June’s levels. YTD output is running at 480.76mt, 
up 2.7% y/y. Angang’s net profit fell 17.8% y/y in 1H:14. China’s pig iron output fell 
0.6% y/y in July to 59.75mt and compared to 60.01mt in June.  

Dalian Commodity Exchange IO active Jan-15 contract prices dropped RMB 5/t to  
RMB 662/t, while the Sept-14 contract fell RMB13/t to RMB 684/t.   

Among physical iron ore, RioT tendered a combined PB fines & lump early-Sept cargo at 
index + a lump premia of 14.58 cents/dmt. An international trader sold a PB fines  
mid-August cargo at $94/t. Local Chinese platform CBMX traded a Fe 60.8% MAC 
fines late-Aug cargo at $91.70/t (c.$93.57/t on Fe 62% basis). At Shandong ports, 
PB Fines traded flat at RMB 630/t. Vale will run an IOUR Fe 62.76% (5.12% silica) 
tender tomorrow.  

The TSI Fe 62% China CFR price index fell 80 cents to $93.20/t (MTD: 94.84/t).  
The Platts Fe 62% index fell 25 cents to $93.50/t (MTD: 94.67/t), while the TSI Fe 
58% index traded unchanged at $80.70/t (MTD: $80.74/t). The Metal Bulletin Fe 
62% index fell 65 cents to $93.59/t, while its Fe 58% index remained unchanged at 
$74.63/t. Mysteel’s Fe 62% index fell 25 cents to $93.50/t, while its Fe 58% index 
dropped 50 cents to $80/t. 

In IO supply news, the 25-50mtpa Sudeste Superport now looks set to begin shipping 
from 1Q15, with Usiminas keen to lift its export rates as a result.  

The Baltic Exchange Cape index shifted up 9.1% to $10,903/day, with C3 up 1.9% at 
$19.754/t and C5 up 1.3% at $8.136/t. FFA Q3 capes are trading in the 
$18,800/day range.  

EU IP for June fell 0.3% m/m.  

For Q4:14 thermal coal prices, API 2 is trading at $77.70/t; API 4 is trading at 
$73.70/t; while Newcastle is trading at $71.15/t. Among physical coal trades, ARA 
traded Sept at $78.40/t and Oct at $77.90/t, as well as NEWC Sept at $68.85/t. 

Ukraine may refuse entry to the 280 Russian humanitarian vehicles heading to help 
Donetsk/Luhansk civilians caught in the crossfire between Ukrainian and Separatist 
forces, unless Russia allows the International Red Cross plan to intervene at the border. 
This is causing “risk-on” concerns for today’s energy markets, putting a floor on prices 
after the past two days’ selloff.  Meanwhile Putin is holding a National Security Council 
session in Crimea. The UK is to sell carbon permits at EU6.06/mt.  
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Zhengzhou Futures Sept-14 thermal contract prices traded RMB 0.8/t lower to  
RMB 472.2/t, while the Jan-15 contract traded RMB 1.8/t up to RMB 514.6/t. BSPI 
dropped RMB 1/t today to RMB 481/t. Total Chinese thermal port stocks fell to 
17.11mt, down 1.1%, with QHD coal stocks dropping 1% to 5.79mt and GZ port 
stocks lifting to 3.19mt, up 0.3% d/d. The Bohai Index fell RMB 1/t w/w to  
RMB 481/t.  

China’s July electricity generation rose 3.3% y/y, compared to 5.5% y/y growth in 
June, while rising 6.6% m/m and 5.5% y/y YTD. Thermal output fell 3.2% y/y in July, 
partly due to seasonal competition from hydro, while rising 3.5% y/y YTD July.  
Hydro grew 29% y/y in July (13.6% y/y YTD).     

Shenhua reiterated that it would cut production by 10% (50mt), while China Coal also 
plans to cut its 2014 raw coal production target by 20mt (10%), equivalent to a c.10% 
drop on last year's 192mt output. This could translate to a reduction of some 16.44mt 
of raw coal, based on its original plan of 164mt. Shanxi has approved a total of 24 low 
calorific coal-fired power projects by late July, with the fourth batch of 9 projects 
approved on June 26. These plants have a total generating capacity of 20 GW or so, 
with 8.42 GW for the fourth batch, based on approvals given by the provincial 
government. 

Premium Hard Coking Coal spot prices are trading in the $109-114/t Qld FOB range, 
with China CFR prices ranging $119-124/t. TSI HCC FOB Qld index printed at 
$113.60/t, while the China CFR index printed at $118.50/t, both flat with yesterday. 
MB printed FOB at $114.16/t and CFR at $122.33/t. Among Dalian HCC prices, Sept-
14 contract prices traded RMB 9/t softer to RMB 720/t, while the Jan-15 contract 
traded RMB 1/t lower at RMB 796/t. Sept-14 coke prices traded RMB 15/t off at 
RMB 1,010/t, while the Jan-15 contract traded RMB 3/t lower at  
RMB 1,116/t. China’s July coke output rose 2.8% y/y to 40.24mt, while falling 2% 
m/m. YTD output is off 0.5% y/y.  

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 
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