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Zinc – still a bit stinky  
 

Zinc’s long-awaited transition back towards a refined market deficit, after 7

consecutive years of surplus, has seen the metal emerge as one of the consensus

picks for next year in terms of potential for higher prices. While the refined market 

is tightening up, the reason for the bullish stance is really predicated on the

closure of a number of large mines and subsequent tightness in the concentrate 

market feeding through to refined availability over the medium-longer term.  

While over the longer term that situation cannot be completely ruled out, with the 

potential supply gap being flagged up for several years now, current market 

fundamentals simply do not lend adequate support to this theory yet, with the 

expected recovery in zinc prices likely to be a slow burn over the next couple of 

years. Refined stocks are still plentiful and are likely some 2-3 years away from 

reaching anything like historically tight levels.  

Looking at zinc concentrate availability, spot TC’s in China for imported material

have continued to pick up throughout the year, highlighting the ready availability

of zinc concentrate. Chinese smelters have also increased output and exports have

surged. Meanwhile, the expected hole in the zinc concentrate market in 2016-

2017 is more an issue of synchronising start-ups and capacity additions with 

shutdowns, rather than a dearth of projects, and is therefore a play on the ability 

of miners to execute their plans rather than a structural problem with the project 

pipeline as is arguably the case with copper. Glencore alone has new capacity

either on-line or being brought on-line at operations like Lady Loretta, Bracemac-

McLeod and Perkoa, as well as expansions at Mt Isa and McArthur River, while just 

over the horizon Vedanta has confirmed Gamsberg will start up in 2018 (a year

after Skorpion closes but around double the capacity). 

LME stocks have been in a broad downtrend for some time now, helping lend 

support to prices, though they have started to reverse as we head into December, 

which is likely a function of year-end liquidity issues and improving the appearance 

of balance sheets. There is little to suggest that those inventories are being

aggressively digested by consumers however, with the potential for them to have

joined aluminium in the exodus out of LME sheds and into non-LME warehouses. 

Meanwhile physical premia, in Europe, Asia and in the US are either unchanged or 

weaker then where they were when prices started rallying at the beginning of Q2. 

Weak physical demand, little sign of tightness (visible stock drawdowns aside) in 

either the refined or underlying concentrate markets, strong Chinese zinc 

production figures and a surge in Chinese refined zinc exports this year all paint a 

rather dull, if not outright gloomy near-term picture for zinc, heading into 2015.

Yes the refined market is set to be tighter, but it still may not be enough to give 

zinc prices a substantial lift heading into next year with zinc likely to be a 

disappointment.   

By Leon Westgate
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Base metals 

After a gentle and rather quiet start to the day has given way to buying interest 

heading into US trade, helped by decent US retail sales figures and a bit of short 

covering activity. Data-wise, the Chinese November economic data is the main focus of 

the metal markets with FIA, Retail Sales and IP figures all being released overnight. 

While reports suggest that the PBOC injected funds today, expectations are for further 

PBOC action, particularly if the data tonight is disappointing.   

Copper briefly traded above $6,450 however the metal is generally trading sideways 

amid fairly disappointing volumes, with the market waiting for the Chinese data early 

tomorrow morning. On-warrant copper stock climbed 2,075 mt, however headline 

stocks were up only 375 mt with outflows from New Orleans offsetting inflows at 

Antwerp, Busan, Johor and Vlissingen.  

Nickel remains under pressure and is struggling to find its feet. Turnover has also fallen 

away in recent days with LME Select volumes trailing behind lead heading into the 

afternoon. LME headline stocks have seen further declines with outflows at Johor, 

Singapore and Rotterdam, though the re-warranting of previously cancelled material in 

Johor and Busan has been the main driver behind a 2,940 mt increase in on-warrant 

stocks.  

Leon Westgate 

Bulk commodities 

Chinese financial steels finished only slightly higher today, coming off from a strong 

pre-lunch hunger rally, driven by a selloff in SHA equities and potentially news of the 

PBOC’s RMB 400bln cash injection. DCE IO actually fell slightly, although we have 

noted better physical interest today in the lower Fe grades, for the first time in 2 

months!  DCE coals finished mixed either side of flat to yesterday, as did thermal. 

Everyone continues to anticipate further PBOC action.   

Just as we have been saying over the past 2-3 months, Ivan too warned yesterday that 

the IO miners are now locked into a “race to the bottom (of the cost curve)” by 

increasing supply to reduce internal variable costs, which is simply destroying further 

value for all suppliers. Every new tonne added to the market is in effect dropping the 

price of all tonnes. Net margins remain static at best but at worst because every miner 

is adopting the same strategy at the same time, margins are actually further squeezed. 

So the solution: reduce any and all costs necessary without increasing volumes! 

China spot TC for imported zinc (US$/t) 

Source: MBR 
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We await a large Chinese November data release for tomorrow, with loan data 

expected to improve and IP/FAI and retail sales expected to be relatively flat with 

October. Interestingly, Beijing has remained eerily quiet following yesterday’s CPI fall, 

even taking into account this week’s Central Economic Working Conference. Late in 

the day, Xinhua reported that Chinese companies are experiencing greater difficulties 

in production and operations and will continue to stick with its “proactive” fiscal policy 

stance and a prudent monetary policy, which is likely to be “elastic” in 2015.     

Shanghai Equities dropped 0.49% to 2,2,926 points, with profit-taking in oil producers 

and brokers, following recent rallies and news of investigations into short-selling 

practices. Further monetary policy easing is still expected ahead of CNY. Moody’s 

suggests Chinese GDP growth will “drop” to 6% pa by 2018. Chinese fiscal spending 

rose 0.8% y/y in November, while revenue rose 9.1% y/y.   

Shanghai 7-day interbank rates at 3.99%. The PBOC effectively injected a net RMB 

5bln this week, after RMB matured and with no repo operations conducted. No funds 

are maturing over the next 5 weeks. However the WSJ is reporting that China has 

injected a further RMB 400bln into the interbank market via China Development Bank, 

potentially to offset the approval for 12 new IPOs across 18-23 Dec, raising RMB 13-

14bln, but with up to RMB 2trillion locked up ahead.    

Spot Currency traded at 6.1771, while the PBOC reference rate set at 6.1153, the 

strongest since late-Feb. The IMF is planning to review its global reserve currency 

basket at the end of 2015, with China hoping to be included. The currency needs to be 

free of any controls & “freely usable”.  

Shanghai Rebar Futures Jan-15 contract closed up RMB 9/t at RMB 2,666/t, while 

the May-15 contract closed up RMB 3/t at RMB 2,566/t. 

Dazong HRC Mar-15 futures shifted up RMB 16/t to RMB 2,952/t, while SHFE HRC 

Jan-15 futures rose RMB 16/t to RMB 2,908/t. Among physical steels, Tangshan 

billet prices fell RMB 10/t at RMB 2,370/t. Rebar prices fell RMB 20/t in Shanghai 

and RMB 10/t in Beijing. Shente dropped its prices by RMB 10/t today, while Shagang 

kept its mid-month prices stable. HRC prices rose RMB 20-30/t in Shanghai and 

remained flat in Beijing.  

Dalian Commodity Exchange IO Jan-15 contract fell RMB 1/t to RMB 519/t, while the 

May-15 contract closed RMB 3/t lower at RMB 480/t. Among physical iron ore, 

globalORE traded a Vale IOCJ Fe 65% Jan-cargo at $77.50/t. Local Chinese platform 

COREX traded a Vale Fe 62.33% (Si 5.66%) fines Dec- cargo at $67.93/t. Oz spot 

lump premia has been assessed as high as 30.5cents/dmtu, above last year, with a Fe 

63.2% Newman lump trading at 30.9 cents/dmtu yesterday, as domestic concentrate 

shortages grow. Vale is to conduct x2 tenders tomorrow for Feb-cargoes, one for LOAU 

Fe 65.5% lump and one for LONT Fe 63% lump.   

The TSI Fe 62% China CFR price index fell $0.10/t to $68.80/t (MTD: $69.84/t). 

The Platts Fe 62% index was unchanged at $69.50/t, 

while the TSI Fe 58% index fall $0.10/t to $60.80/t (MTD: $61.44/t). The Metal 

Bulletin Fe 62% index was up $0.23/t to $69.37/t, while its Fe 58% index was up 

$0.13/t to $57.45/t. Argus Fe 62% printed at $60.30/t. Mysteel’s Fe 62% index 

was up $0.50/t to $69.50/t, while its Fe 58% index was unchanged at $61/t. 

In IO supply news, while Port Hedland dropped total shipments from 38.3mt in October 

to 34.8mt in Nov, Dampier & Walcott also saw reductions, falling from 25.3mt to 

24.4mt. Meanwhile Brazilian shipments dropped from 31.7mt to 28.35mt. This adds 

up to c.8mt in total – no wonder cape freight is struggling, particularly when combined 

with the loss of 5mt/mth of Chinese thermal coal “secret whisper” demand tonnes. BC 
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Iron plans to cut its FOB cash costs to c.$40/wmt fob for 2015, with 5.5-6mt 

expecting to be shipped. Atlas shipped a record 2.54mt across Oct-Nov. Anglo plans to 

ship 0.16mt from Minas Rio in December. Vale is continuing to suffer issues along its 

Vitoria-Minas rail line feeding into Tubarao, with locals occupying the tracks for political 

reasons, impacting c.0.3mt/day.  

BHPB messaged to China today that China is better off purchasing from Australia 

compared to investing in higher cost domestic mining capacity. Similar to ourselves, the 

miner is expecting c.30mt of fresh demand against c.100mt of fresh supplies next 

year, suggesting downside weight to average prices y/y.  

The Baltic Exchange Cape index shifted 8.8% lower to $5,742/day, with C3 at 

$14.90/t and C5 at $5.445/t, while C4 is $5.51/t and C7 is $6.275/t. FFA Cal15 

capes are trading in the $12,300/day range, while Dec is trading in the $7,800/day 

range and 1Q15 trading in the $8,500/day range.  

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

$66.80/t; while Newcastle is trading at $63.10/t. Among physical deals, a NEWC Jan-

cargo traded at $63/t; Feb-cargo traded at $62.40/t and then another at $62.60/t; 

then $62.75/t; and then $62.85/t, potentially shifting up slightly due to Glencore’s 

3-week shutdown over Christmas. A NEWC March-cargo sold for $63/t. Oil prices are 

believed to be trading below what 10/12 OPEC members require to break even.  

Zhengzhou Futures Jan-15 thermal contract prices rose RMB 0.8/t to RMB 506.20/t, 

while the May-15 contract fell RMB 0.6/t to RMB 479/t. Total port stocks rose 1.2% 

to 20.15mt, while GZ stocks fell 1.1% to 3.15mt. QHD stocks rose 1% to 7.33mt . 

Huaneng Power has reportedly accepted a Cal15 price for its coal purchases of RMB 

550/t. China is to begin building 13 UHV lines in 2015  

Premium Hard Coking Coal spot prices are trading in the $110-115/t Qld FOB range, 

with China CFR prices ranging $118-123/t. TSI FOB Qld printed at $114.90/t, while 

China CFR printed at $122.90/t. MB FOB Qld printed at $115.17/t, while China CFR 

printed at $121.10/t. The Argus Qld fob index printed at $111.67/t. Haypoint 

shipped a record 4.2mt of met coal in November, as new projects continue to ramp-up. 

Gossip from Japan suggests Anglo has settled 1Q15 premium met coal prices at 

$117/t, off $2/t q/q, while mid-vol prices have been settled at $116.50/t, up 

$1.50/t, squeezing the margin differential between the 2 grades.  

On the Dalian Exchange, Jan-15 coke price traded RMB 7/t higher to RMB 1,079/t, 

while the May-15 contract rose RMB 2/t to RMB 1,036/t. 

Among Dalian HCC prices, Jan-15 contract prices closed RMB 4/t higher to RMB 

794/t, while the May-15 contract rose RMB 4/t to RMB 765/t. 

By Melinda Moore 



  

  

Standard Bank Global | Commodities 
 11 December 2014 

5  

 

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

settle 
Cash - 3m

Aluminium 1,972 1,959 1,980 1,959 -13 -0.66 1,975.00 8 0.00
Copper 6,460 6,415 6,478 6,411 -45 -0.69 6,491.00 40 71.00
Lead 2,025 2,013 2,025 2,009 -12 -0.59 2,030.00 13 -5.00
Nickel 16,540 16,325 16,620 16,325 -215 -1.30 16,780.00 455 -65.00
Tin 20,430 20,250 20,550 20,250 -180 -0.88 20,415.00 -40 -7.00
Zinc 2,228 2,180 2,228 2,178 -48 -2.15 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 4,301,700 4,302,525 8,325 9,150 -825 -1,156,375 2,285,725 53 366,240
Copper 166,450 166,075 2,075 1,700 375 -199,975 15,250 9 242,550
Lead 220,200 220,350 0 150 -150 5,750 9,425 4 64,437
Nickel 406,524 407,568 1,044 2,088 -1,044 144,888 91,884 23 107,120
Tin 11,245 11,145 100 0 100 1,560 1,225 11 10,927
Zinc 687,550 681,850 7,575 1,875 5,700 -245,925 88,850 13 186,336
      
Shanghai 3-
month 

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

Aluminium 13285 13315 -10 Ali Feb'14 - - - -
Copper 46120 46170 -70 Cu Feb'14 289.3 290.2 0.9 0.31
Zinc 20,430 20,250 0   
      
Precious 
metals 

     

 AM Fix PM Fix High bid Low offer Closing bid Daily change   
Gold 1,204.50 1,209.00 1,238.34 1,224.71 1,226.25 -5.52   
Silver - 16.42 17.32 16.93 17.06 -0.13   
Platinum 1,236.00 1,239.00 1,256.48 1,239.30 1,237.20 -17.90   
Palladium 801.00 798.00 822.25 808.00 813.50 34.20   
      
Forwards (%) 1 month 2 months 3 months 6 months 12 months   
Gold 0.1375 0.1425 0.145 0.16 0.1975   
Silver 0.62 0.616 0.618 0.612 0.568   
USD Libor 0.1585 0.2012 0.23885 0.3379 0.5981   
      
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 1,213.80 1,228.75  
Silver 45.1 16.36 16.19 18.04 19.05 16.86 17.16  
Platinum 46.43 1,223.22 1,214.18 1,329.79 1,392.68 1,232.67 1,248.67  
Palladium 51.62 801.24 786.49 822.47 818.46 813.40 820.25  
      
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) 

79.421 -1.86 77.798 -2.81 78.052 -2.83 79.329 -2.85 

Gasoil 0.1% 
Rdam ($/mt) 

585.25 3.50 586 4.00 599.5 3.75 606.75 3.25 

NWE CIF jet 
($/mt) 

660.7 -14.60 649.08 -20.18 649.14 -20.89 656.85 -21.06 

Singapore 
Kero ($/bbl) 

80.799 -1.98 79.088 -2.89 79.282 -2.87 80.279 -2.86 

3.5% Rdam 
barges 
($/mt) 

332.48 -10.78 322.562 -15.53 324.385 -15.38 331.914 -15.20 

1% Fuel Oil 
FOB ($/mt) 

342.13 -11.73 331.78 -15.59 334.34 -15.37 342.73 -15.14 

Sing FO180 
Cargo ($/mt) 

369.957 -10.17 355.708 -14.97 355.035 -15.11 361.747 -14.95 

      
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   
  Latest Price 1-day 1-week 1-month 3-month 6-month
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 293.02 -1.68% -2.05% -21.60% -19.39% -23.98%
China Tangshan Steel Billet $/t 398.00 -0.50% -1.24% 1.79% -11.75% -21.50%
China HRC export (Shanghai FOB) $/t 462.00 -1.07% -2.33% -8.15% -9.59% -13.16%
North Europe HRC domestic (ex-works) $/t 400.00 -2.44% -4.19% -3.61% -4.76% -6.98%
North America HRC domestic (Midwest FOB) $/t 616.00 -2.69% -4.05% -7.78% -8.88% -9.14%
   
Steel—Futures   
LME Billet Cash  $/t 490.00 0.00% 6.52% 9.56% 25.56% 92.35%
LME Billet Futures (1-mth) $/t 490.00 0.00% 6.52% 9.50% 25.08% 92.35%
LME Steel Billet Stocks—change 0.00 - - - - -
Shanghai Rebar Futures (Active contract) $/t 424.97 -2.04% -1.04% -7.27% -7.14% -26.27%
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - -
China Steel Inventory (million tonnes) 9.91 0.25% -5.01% -19.65% -29.20% -23.34%
   
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) 69.71 -1.64% -8.18% -16.22% -24.99% -49.32%
China Iron Ore Inventory (million tonnes) 98.69 -0.92% -0.84% -5.08% -7.33% 21.98%
   
Coking coal   
Premium Hard Coking Coal (Qld FOB) $/t 113.05 0.00% -0.35% -0.88% -1.74% -18.61%
   
Capesize freight   
Saldanha South Africa-Beilun China 10.90 0.00% -24.83% -32.72% -23.51% -46.83%
   
Financials pricing   
RMB Currency 6.19 0.55% 1.04% 0.96% -0.63% 1.93%
China 7-day repo 5.80 67.63% 85.90% 45.00% 87.10% 33.64%
Shanghai Equities Composite  2925.74 0.91% 18.47% 26.56% 42.38% 32.74%
Source: LME, Bloomberg, Standard Bank Plc 
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