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Nickel inventory still rising 
 

The inexorable rise in LME nickel inventory continues with the metal likely to see the third

consecutive year of rising LME stocks. Aside from a brief hiatus during Q2-14 LME nickel 

stocks have climbed strongly, with the pace of inflows into LME warehouses increasing

during H2-14. Currently LME nickel inventory stands at over 407kt which is up some 146

kt or 56% since the beginning of the year. 

The increase in stock has helped curb some of the more bullish elements in the market,

though the increase also hasn’t been a barrier to higher prices with participants still

looking ahead to the possible impact of the Indonesian ban on ore exports on NPI costs

and expectations that 2015 will be the first deficit market since 2007.  

We have stated before that nickel is likely to be a slow burn with the fundamentals taking 

time to assert themselves. The flood of refined nickel into LME warehouses, although not 

always a good indicator of physical demand conditions in the stainless market, 

nevertheless paints a picture of a still much oversupplied market.  

We postulated earlier this year (Commodities Daily 23 September 2014 -- Nickel bulls, 

bears and spreads) that the impact of rising LME inventory, along with the associated

short hedges would lead to an imbalance in the spreads, similar in some respects to 

aluminium, and see the nearby spreads become more prone to tightness. The Cash-3m 

spread duly tightened up from a $73 contango at the time the report was written up to a 

$49 contango in towards late November. The move wasn’t quite as significant as we 

initially imagined however, with the spread subsequently easing off to a $66 contango.  

We nevertheless believe that nickel is structurally still prone to bouts of tightness in the 

spreads. Nickel inventory, as a percentage of market open interest are now a massive 

25%, meaning that a quarter of nickel’s open interest is a short position related to LME 

warehouse inventory. The highest aluminium inventory got to, as a percentage of open 

interest, was just under 20% (albeit not including tonnages held outside the LME

warehouse system but hedged using the LME contract).  

The difference between nickel and aluminium is that nickel doesn’t have the same issue 

with queues as aluminium has, and far more of the tonnage is floating about rather than 

financed, and therefore able to be delivered into clearing should spreads tighten up.

Nevertheless, the imbalance of inventory vs. open interest is extreme, and volatility in the 

nearby spreads, albeit perhaps not the ultra-nearby spreads, should be expected. With 

inventory also tying up much of the near-dated liquidity, the slightly farther forward

spreads are perhaps even more vulnerable to volatility than say the nearby spreads (cash-

nearby prompt month) might be, posing a headache for longer-term hedging strategies 

when they re-emerge. 

The latest COT data suggest that speculative length is increasing again, which should help

see some additional lending interest come to the market. The bloated and unbalanced 

nature of the nickel market and LEM stocks nevertheless will continue to pose a headache 

for bulls and bears alike as we head into 2015 and 2016 and what is expected to be two 

consecutive years of refined nickel deficits. 

By Leon Westgate
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Base metals 

The base metals have traded sideways into the weekend, on the bacak of pretty thin 

volumes. Much better than expected US Nonfarm Payrolls, up 321k vs. expectations of 

230k while there was a 29k upward revision to last month’s data. The dollar 

strengthened sharply as a result, helping to weigh on metal prices in the immediate 

aftermath of the data.  

Copper briefly poked its head above $6,500 before coming back under pressure form 

the stronger US dollar. In China meanwhile, SHFE copper inventories continued to 

decline falling 2.1kt to 86.2 kt. The domestic physical market continues to trade at a 

decent premium to the nearby SHFE prompt month, with the premium coming in at 

CNY 120/mt this morning. The arb-window is also close to re-opening with the import 

P&L for cash copper coming in at a $47 loss compared to a $48 loss yesterday. This 

suggests that bonded inventory may well come under pressure heading towards year-

end, the question being whether it flows to the domestic market or into LME sheds 

instead.  

 Elsewhere, aluminium is hanging onto yesterday’s gains, while lead and zinc are 

moving in lock step. Nickel has been the laggard, with the metal struggling to 

consolidate above $17,000 and falling back towards $16,800 heading into the 

weekend.  

Leon Westgate 

Precious metals 

Gold should have come under heavier selling pressure given the nonfarm-payroll 

figures and lack of physical buying interest, however the metal has held relatively well 

considering with prices bouncing strongly from its intraday lows and climbing back 

towards $1,200/oz. 

Silver has consolidated after Monday’s volatility, with the market taking a breather it 

seems. Interestingly the stability has seen physical demand return, in particular from 

India.   

Palladium remains very strong indeed, with the metal up nearly 1% heading into US 

trade, in spite of the NFP and dollar move. Platinum is weaker however, falling 0.5%. 

The relative outperformance may well be related to weaker oil prices, and expectations 

of stronger autocat demand, though the link is hardly bombproof. Either-way, 

LME nickel inventory by region 

Source: LME 
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palladium remains range bound and is back towards the middle of its broad $790-

$815 range it’s occupied for the past two weeks.  

Leon Westgate 

 

Bulk commodities 

Chinese financial steels dropped away slightly into today’s close, after trading weaker 

then largely sideways across the day, while finishing the week on a stronger note 

overall. DCE IO followed suit, despite a further drop in port inventories. ZCE thermal 

fell away in a choppy session, given 2015 contract negotiation uncertainties, as well as 

current growing stockpiles relative to falling temperature conditions. The met sector 

largely range-traded.  

For Atlantic thermal, Saudi oil discounts into Asia ($2/bbl) to lift market share; German 

emission cuts; Russian rouble falls and ‘‘warmer’’ weather are all weighing on prices, 

although the Colombia Fenoco rail negotiations are being watched closely, with the 

union rejecting the railway’s first offer of a c.4.5% lift versus a 15% lift tabled by union 

members. Threatened Coal of India strike action is also of note, with unions against 

privatising the sector, although they have failed to follow through on past threats.  

Shanghai Equities rose 1.32% to 2,937 points, as the dramatic surge since end-June 

continues upwards, upon reaching China’s policy easing phase, although this 6-month 

rally is potentially complicating any PBOC decision to move lower on RRR or rates. Auto 

passenger sales in November grew to 1.71m units, up 5% y/y, compared to a 9.3% 

growth rate in October, suggesting cooling retail spending.   

Shanghai 7-day interbank rates fell to 3.37%, following yesterday’s net injections. Spot 

Currency traded at 6.1528, while the PBOC reference rate set back at 6.1373. 

Shanghai Rebar Futures Jan-15 contract closed up RMB 2/t at RMB 2,641/t, while 

the May-15 contract closed down RMB 7/t at RMB 2,560/t. 

Dazong HRC Mar-15 futures shifted RMB 33/ higher to RMB 2,933/t, while SHFE 

HRC Jan-15 futures rose RMB 30/t to RMB 3,006/t. Among physical steels, Tangshan 

billet prices remained stable at RMB 2,450/t. Rebar prices fell RMB 30-50 in Shanghai 

(RMB 20-30/t over the week) and traded flat in Beijing (off RMB 30-50/t). HRC 

prices were steady in Shanghai (up RMB 20/t w/w) and also flat in Beijing (up RMB 

10/t w/w). Chinese rebar inventories fell 0.604mt to 3.834mt, while HRC fell 

0.0318mt to 2.45mt. 

Hebei is to submit a new economic restructuring plan, following pressures to reduce 

pollution.  

Dalian Commodity Exchange IO Jan-15 contract closed RMB 3/t lower at RMB 526/t, 

while the May-15 contract closed RMB 3/t lower at RMB 491/t. Chinese IO port 

stocks fell 1.86mt to 105.03mt, according to Mysteel. Among physical iron ore, 

globalORE traded a PB fines Jan-cargo at $71.80/t, in an otherwise quiet day. 

The TSI Fe 62% China CFR price index fell 20 cents to $70.90/t (MTD: $70.36/t). 

The Platts Fe 62% index dropped 25 cents to $71.25/t, while the TSI Fe 58% index 

was up 40 cents to $61.10/t (MTD: $61.88/t). Argus Fe 62% printed at $69.70/t. 

Mysteel’s Fe 62% index rose $1/t to $71/t, while its Fe 58% index rose 25 cents to 

$63.25/t. 
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In IO supply news, Vale plans to produce 50mtpa from 90mtpa S11D in 2017 and 

bring on the final additional 40mtpa across 2018, taking Carajas capacity to a total of 

230mtpa. Atlas expects to still produce 12.5-13mt in FY2015, despite the 80 staff 

cuts, with its all in costs at A$67/wmt China CFR during October. The company is 

targeting cost reductions to A$64/wmt.    

Mt Gibson has reduced its FY 2015 shipment expectations to c.4.5-5mt, down from 

c.6.5mt, following its Koolan Island seawall collapse, which has forced the miner to 

mothball the project altogether. RioT says Simandou continues to progress, with a 

search for rail& port infrastructure investors underway and a BFS due in early-2015.   

NMDC is considering 10mtpa of output from ex-Indian mining to complement its plans 

to lift domestic output to 90mtpa by 2025, up from c.30mt this year. The miner has 

slashed its domestic prices by Rs 200 for lump to Rs 4,200/t and Rs 100 for fines to 

Rs 3,060/t, to match the drop in seaborne prices.  

The Baltic Exchange Cape index shifted down 13% to $8,425/day, with C3 at 

$15.911/t and C5 at $6.08/t, while C4 is $7.455/t and C7 is $8.045/t. FFA Cal15 

capes are trading in the $12,300/day range, while Dec is trading in the $9,200/day 

range and 1Q15 trading in the $10,000/day range.  

For Q1:15 thermal coal prices, API 2 is trading at $70.45/t; API 4 is trading at $66/t; 

while Newcastle is trading at $62.40/t.  

Among physical deals, March Newcastle traded at $61.540/t. Feb NEWC 5500 offers 

are in the $52-53/t range.  

Japan imported 117.7mt YTD October, up 4.5% y/y. Coal of India continues to predict 

output of +1bln tonnes by 2020, by developing further coal blocks, lifting from 

c.500mt today in the process. RBCT shipped 6.75mt in November, up from 6.51mt in 

October.  

Zhengzhou Futures Jan-15 thermal contract prices were off RMB 2/t to RMB 505/t, 

while the May-15 contract closed flat at RMB 482/t. QHD port stocks rose again 

today, up 2.7% d/d and 10.6% w/w to 7.1mt. The vessel queue outside QHD port 

rose 10 today to 22. The NDRC is pressuring rail and port operators to provide 

preferential treatment to coal users signing >2 yr contracts for 2015.  

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 $113.15/t, while China CFR 

printed at $121.18/t. The Argus Qld fob index printed at $110.88/t.  

Vale has begun shipping its first coking coal train into Nacalal along its 912km rail line. 

Mitsui has announced plans to buy a 15% stake in Vale Moz for $450m, as well as 

taking a 50% stake in the rail and port, subject to future capex contributions of 

c.$500m.   

On the Dalian Exchange, Jan-15 coke prices traded flat at RMB 1,066/t, while the 

May-15 contract closed RMB 3/t lower to RMB 1,036/t. Among Dalian HCC prices, 

Jan-15 contract prices closed RMB 1/t lower at RMB 784/t, while the May-15 

contract closed RMB 1/t lower to RMB 765/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 1,975 1,995 1,998 1,969 20 0.99 1,975.00 8 0.00
Copper 6,394 6,470 6,498 6,387 76 1.19 6,491.00 40 71.00
Lead 2,024 2,040 2,045 2,024 16 0.79 2,030.00 13 -5.00
Nickel 16,565 17,120 17,140 16,565 555 3.35 16,780.00 455 -65.00
Tin 20,425 20,405 20,500 20,302 -20 -0.10 20,415.00 -40 -7.00
Zinc 2,218 2,238 2,247 2,217 20 0.90 2,216.00 22 -7.00
      
LME 
inventory  

Today Yesterday In Out One day 
change

YTD change 
(mt)

Cancelled 
warrants (mt) 

Cancelled 
warrants (%) 

Contract 
turnover

Aluminium 4,318,200 4,326,850 0 8,650 -8,650 -1,139,875 2,301,150 53 232,380
Copper 163,475 164,025 475 1,025 -550 -202,950 19,550 12 163,416
Lead 226,775 229,075 0 2,300 -2,300 12,325 15,700 7 56,890
Nickel 407,370 406,992 624 246 378 145,734 105,780 26 87,170
Tin 11,515 11,495 190 170 20 1,830 2,315 20 6,616
Zinc 678,925 674,850 6,625 2,550 4,075 -254,550 97,750 14 131,356
      
Shanghai 3-
month 

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

Aluminium 13430 13490 55 Ali Feb'14 - - - -
Copper 45620 46080 550 Cu Feb'14 291.45 293.4 1.95 0.67
Zinc 20,425 20,405 0   
      
Precious 
metals 

     

 AM Fix PM Fix High bid Low offer Closing bid Daily change   
Gold 1,204.50 1,209.00 1,213.52 1,201.43 1,205.20 -26.57   
Silver - 16.42 16.67 16.37 16.47 -0.72   
Platinum 1,236.00 1,239.00 1,245.75 1,222.80 1,235.50 -19.60   
Palladium 801.00 798.00 806.30 795.75 797.00 17.70   
      
Forwards (%) 1 month 2 months 3 months 6 months 12 months   
Gold 0.035 0.03 0.045 0.06 0.11   
Silver 0.62 0.616 0.618 0.612 0.568   
USD Libor 0.157 0.1973 0.23485 0.3262 0.5703   
      
Technical 
Indicators 

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

Gold 48.9 1,198.34 1,188.74 1,238.53 1,271.01 1,201.55 1,206.47  
Silver 45.1 16.36 16.19 18.04 19.05 16.34 16.51  
Platinum 46.43 1,223.22 1,214.18 1,329.79 1,392.68 1,231.96 1,242.68  
Palladium 51.62 801.24 786.49 822.47 818.46 799.15 807.55  
      
Active Month 
Future 

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

Settlement 1203.6 16.44 804.65 1245.9 1203.8 4653 1207.7  
Open Interest 369713 147954 31487 64684 737 #N/A Tim 21  
Change in 
Open Interest 

-24719 14667 -4851 3650 -529 #VALUE! error -292  

      
Energy      
Energy 
futures 
pricing 

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

Sing Gasoil 
($/bbbl) 

82.944 -1.41 82.819 -1.59 83.179 -1.50 84.509 -1.44 

Gasoil 0.1% 
Rdam ($/mt) 

621 -1.00 619.75 -1.25 633.25 -1.25 641.5 -2.00 

NWE CIF jet 
($/mt) 

686.55 -9.42 685.87 -11.13 688.18 -10.97 697.08 -10.71 

Singapore 
Kero ($/bbl) 

84.781 -1.54 84.469 -1.52 84.509 -1.45 85.399 -1.40 

3.5% Rdam 
barges 
($/mt) 

353.545 0.02 352.47 0.46 354.99 -0.02 362.818 -1.80 

1% Fuel Oil 
FOB ($/mt) 

364.78 0.08 362.81 0.69 365.64 0.21 373.88 -1.68 

Sing FO180 
Cargo ($/mt) 

394.898 -2.52 386.554 -1.01 385.84 -0.48 392.818 -2.22 

      
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 0.00% -7.30% -20.26% -18.50% -22.25%
China Tangshan Steel Billet $/t 400.00 0.00% -0.99% -1.72% -11.50% -19.35%
China HRC export (Shanghai FOB) $/t 467.00 -2.51% -2.30% -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 633.00 -1.09% -1.25% -5.66% -6.36% -7.59%
   
Steel-----Futures   
LME Billet Cash  $/t 490.00 0.00% 6.52% 9.56% 25.64% 96.59%
LME Billet Futures (1-mth) $/t 490.00 0.00% 6.52% 9.38% 24.68% 96.00%
LME Steel Billet Stocks-----change 0.00 - - - - -
Shanghai Rebar Futures (Active contract) $/t 434.06 0.84% 1.17% -5.80% -6.17% -24.45%
Shanghai Rebar Futures On-Warrant Stocks-----change 0.00 - - - - -
China Steel Inventory (million tonnes) 9.89 0.00% -8.28% -19.86% -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) 70.87 -3.09% -6.85% -15.34% -24.91% -48.64%
China Iron Ore Inventory (million tonnes) 99.61 0.00% -0.20% -4.19% -6.78% 24.28%
   
Coking coal   
Premium Hard Coking Coal (Qld FOB) $/t 113.10 0.00% 0.67% -0.57% -1.87% -19.50%
   
Capesize freight   
Saldanha South Africa-Beilun China 13.30 0.00% -31.79% -17.90% -14.19% -26.11%
   
Financials pricing   
RMB Currency 6.15 0.12% 0.62% 0.18% -1.63% 0.99%
China 7-day repo 3.50 0.57% 9.37% 24.11% 25.00% -23.41%
Shanghai Equities Composite  2937.65 9.50% 21.43% 26.27% 43.94% 30.73%
Source: LME, Bloomberg, Standard Bank Plc 
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