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Focus: The sudden shutdown of Vale’s No 2 furnace at its Copper Cliff nickel operation 
late last week, is expected to reduce the company’s production of refined nickel by 15 kt. 
The unexpected smelter closure stands to put a significant dent in what had looked like 
being a balanced market, with major implications for outright prices and stock trends. 

• The base metals recovered during Friday afternoon, however, after a steady start 
the complex has come back under pressure heading into Monday afternoon. With 
the US markets on holiday and an absence of significant economic data this after-
noon, the FX markets and technical signals will likely dictate direction.  

• The turmoil in the Middle East and North Africa, while supportive for oil and gold, 
does not have the same effect for the base metals. Should developments deterio-
rate further, the negative impact in terms of the implications for industrial metals 
demand, may see the base metals come under additional pressure.  

• Looking ahead, the US financial markets are closed today for President’s Day. The 
political turmoil in the MENA regions will continue to lead the market. However, 
trading volumes are likely to be relatively low as the International Petroleum Week 
is scheduled for this week in London with many market participants attending.  

• An escalation of tensions in the MENA region over the weekend has heightened the 
safe-haven appeal of precious metals. Gold managed to reach a 7-week high, while 
silver rose to its highest level in three decades. Palladium reached a 10-year peak. 
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Base metals LME 3-month               

   Open Close High Low Daily change Change (%) Cash Settle Change in cash 
settle Cash - 3m 

Aluminium 2,543 2,569 2,579 2,562 57 1.02% 2,509.00 35 -29.75 
Copper 9,780 9,860 9,887 9,782 58 0.82% 9,806.00 6 7.00 
Lead 2,665 2,670 2,673 2,650 80 0.19% 2,613.00 26 -4.50 
Nickel 28,351 29,155 29,401 29,100 660 2.84% 28,285.00 -15 -27.00 
Tin 31,750 32,350 32,400 32,271 700 1.89% 31,775.00 320 -47.00 
Zinc 2,546 2,554 2,590 2,545 39 0.33% 2,517.00 56 -26.00 

Energy 
   Open Close High Low day/day Change (%)    
ICE Brent 102.96 103.83 103.88 102.93 1.31 1.26%    
NYMEX WTI 86.38 87.32 87.63 86.25 1.12 1.28%    
ICE Gasoil 860.75 866.50 866.75 860.75 5.75 0.66%    
API2 Q2'11 114.50 116.50 - - 2.00 1.72%    

ICE EUA Dec’11 14.92 14.99 - - 0.07 0.47%    

Precious metals 

 AM Fix PM Fix High bid Low offer Closing bid Change (d/d) EFP's   
Gold 1,385.50 1,383.50 1,391.90 1,382.70 1,388.00 3.50 0.2/0.5   
Silver - 33.36 32.87 31.66 32.30 0.75 -0.4/-0.2   
Platinum 1,833.00 1,836.00 1,843.00 1,840.00 1,838.00 8.00 0.0/2.0   
Palladium 843.00 847.00 846.00 845.00 846.00 4.00 -1.0/1.0   
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By Leon Westgate 

Focus: Nickel - window of opportunity now wide open 

The sudden shutdown of Vale’s No 2 furnace at its Copper 
Cliff nickel operation late last week, following a rupture and 
subsequent problem with its cooling system, is expected to 
reduce the company’s production of refined nickel by 15 kt.  

We have been bullish for nickel for the H1-2011 for some 
time anyway, with a cautious view on the timing of new pro-
duction expected to result in a deficit over the first few 
months of the year as it coincides with increased seasonal 
demand. However, with a number of new projects expected 
to come on-line and ramp up production over the course of 
2011, we had been forecasting an  essentially balanced mar-
ket for the full year, as an initial deficit gives way to a surplus. 

The unexpected smelter closure - anticipated to last around 
16 weeks - now stands to put a significant dent in what had 
looked like being a balanced market, with major implications 
for outright prices and stock trends. 

The most immediate impact of the closure has been on the 
physical market, with premiums for some forms of nickel 
shapes (particularly briquettes) jumping significantly in recent 
days. There has yet to be a declaration of force majeure fol-
lowing , therefore, given the movement in physical premia, it 
is likely the increase in premium reflects the covering of 
physical commitments.   

Longer term, we would expect to see LME inventory come 
under additional pressure over the coming few months, while 
the duration of the shutdown will also become an issue if the 
16 week initial estimate starts to slip. Overall we expect the  
stoppage to be bullish for prices and to lend background 
support to prices until it is resolved.  

Source: Fastmarkets, Standard Bank 

By Leon Westgate 

Base metals 

The base metals recovered during Friday afternoon, however, after a steady start the complex has come back under pressure 
heading into Monday afternoon. With the US markets on holiday and an absence of significant economic data this afternoon, 
the FX markets and technical signals will likely dictate direction.  

The turmoil in the Middle East and North Africa, while supportive for oil and gold, does not have the same effect for the base 
metals. Should developments deteriorate further, the negative impact on the equity markets, and in terms of the implications 
for industrial metals demand, may see the base metals come under additional pressure.  

Nickel rallied very strongly on Friday afternoon as the market reacted to the Vale smelter problems in Canada (see focus sec-
tion). Prices have since traded sideways heading into Monday afternoon, albeit on the back of thin volumes. Inventory draws in 
Europe and fresh warrant cancellations in Asia have seen on-warrant LME stocks call by 192 mt, with the rate of decline likely 
to increase as the Vale stoppage is felt.  

Copper rallied towards the close on Friday, but has again failed to push higher, running out of momentum in late-trading and 
then drifting sideways to lower heading into Monday afternoon. Another large increase in on-warranty LME inventories, up 
3,950 mt this morning has again served to erode sentiment towards the metal’s immediate prospects, with the main location 
for the inflow again Asian warehouses in South Korea and in Singapore.  

Thin volumes across much of the complex has again seen the metals tend to track copper. Zinc is the exception again how-
ever, with the metal seeing relatively good turnover and again outpacing the likes of copper. Elsewhere, tin has stabilised after 
is recent wobble, building on Friday afternoons recovery and establishing itself back above $32,000/mt. 
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Energy 

Oil traded sideways on Friday at an elevated level amid continuous tensions in the Middle East and North Africa (MENA) re-
gion. Front-month WTI weakened by 16c/bbl, to settle at $86.20/bbl, while front-month Brent moved slightly lower by 7c/bbl, to 
close at $102.52/bbl. The term structures for both WTI and Brent also weakened. 

Over the weekend, the turmoil in Libya appears to have escalated, which has sent oil higher this morning. Libya, a member of 
OPEC, produced around 1.6mbd of crude oil during 2010, of which approximately 1.5mbd is exported, mostly to Europe. 
Therefore, unlike Egypt the situation in Libya has the potential to have a big impact on global oil supply. Latest news that has 
emerged is that oil output has stopped at Libya’s Nafoora field as workers have gone on strike. 

The weekly CFTC report shows that Money Managers reduced their net length in crude by 8.1% w/w on 15 February (futures 
and options combined). Commercial hedgers’ net short position rose by 0.3% as short hedges outstripped long hedges 
slightly. Swap dealers cut back their shorts aggressively by 30.5%, albeit from a much lower absolute level than those held by 
commercial hedgers. The net long position held by non-commercials as a percentage of total open interest came in at 7.01%, 
1.2% lower than the record high hit on the last week of 2010. 

Last Friday, China announced a further 0.5% increase on bank’s reserve ratio to a new record of 19.5%, coming into effect 
from 24 February. This is the eighth times since the beginning of 2010 that China increases the bank’s reserve ratio. China 
also increase its benchmark interest rate by 25 bps the week before last. Given that inflation remains high, the market expects 
further tightening this year.  

On the back of the price rally on the international oil market, China increased the domestic retail prices for gasoline/diesel/jet 
by 4.1%/4.5%/5.8% respectively. In the meantime, it’s reported that China’s commercial diesel stocks by end of January are 
up by 25% m/m, which indicates that the tightness in the domestic diesel market has eased. China’s total oil products rose by 
11% m/m. Nevertheless, we expect China’s oil imports and demand to remain strong this year, per our analysis published in 
this note on Wednesday 16 February.  

In the financial markets, the G20 financial ministers agreed to a range of indicators to highlight the risks of global imbalances 
over the weekend. However, it’s unlikely to have much short-term impact on the market. The economic data in the US last 
week showed that the manufacturing sector has regained some strength, while consumers appear to be pausing (partly as a 
result of adverse weather conditions). 

Looking ahead, the US financial markets are closed today for President’s Day. The political turmoil in the MENA regions will 
continue to lead the market. However, trading volumes are likely to be relatively low as the International Petroleum Week is 
scheduled for this week in London with many market participants attending.  

Precious metals 

An escalation of tensions in the MENA region over the weekend has heightened the safe-haven appeal of precious metals. 
Protests continue in Bahrain, while demonstrations have been met with violence in Libya. Unrest is also beginning to surface 
in Morocco. Gold managed to reach a 7-week high, while silver rose to its highest level in three decades. Palladium reached a 
10-year peak. 

Adding to investor demand are also concerns over rising inflation in Europe and the emerging markets. While tightening of 
monetary policy in China was initially met with a knee-jerk reaction to the prospect of reduced global liquidity, it is now the im-
plications that this has for the global inflation outlook that are being focused on. In addition, rising oil prices, on the back of 
MENA tensions, are further fuelling inflation worries. 

The strong rally in prices has seen an increase in physical selling of gold. However, the drop-off in buying has been relatively 
sedate, indicating that physical demand remains in place. 

Gold support is at $1,388 and $1,380. Resistance is at $1,399 and $1,401. Silver support is at $32.36 and $31.36, resistance 
is at $33.62 and $33.87. 

Platinum has once again been the notable laggard. From a technical perspective the metal looks due for a break higher, we 
therefore advise taking a long position in platinum. 

Platinum support is at $1,833 and $1,822, resistance is at $1,852 and $1,860. Palladium support is at $847 and resistance at 
$865. 

By James Zhang 

By Marc Ground 
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Base metals 

Precious metals 

Energy 

Sources: Standard Bank; LME; Bloomberg 

Daily LME Stock Movement (mt)               

Metal Today Yesterday In Out 
One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 
Cancelled 

warrants (%) 
Contract 
turnover 

Aluminium 4,593,175 4,598,200 0 5,025 -5,025 316,125 281,500 6.13 283,683 
Copper 407,925 407,200 1,775 1,050 725 30,375 17,650 4.33 146,118 
Lead 296,975 297,200 100 325 -225 88,700 21,975 7.40 27,941 
Nickel 129,396 129,924 0 528 -528 -6,276 4,524 3.50 22,931 
Tin 17,610 17,610 170 170 0 1,335 730 4.15 8,170 

Zinc 708,775 708,875 0 100 -100 7,350 3,625 0.51 58,584 
 Shanghai 3-month forward prices  COMEX active month future prices  
Metal Open Last 1d Change    Open Close Change Change (%) 
Aluminium 17,210 17,310 155  Ali Mar'11 - - - - 
Copper 74,500 74,270 -450  Cu Mar'11 450 450.45 0.85 0.19% 
Zinc 20,100 20,305 240       
ZAR metal prices 
 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 
Cash 18,000 70,348 18,746 202,917 227,954 18,057 7.1740 
3-month 18,678 71,687 19,412 211,971 235,201 18,569 7.2705 

Energy futures pricing Price Change Price Change Price Change Price Change Price Change 
 1 month 2 month 3 month 6 month 1 year 

Sing Gasoil ($/bbbl) 115.15 -0.59 115.96 -1.66 116.33 -1.64 117.36 -1.49 - - 
Gasoil 0.1% Rdam ($/mt) 866.50 5.75 870.75 5.50 874.25 5.25 881.25 -10.75 897.75 -9.75 
NWE CIF jet ($/mt) 951.41 0.28 957.63 -6.90 956.69 -8.67 963.83 -9.84 982.50 -10.00 
Singapore Kero ($/bbl) 117.59 -0.51 118.36 -1.31 118.18 -1.44 119.11 -1.39 - - 
3.5% Rdam barges ($/mt) 550.55 -1.00 555.75 -2.75 553.25 -3.25 551.00 -3.75 554.00 -3.75 
1% Fuel Oil FOB ($/mt) 563.34 -0.25 572.25 -1.00 572.75 -1.75 575.00 -3.00   
Sing FO180 Cargo ($/mt) 600.13 -1.00 594.50 -3.00 588.50 -3.00 583.25 -3.50   

           
Thermal coal Q3-11 Q4-11 Cal 12 Cal 13 
API2 (CIF ARA) 116.50 2.00 117.50 2.00 119.00 1.70 120.00 1.75 121.00 1.75 
API4 (FOB RBCT) 116.90 1.80 117.00 1.80 117.80 2.00 117.50 1.75 117.10 1.75 

Q2-11   

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.27200 0.29200 0.31800 0.35800 0.50600   
Silver -0.36000 -0.37000 -0.37000 -0.39600 -0.36800   
USD Libor 0.26200 0.28650 0.31250 0.46550 0.79500   
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day MA 200-day MA Support Resistance 
Gold 56.81 1,372.95 1,355.95 1,368.54 1,298.48 1,388.00 1,399.00 
Silver 67.36 31.05 29.61 27.64 23.24 32.36 33.62 
Platinum 58.21 1,836.44 1,826.31 1,740.03 1,648.49 1,833.00 1,852.00 
Palladium 62.91 837.18 824.71 729.72 607.60 847.00 865.00 
Active Month Future COMEX GLD COMEX SLV NYMEX PAL NYMEX PLAT DGCX GLD TOCOM GLD CBOT GLD 

 Apr'11 Mar'11 Apr'11 Apr'11 Apr'11 Dec'11 Apr'11 
Settlement 1,397.80 33.2950 856.00 1,843.30 1,397.00 3,740.00 1,397.00 
Open Interest 481,548 150,615 23,595 41,668 897 128,837 2,281 
Change in Open Interest -2,369 -2,349 -476 -220 244 909 4 
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Forecasts 

Precious metals 

Energy 

Source: Standard Bank 

Base metals LME cash prices (US$/mt) 
  Q1:11 Q2:11 Q3:11 Q4:11 Avg. 2011 Avg. 2012 
Aluminium  2,460 2,470 2,350 2,440 2,430 2,510 
Copper 9,150 8,900 9,300 9,450 9,200 10,000 
Lead 2,450 2,390 2,520 2,560 2,480 2,600 
Nickel 24,500 23,800 22,000 22,500 23,200 22,000 
Tin 26,200 27,000 29,000 29,800 28,000 29,500 
Zinc 2,350 2,300 2,250 2,380 2,320 2,500 

Base metals 

Energy front-month prices 
 Q1:11 Q2:11 Q3:11 Q4:11 Avg. 2011 Avg. 2012 
WTI ($/bbl) 90 90 93 95 92 100 
Brent ($/bbl) 92 91 94 96 93.50 100 
ICE Gasoil ($/mt) 760 775 790 790 780 830 
Nymex RBOB Gasoline (c/gal) 240 245 245 240 245 260 
API2 Coal Cif ARA ($/mt) 120 115 110 115 115 120 
API4 Coal Fob Richards Bay ($/mt) 120 115 110 115 115 115 

Precious metals spot prices (US$/oz) 
 Q1:11 Q2:11 Q3:11 Q4:11 Avg. 2011 Avg. 2012 
Gold 1,370 1,440 1,500 1,435 1,430 1,450 
Silver 27.00 28.35 28.20 27.35 27.70 27.80 
Platinum 1,850 1,800 1,750 1,950 1,850 2,000 
Palladium 780 740 700 880 775 850 
Rhodium 2,400 2,300 2,400 2,700 2,500 3,000 
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Disclaimer 
Certification 

The analyst(s) who prepared this research report (denoted by an asterisk*) hereby certifies(y) that: (i) all of the views and opinions expressed 
in this research report accurately reflect the research analyst's(s') personal views about the subject investment(s) and issuer(s) and (ii) no part 
of the analyst’s(s’) compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed by the 
analyst(s) in this research report. 

Conflict of Interest 

It is the policy of The Standard Bank Group Limited and its worldwide affiliates and subsidiaries (together the “Standard Bank Group”) that 
research analysts may not be involved in activities in a way that suggests that he or she is representing the interests of any member of the 
Standard Bank Group or its clients if this is reasonably likely to appear to be inconsistent with providing independent investment research.  In 
addition research analysts’ reporting lines are structured so as to avoid any conflict of interests.  For example, research analysts cannot be 
subject to the supervision or control of anyone in the Standard Bank Group’s investment banking or sales and trading departments.  However, 
such sales and trading departments may trade, as principal, on the basis of the research analyst’s published research.  Therefore, the proprie-
tary interests of those sales and trading departments may conflict with your interests. Please note that one or more of the analysts that 
prepared this report sit on a sales and trading desk of the Standard Bank Group. 

Legal Entities: 

To U. S. Residents 

Standard New York Securities, Inc. is registered with the Securities and Exchange Commission as a broker-dealer and is also a member of 
the FINRA and SIPC. Standard Americas, Inc is registered as a commodity trading advisor and a commodity pool operator with the CFTC and 
is also a member of the NFA. Both are affiliates of Standard Bank Plc and Standard Bank of South Africa. Standard New York Securities, Inc 
is responsible for the dissemination of this research report in the United States. Any recipient of this research in the United States wishing to 
effect a transaction in any security mentioned herein should do so by contacting Standard New York Securities, Inc. 

To South African Residents 

The Standard Bank of South Africa Limited (Reg.No.1962/000738/06) is regulated by the South African Reserve Bank and is an Authorised 
Financial Services Provider. 

To U.K. Residents 

Standard Bank Plc is authorised and regulated by the Financial Services Authority (register number 124823) and is an affiliate of Standard 
Bank of South Africa. The information contained herein does not apply to, and should not be relied upon by, retail customers. 

General 

This research report is based on information from sources that Standard Bank Group believes to be reliable. Whilst every care has been taken 
in preparing this document, no research analyst or member of the Standard Bank Group gives any representation, warranty or undertaking 
and accepts no responsibility or liability as to the accuracy or completeness of the information set out in this document (except with respect to 
any disclosures relative to members of the Standard Bank Group and the research analyst’s involvement with any issuer referred to above). 

All views, opinions and estimates contained in this document may be changed after publication at any time without notice. Past performance is 
not indicative of future results. The investments and strategies discussed here may not be suitable for all investors or any particular class of 
investors; if you have any doubts you should consult your investment advisor. The investments discussed may fluctuate in price or value. 

Changes in rates of exchange may have an adverse effect on the value of investments. This material is not intended as an offer or solicitation 
for the purchase or sale of any financial instrument. Members of Standard Bank Group may act as placement agent, advisor or lender, make a 
market in, or may have been a manager or a co-manager of, the most recent public offering in respect of any investments or issuers refer-
enced in this report. Members of the Standard Bank Group and/or their respective directors and employees may own the investments of any of 
the issuers discussed herein and may sell them to or buy them from customers on a principal basis. This report is intended solely for clients 
and prospective clients of members of the Standard Bank Group and is not intended for, and may not be relied on by, retail customers or per-
sons to whom this report may not be provided by law. This report is for information purposes only and may not be reproduced or distributed to 
any other person without the prior consent of a member of the Standard Bank Group. Unauthorised use or disclosure of this document is 
strictly prohibited. By accepting this document, you agree to be bound by the foregoing limitations. Copyright 2011 Standard Bank Group. All 
rights reserved. 


