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Commodities Daily 
 

Base metals 

The base metals complex have had a fairly choppy 24 hours, with yesterday morning’s 
stability giving way to quite a sharp sell-off during Thursday afternoon, particularly for 
aluminium and copper. Prices remain volatile heading into Friday afternoon, though
yesterday afternoon’s decline has largely been arrested, with the metals trading broadly 
sideways.   

Looking at the Chinese copper market, physical copper is again trading at a premium to 
the August SHFE contract, while there remains a pronounced backwardation in the
nearby portion of the SHFE curve, particularly Sep-Oct and Oct-Nov, as shorts 
continue to hold out. SHFE inventory has declined again, falling 4.1kt this week to 
96.9 kt, while the SHFE-LME arbitrage window has narrowed to a $93/mt loss from
$134/mt yesterday. Meanwhile, it’s worth noting that the Chinese market seems far
more bullish and positive on China and its prospects than many western commentators 
at the moment. As such, the recent CNY appreciation, along with a slightly firmer
physical market after the usual slow month of August, may well see the SHFE-LME 
arbitrage window reopen again.  

In that regard, it’s interesting to look at the recent LME copper spread behaviour with 
the nearby spreads remaining very tightly held, even amid weaker outright prices, while 
the farther-dated spreads have eased significantly. The disjointed nature of the copper
forward curve, with nearby borrowing and farther-dated lending looks rather 
incongruous and suggests that either nearby spreads should ease off or that the farther
dated spreads should tighten. Given Chinese sentient and improving dynamics, and
given that the lure of increased concentrate supply and increased smelter capacity, that 
has captured the imagination of the more bearish commentators, will only be drip fed
into the market, it seems more likely that copper spreads will tighten rather than ease,
at least until a clear surplus emerges (assuming any surplus isn’t absorbed in 
unreported stock changes).  

Aluminium briefly rallied above $2,000 this morning before drifting lower again
heading into Friday afternoon. Good two-way interest has emerged, with aluminium 
volumes outpacing copper on LME Select heading into US trade. Inventory-wise LME 
on-warrant stocks gained a net 42,400 mt this morning with previously cancelled
material at Vlissingen was put back on warrant. The re-warranting is likely related to 
recent tightness in the nearby spread, with someone cancelling their slot in the queue. 
The main effect really is to shorten the queue at Vlissingen by about 14 days rather
than anything else.  

Elsewhere, zinc has drifted lower still, with prices seemingly tracking aluminium, while
nickel, lead and tin are trading sideways on thin volumes. Both zinc and nickel have
seen fresh inflows of metal, however with 2,022 mt of nickel entering Johor and
10,000 mt of zinc entering New Orleans now considered to be normal, there was little
impact on prices. 

By Leon Westgate
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Precious metals 

Precious metals were sold aggressively heading into US trade on Friday, with long 
liquidation in thin conditions exacerbating the weakness and, in turn, triggering stops. 
Gold, silver and platinum have all fallen over 1%, while palladium has also fared little 
better. A reduction in tensions in Ukraine has been cited as a trigger, though the move 
looks to be more technical and positioning related rather than anything else.  

A grand total of three banks have been accredited in time to take part in the first 
London Silver Price auction process, with HSBC and ScotiaMocatta being joined by 
Mitsui. The auction process passed without a hitch, albeit with perhaps more volatility 
than normal. It will be interesting to see how many more financial institutions also seek 
accreditation over the coming days and weeks.  

By Leon Westgate 

Bulks 

Chinese financial steels closed higher today on hopes of further government support 
despite the government remaining “on-message” and stressing that it would not cut 
overall interest rates or RRR, due to over-lending & bad debt concerns. However, they 
may look at further targeted sectors for treatment, including agriculture, small 
companies and shanty town developments. The State Council issued guidelines to ease 
funding bottlenecks for SMEs, including allowing companies operating profitably in 
industries with excessive capacity to receive preferential treatment, a positive for those 
steel mills who are managing to survive this year’s demand weakness. Meanwhile, 
Beijing appears to expect property market stabilisation this half, which may prove a 
positive for next year’s steel industry performance, after suffering negative growth in 
July. 

Meanwhile, Chinese coals rallied on news Shenhua may have further increased its 
domestic prices. In the Atlantic, Russian troops are apparently rolling tanks across the 
border into Ukraine, suggesting a more aggressive stance by Russia.   

Shanghai Equities rose 0.92% to 2,227 points on the back of news that the CSRC had 
cancelled 129/628 IPO hopefuls and speculation that further government support 
would be forthcoming for the economy. China has begun 5.9m units of affordable 
housing in the Jan-July period, with 3.4m units completed to the end of July, covering 
a total investment of RMB 850bn. China originally planned to redevelop 4.7m units in 
2014, for a total investment of at least RMB 1 trillion, suggesting targets are running 
ahead of schedule. We are not sure whether to interpret these figures as suggesting 
China’s shanty build-out in 2H:14 will run slower than 1H:14 or whether the Housing 
Ministry is telling us it’s going to exceed original forecasts. What we would say is that up 
until now, we are not seeing any kick in the property market, due to private sector 
oversupplies.  

12 Shenzhen banks have cut mortgage rates over the past 1-2 weeks for first home 
buyers, which has improved the approvals process. As noted yesterday, the city had 
decided NOT to remove housing restrictions, suggesting the improved lending process is 
being used an alternative policy tool instead.  

Shanghai 7-day interbank rates rose to 3.53%, as pre-IPO subscriptions begin to drain 
from the country’s money supplies. Spot Currency dropped to 6.1498, appreciating 
relative to the PBOC reference rate which was set at 6.1538 today.  

Shanghai Rebar Futures Jan-15 contract rose RMB 10/t to RMB 3,031/t, while the 
Oct-14 contract moved up RMB9/t to RMB 3,061/t. Dazong HRC Nov-14 futures 
closed at RMB 3,285/t, dropping RMB 11/t, while SHFE HRC Oct futures rose  
RMB 20/t to RMB 3,298/t. 
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Among physical steels, Tangshan billet prices remained flat at RMB 2,670/t, off  
RMB 10/t w/w. Rebar prices fell RMB 20/t in Shanghai and RMB 10/t in Beijing. 
Prices in Shanghai have fallen RMB 50-60/t across the week to c. RMB 3,000/t and 
are now at their lowest levels since late-2006. HRC prices fell RMB 10/t in Shanghai 
(off RMB 30/t w/w) and Beijing. National Chinese warehouse HRC stocks fell  
0.042mt w/w to 2.89mt, while rebar stocks fell 0.13mt w/w to 5.64mt. Meanwhile, 
Chinese CISA member steel output rates rose 3.6% p/p to 1.82mt/day during the first 
10 days of August, while their steel stock holdings rose 3.4% to 14.569mt, potentially 
putting downward pressures on steel prices — unless downstream demand growth 
improves.  

Dalian Commodity Exchange IO active Jan-15 contract prices rose RMB 13/t to  
RMB 666/t, while the Sept-14 contract rose RMB 12/t to RMB 674/t. Chinese iron 
ore port stocks dropped 1.22mt to 110.67mt.   

Among physical iron ore, trades were confusing today. RioT tendered a PB Fe 61% fines 
late-August cargo at $93.18/t, c.40-50 cents above yesterday’s index results, while 
Vale tendered a IOCH Fe 64.08% cargo at $100.67/t, $1-2/t weaker than expected. 
CMBX traded a MAC fines Sept-cargo at index plus 10 cents, together with a PB fines 
cargo at $92.50/t and PB lump Fe 62% cargo at $103/t. On globalORE, a Yandi Fe 
58% fines sold at $82/t.    

The TSI Fe 62% China CFR price index rose 20 cents to $93.40/t (MTD: $94.80/t). 
The Platts Fe 62% index rose 25 cents to $93.75/t (MTD: $94.48/t), while the TSI Fe 
58% index rose 40 cents to $81.30/t (MTD: $80.81/t). The Metal Bulletin Fe 62% 
index rose 1 cent to $93.98/t, while its Fe 58% index rose 21 cents to $75.17/t. 
Mysteel’s Fe 62% index remained flat at $93.50/t, while its Fe 58% index rose  
25 cents to $80.25/t. 

In IO supply news, SA Transnet is planning to near-double its IO rail capacity (861km) 
from 60mtpa to 105mtpa, “creating capacity ahead of demand” and “investing for the 
LT”. Zanaga has been granted a 25-year renewable mining licence in the Congo, with its 
mining convention expected to be ratified by the Congolese parliament by year-end, 
offering a 3% royalty; 5-year tax holiday; 15% corporate tax and 10% free-carry for the 
country. BHP is considering spinning off any assets beyond IO, Cu, coal and Petroleum 
to improve free cashflows and investment returns. The spinoff is likely to include 
manganese, aluminium, silver and nickel, with a dual listing sought in Australia and 
South Africa.  

The Baltic Exchange Cape index shifted up 12% to $14,391/day, with C3 up 9.7% at 
$23.263/t and C5 up 0.3% at $8.95/t. FFA Q3 capes are trading in the 
$20,100/day range.  

For Q4:14 thermal coal prices, API 2 is trading at $77.30/t; API 4 is trading at 
$72.90/t; while Newcastle is trading at $71/t. Among physical deals, NEWC traded 
Oct at $$69/t, compared to $70/t yesterday, while an ARA Oct cargo traded at 
$78/t, up slightly on last traded yesterday. NAR 5500 cargoes were selling into S.China 
at $67/t this week, while Indo Sub-bit NAR 4700 prices were more in the $57/t 
range.   

While falls in Brent have pressured Atlantic prices today, Putin’s moves into Ukrainian 
territory with tanks and the removal of key Russian separatist leaders due to poor on-
ground military performances against the Ukrainians, suggests that Russia is beginning 
to turn up the heat, although the West has been largely silent overnight. Meanwhile, 
Poland is considering sanctions against Russian coal imports.  

Zhengzhou Futures Sept-14 thermal contract prices traded RMB 4.2/t up to  
RMB 475/t, while the Jan-15 contract traded RMB 13.6/t up to RMB 524.6/t. 
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Shenhua is believed to have raised its coal prices further today; however, no specific 
details were forthcoming. Total Chinese thermal port stocks continue to fall, down  
0.4% d/d or 7.3% w/w to 16.81mt, with QHD coal stocks dropping to 5.76mt, down 
0.5% d/d or 9.3% w/w, and GZ port stocks dropping to 3.05mt, down 1.8% d/d and 
6.4% w/w.  

China’s key power plants consumed 3.6mt/day of coal across 1-10 August, up from 
July’s average of 3.46mt/day, with coal deliveries also increasing, lifting stocks to 
76.7mt o 21 days consumption, down from 22 days at end-July. China’s industrial 
electricity demand increased 2.9% y/y only, compared to 5.1% y/y in June, while YTD 
demand is running at 4.6% y/y. Jiangsu and Shanghai are the prime industrial users  — 
both experienced y/y drops in July, 10.45% and 13.7% respectively.  

Three Chinese State Bodies will conduct joint inspections of coal mines from mid-Aug 
until mid-Sept focused on mine safety; overproduction and unauthorised capacity 
expansion, potentially as a prelude to enforcing further output cuts across the industry, 
following on from Shenhua and China Coal’s cuts. Meanwhile the industry continues to 
await further news on the levels of ash and sulphur to be banned, with some uncertainty 
hanging over high ash Australian and South African NAR 5500 materials. Coal 
production in central China’s Henan province dropped 8.66% from the prior-year level 
to 81.69 million tonnes in the first seven months.   

Premium Hard Coking Coal spot prices are trading in the $108-113/t Qld FOB range, 
with China CFR prices ranging $118-123/t. TSI FOB Qld printed at $113.70/t, while 
China CFR printed at $118.20/t. In Swaps, Qld FOB Q4 is trading at $116/t today. 
MB printed at $114.16/t FOB Qld and $121.83/t China CFR. The market remains 
concerned that all Chinese coal imports may be hit with a 3% import tax, including 
metallurgical coals. Haypoint will experience disruptions across late-August and across 
September, due to expansion works on its third berth.  

Among Dalian HCC prices, Sept-14 contract prices traded RMB 30/t up to RMB 743/t, 
while the Jan-15 contract traded RMB 26/t higher at RMB 798/t. Sept-14 coke prices 
traded RMB 26/t up at RMB 1008, while the Jan-15 contract traded RMB 19/t up at 
RMB 1,105/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) 
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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. 
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