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Aluminium  spreads and positioning -- 
pain thresholds reached 
 

The aluminium nearby spreads have again tightened appreciably in recent weeks, 

culminating in the tom/next trading at a significant backwardation from November 27th

through to this morning. The whole cash-3m spread started to tighten from mid-October

peaking at over $30 backwardation at the end of November, compared to a $33 contango 

at the beginning of October.  

The spreads have since started to ease off heading into December, with a key feature being 

not only the delivery of aluminium into the backwardation but also the re-warranting of 

previously cancelled ‘‘queue’’ material. Lending interest ahead of the index rolls has also 

been a feature, though in particular, the re-warranting of 31,225 mt of queue material at 

Vlissingen on November 27th suggests that the pain threshold for participants holding queue 

material may not be quite as high as it once was pre the LME’s attempt to tackle warehouse 

queues, and indeed broader regulatory focus on LME warehousing in general. 

The latest LME warrant holding data suggests that there is still a dominant holder of cash 

and tom warrants, sitting in the 50-79% band for both. With year-end liquidity factors also 

starting to come into play, there may well be scope for another bout of tightness as we head 

towards the end of the month, with the potential for a repeat of 2012 on the cards. The 

difference this time however is that it seems that participants do seem to be less willing to 

hold onto and maintain material in the exit queue, even with still exceptionally high spot 

premia on offer when the metal is finally ready to be put on a truck. As such, while another 

bout of tightness cannot be ruled out, post the index roll period, the market has already 

blinked and a repeat of the >$40 cash-3m backwardation of late 2012 seems unlikely.  

With the aluminium market still massively unbalanced from a stock to open interest 

perspective, the spreads still have a natural propensity to tighten should length come out of 

the market. Looking at the latest COT data positioning remains an issue, as while money 

managers remain reasonably long, the overall net long position has fallen back in recent 

weeks, suggesting that the balance has shifted towards the borrowers of the spreads rather 

than the lenders. Ultimately tighter spreads should help deter shorts and trigger short 

covering activity, helping restore balance. With the market still digesting a large stock 

overhang however, the spreads will remain volatile. It’s just that now the stockholders may 

not have quite the appetite to hold on.  

By Leon Westgate

LME aluminium cash-3m spread 

Source: LME 
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Base metals 

The base metals complex is rather a mixed bag with aluminium seeing good two way 

interest with prices remaining under pressure, copper trading sideways and 

consolidating after Monday’s recovery while nickel has picked up and continues to 

edge higher. 

After its precipitous fall towards the end of November, copper seems to have stabilised 

heading into December, helped by tighter nearby spreads with the domain warrant 

holder remaining a feature of the market, currently sitting in the 50-79% band for 

both cash and tom warrants.  

Lead has been more robust than zinc of late, helping the metal narrow its discount to 

around $170/mt. The differential in volumes between the two metals is still extreme 

however, with lead turnover on LME Select effectively moribund while zinc turnover is 

averaging nearly double the daily turnover of lead.  

Leon Westgate 

Bulk commodities 

Chinese financial steels rose into the early afternoon then largely range-traded, closing 

just below the day’s highs. DCE IO and met coals followed a similar pattern. ZCE 

thermal continued to range trade for most of the day before rallying into the close 

today, with weak QHD spot demand levels weighing on prices, until the BSPI was 

released showing weekly spot up RMB 8/t to RMB 521/t.  

China’s official non-mfg PMI printed at 53.9, up from 53.8 in October. The HSBC 

services PMI showed similar momentum, shifting up from 52.9 in October to 53. 

Meanwhile its composite PMI fell from 51.7 in October to 51.1 in November. It would 

appear from recent data that October-November has been the bottom in this current 

slowdown cycle, although the country’s steel industry will not benefit much until March 

from any significant lift in services given winter, meanwhile property oversupplies still 

weigh on steel consumption patterns. As mentioned yesterday, we do expect some 

pick-up in manufacturing, from better Nov loan numbers into Dec, which is already 

being evidenced by the stronger HRC pricing prints. 

For Atlantic thermal, more Euro PMI services results and  US weekly crude oil 

inventories will be today’s key data releases, while the Russian rouble drop is impacting 

LME COT data - money manager positioning 

Source: LME 
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relative pricing of materials into Europe against Colombian stocks, pressuring the front-

end.  

Shanghai Equities rallied intraday to highs of 2820 fell to 2740, then rallied back to 

close at up 0.58% to 2,780 points. The equity rally began at the end of July, with the 

market in theory looking 6-months ahead of underlying economic improvements. 

Shanghai 7-day interbank rates at 3.45%. Many believe the PBOC will refrain from 

further reverse repos for the rest of 2014, supporting winter liquidity levels, in the 

face of October’s unexpectedly large downturn. Economists also believe further 

monetary easing will be required across 2015 if China is to achieve a growth rate of 

7%. Spot Currency traded at 6.1491, while the PBOC reference rate set at 6.1376.  

Shanghai Rebar Futures Jan-15 contract closed up RMB 17/t at RMB 2,622/t, while 

the May-15 contract closed up RMB 29/t at RMB 2,532/t. 

Dazong HRC Mar-15 futures shifted up RMB 8/t to RMB 2,900/t, while SHFE HRC 

Jan-15 futures rose RMB 8/t to RMB 2,992/t. Among physical steels, Tangshan billet 

prices rose RMB 20/t to RMB 2,450/t. The Yangang billet tender rose RMB 26/t 

w/w, a premia of RMB 57/t to spot. Rebar prices traded flat  in both Shanghai and 

Beijing, with southern traders concerned about rising arrivals from Tangshan, which 

may weigh on physical prices for the remainder of the week. HRC prices also remained 

unchanged in Shanghai and Beijing.  

Dalian Commodity Exchange IO Jan-15 contract closed up RMB 5/t to RMB 520/t, 

while the active May-15 contract closed up RMB 7/t at RMB 482/t. Domestic Chinese 

mines operating at <0.3mtpa dropped to just 11.2% capacity utilisation as prices 

continued to drop and winter sets in.  

Among physical iron ore, volumes picked up finally today, potentially a good sign for 

clearing excess overhang which has been weighing on prices recently. Vale tendered a 

Fe 64.2% IOCJ (3.12% Si) late Dec-cargo at $77.68/t, while RioT tendered a PB fines 

Fe 61% Dec-cargo at $68.39/t, surprisingly low compared to exchange trades today. 

globalORE sold a Yandi Fe 58% fines Jan-cargo at $60/t, together with a PB fines 

Jan-cargo at index + 30 cents and an MNP fines Jan-cargo at $69.50/t. Local Chinese 

platform COREX traded a RioT PB fines Fe 61% Jan-cargo at index plus 30 cents, 

together with a Fe 62.5% Newman fines Dec-cargo at $70.50/t and a PB lump Dec-

cargo at $87.70/t. 

The TSI Fe 62% China CFR price index fell 20 cents/t to $69.50/t (MTD: $69.93/t). 

The Platts Fe 62% index fell 25 cents to $69.50/t, while the TSI Fe 58% index 

dropped $1.80/t to $61.40/t (MTD: $62.53/t).  

The Metal Bulletin Fe 62% index fell $1.42/t to $69.25/t. Argus Fe 62% printed at 

$67.75/t. Mysteel’s Fe 62% index fell 50 cents to $69/t, while its Fe 58% index fell 

50 cents to $62/t. 

In IO supply news, Vale intends to build up 3mt in stocks this quarter, while lifting its 

full year output target from 321mt to 327mt, however it has also cut its 2015 target 

from 348mt to 340mt, leaving a net shipment increase of 13-16mt y/y across 2015, 

although noting that Vale produced 85.7mt in 3Q, equivalent to 343mt annualised. 

Vale expects its 1Q shipments to be lower, due to weather disruptions and while its 

Carajas N4WS mine continues to ramp-up. Vale plans to ship 44.4mt of pellets next 

year, up from 43.8mt in 2014. Vale will spend $659m to complete its Itabirite 

expansions which will replace depleted capacity and a further $1.26bln for 90mtpa 

Carajas S11D construction (still planned to start in 2H16) , as well as maintenance 

capex activities.   
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Arcelor is laying off 400 staff in Liberia, with its expansion from 5mtpa to 15mtpa now 

delayed, officially due to Ebola.CAP has just started up its 4mtpa $1.15bln Cerro Negro 

Norte IO pellet feed project, with its output expanding to 16mt in 2015. IRC plans to 

ship 1.7mt of concentrate overland to China in 2015 from its K&S mine, with full-scale 

output expected in 3Q15, dropping its estimates by 0.3mt due to project delays. Its 

costs are c.$50/t Russian border China. Pluton Resource’s Cockatoo Island operations 

will resume, following receipt of a pre-payment from 50% shareholder, General Nice.  

The Baltic Exchange Cape index shifted 11% lower to $11,666/day, with C3 at 

$16.175/t and C5 at $6.795/t, while C4 is $7.71/t and C7 is $8.83/t. FFA Cal15 

capes are trading in the $12,000/day range, while Dec is trading in the $10,300/day 

range and 1Q15 trading in the $9,000/day range.  

For Q1:15 thermal coal prices, API 2 is trading at $70.65/t; API 4 is trading at 

$66.05/t; while Newcastle is trading at $62.50/t. Among physical deals, NEWC Jan-

cargo traded at $62/t; then at $61.75/t; while Feb traded at $62.30/t. 

Colombian Fenoco rail negotiations began last week, with first round due to complete 

on 13-Dec, with a possible 20-day extension. Ukraine is suffering electricity blackouts 

due to thermal shortages and a nuclear outage, with Russian coal supplies only partially 

flowing at the moment. Centromin has postponed a 2nd vessel ex-Puerto Brisa 

(30mtpa capacity) due to poor pricing, with its FOB costs at c.$65/t. Vietnam expects 

to be importing 3-4mt in 2016, lifting to 35mt by 2020 to meet growing domestic 

needs, with the government recently signing contracts for up to 20mtpa from 

Indonesia and Australia. Coal of India produced 44.42mt in November, missing its 

target of 45.69 only slightly.  

Zhengzhou Futures Jan-15 thermal contract prices increased RMB 4.4/t to RMB 

505.40 /t, while the May-15 contract was up RMB 0.2/t to RMB 479.40/t. QHD port 

stocks rose 2.3% to 6.74mt, while Jingtang rose 1.7% to 2.4mt.   

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 $114.00/t, while 

China CFR printed at $122.90/t. MB FOB Qld printed at $114.11/t, while China CFR 

printed at $121.72/t. The Argus Qld fob index printed at $110.86/t.  

BHPB has offered Indian mills $114/t for Peak downs and $111/t for Goonyella Qld 

FOB, together with $99/t for Gregory and $93/t for Blackwater, for Jan prices, 

slightly higher than Dec’s agreed levels.   

On the Dalian Exchange, Jan-15 coke price traded up RMB 2/t to RMB 1,064/t, while 

the May-15 contract rose RMB 5/t to RMB 1,036/t. 

Among Dalian HCC prices, Jan-15 contract prices closed up RMB 5/t to RMB 782/t, 

while the May-15 contract was up RMB 6/t to RMB 760/t. 

By Melinda Moore 
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Commodities Data 
                        
LME 3 month   Open Close High Low Daily change Change (%) Cash Settle Change in cash 

settle 
Cash - 3m

Aluminium 2,027 1,978 2,030 1,973 -49 -2.43 2,015.00 -6 5.50
Copper 6,425 6,414 6,439 6,320 -11 -0.17 6,455.00 70 56.00
Lead 2,053 2,028 2,053 2,014 -25 -1.21 2,018.00 -7 -4.25
Nickel 16,252 16,330 16,343 16,123 78 0.48 16,175.00 -30 -60.00
Tin 20,251 20,380 20,460 20,200 129 0.64 20,250.00 115 19.00
Zinc 2,236 2,212 2,239 2,203 -24 -1.07 2,206.00 11 -4.50
      
LME 
inventory  

Today Yesterday In Out One day 
change

YTD change 
(mt)

Cancelled 
warrants (mt) 

Cancelled 
warrants (%) 

Contract 
turnover

Aluminium 4,323,875 4,325,075 5,550 6,750 -1,200 -1,134,200 2,317,150 54 345,767
Copper 165,475 166,025 400 950 -550 -200,950 22,000 13 194,653
Lead 229,075 228,825 300 50 250 14,625 17,850 8 64,716
Nickel 407,646 405,570 2,730 654 2,076 146,010 104,934 26 73,939
Tin 11,550 11,525 75 50 25 1,865 3,160 27 6,639
Zinc 672,550 670,625 6,000 4,075 1,925 -260,925 104,000 15 146,831
      
Shanghai 3-
month 

Open Last 1d  Change COMEX Open Close Change Change (%)

Aluminium 13500 13400 -180 Ali Feb'14 - - - -
Copper 45250 45310 -20 Cu Feb'14 289.15 287.4 -1.75 -0.61
Zinc 20,251 20,380 0   
      
Precious 
metals 

     

 AM Fix PM Fix High bid Low offer Closing bid Daily change   
Gold 1,203.25 1,195.00 1,213.59 1,192.05 1,198.20 -33.57   
Silver - 16.30 16.53 16.08 16.48 -0.71   
Platinum 1,224.00 1,220.00 1,240.03 1,211.75 1,213.20 -41.90   
Palladium 810.00 804.00 811.70 796.05 801.00 21.70   
      
Forwards (%) 1 month 2 months 3 months 6 months 12 months   
Gold -0.285 -0.2175 -0.16 -0.03 0.065   
Silver 0.62 0.616 0.618 0.612 0.568   
USD Libor 0.15775 0.198 0.2346 0.32895 0.5626   
      
Technical 
Indicators 

30-day RSI 10-day MA 20-day MA 100-day MA 200-day MA Support Resistance  

Gold 48.28 1,196.05 1,183.81 1,240.65 1,272.20 1,193.73 1,207.63  
Silver 44.48 16.34 16.10 18.13 19.10 16.20 16.54  
Platinum 43.57 1,219.08 1,210.68 1,334.86 1,394.76 1,210.58 1,228.40  
Palladium 51.9 798.25 783.07 824.19 817.92 799.85 813.40  
      
Active Month 
Future 

COMEX GLD COMEX SLV NYMEX PAL NYMEX PLAT DGCX GLD TOCOM GLD CBOT GLD  

Settlement 1200.8 16.425 806 1217.5 1200.4 4600 1199.4  
Open Interest 370928 149276 31591 63732 834 77475 23  
Change in 
Open Interest 

-23504 15989 -4747 2698 -432 -25267 -290  

      
Energy      
Energy 
futures 
pricing 

1 month Change 2 month Change 3 month Change 6 month Change 

Sing Gasoil 
($/bbbl) 

85.233 -1.09 85.434 -0.32 85.62 -0.30 86.756 -0.16 

Gasoil 0.1% 
Rdam ($/mt) 

631.5 -9.50 631 -8.75 643.25 -8.25 651.75 -8.00 

NWE CIF jet 
($/mt) 

701.99 -10.53 702.57 -2.67 704.5 -1.65 713.06 -0.27 

Singapore 
Kero ($/bbl) 

86.796 -0.81 86.644 -0.14 86.67 -0.19 87.436 -0.05 

3.5% Rdam 
barges 
($/mt) 

356.882 -13.49 355.641 -13.87 358.152 -13.42 365.976 -12.39 

1% Fuel Oil 
FOB ($/mt) 

367.86 -11.18 366.14 -12.78 368.7 -12.67 376.91 -11.96 

Sing FO180 
Cargo ($/mt) 

403.66 -12.97 391.991 -14.14 389.602 -13.57 396.351 -12.59 

      
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, SHFE, Standard Bank Plc 
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Commodity Data cont. 
Bulks   
Steel-----Physical Latest Price 1-day 1-week 1-month 3-month 6-month
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 298.03 1.38% -7.30% -21.10% -18.50% -22.25%
China Tangshan Steel Billet $/t 400.00 -0.25% 0.00% -3.38% -11.70% -19.35%
China HRC export (Shanghai FOB) $/t 467.00 -2.51% -3.11% -7.16% -9.32% -12.22%
North Europe HRC domestic (ex-works) $/t 410.00 0.00% -1.80% -1.20% -2.38% -4.65%
North America HRC domestic (Midwest FOB) $/t 636.00 -0.78% -0.78% -5.36% -6.47% -6.74%
   
Steel-----Futures   
LME Billet Cash  $/t 490.00 0.00% 6.52% 9.62% 26.13% 109.18%
LME Billet Futures (1-mth) $/t 490.00 0.00% 6.52% 9.25% 24.68% 108.29%
LME Steel Billet Stocks-----change 0.00 - - - - -
Shanghai Rebar Futures (Active contract) $/t 434.56 2.77% 1.41% -5.65% -6.10% -25.41%
Shanghai Rebar Futures On-Warrant Stocks-----change 0.00 - - - - -
China Steel Inventory (million tonnes) 9.89 -2.07% -8.28% -20.42% -30.07% -24.70%
   
Iron ore   
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t   
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t   
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 69.94 -4.40% -10.11% -17.72% -25.66% -49.06%
China Iron Ore Inventory (million tonnes) 99.61 -0.87% -0.20% -1.95% -6.78% 24.28%
   
Coking coal   
Premium Hard Coking Coal (Qld FOB) $/t 113.55 0.00% 2.34% 0.04% -1.48% -19.30%
   
Capesize freight   
Saldanha South Africa-Beilun China 13.30 0.00% -31.79% -21.76% -14.19% -26.11%
   
Financials pricing   
RMB Currency 6.15 0.19% 0.51% 0.14% -1.67% 0.95%
China 7-day repo 3.41 2.71% 6.56% 3.65% 7.23% -26.19%
Shanghai Equities Composite  2779.53 6.73% 14.38% 21.45% 36.36% 25.05%
Source: LME, Bloomberg, Standard Bank Plc 
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