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A short market could cover 

Metals are off to a good start this week on the back of what appears to be mostly  

short-covering. What stands out from the latest CFTC data for the week ending  

4 February is the large increase in short positions in especially platinum, palladium and 

copper (see table). The increase in short positions coincided with the selloff in  

EM currencies, a decline in the S&P and a spike in the VIX Index during that week. 

However, sentiment appears to have improved in financial markets, with equity markets 

rebounding on Friday and the VIX Index falling sharply from 20% to 15.29% by close of 

trading in the US last week. The improved sentiment may trigger a short-term rally in 

metal markets that has clearly added shorts in recent weeks. 

For copper specifically, the speculative market positioning remains bearish overall, with 

the speculative length as a percentage of open interest standing at -8.8%. This is well 

below the 5-year average of 1% and marginally below the 1-year average of -7%. While 

the speculative positioning in platinum and palladium remains overwhelmingly long, 

interest in metals is low and, purely from a futures market perspective, the positioning is 

underweight both platinum and palladium. This is evident in the net speculative long 

position as a per cent of open interest, which stands at 51% and 44% for platinum and 

palladium respectively – both well below levels seen over the past 12 months (see table). 

The market positioning favours short covering in the next few days, especially in platinum 

and palladium, but possibly also in copper, particularly if some of the recent volatility in 

financial markets reduces. As a result, we’re keeping a close eye on the VIX Index 

following its steep decline on Friday. A further reduction in volatility should be positive 

for metals. For platinum and palladium specifically, apart from gold finding good support 

in recent days, our tactical view remains that being short platinum below $1,400 holds 

little value from a risk/return perspective in the face of ongoing strikes in South Africa. 

Palladium should also find some support on the back of supply disruptions. As a result we 

would not be surprised to see a reduction in speculative shorts, which should push prices 

higher in the short term. 

 

 

By Walter de Wet 

Futures Market positioning 
 Gold Silver Platinum Palladium WTI crude Copper 
 tonnes tonnes Kozs Kozs Kbbls tonnes 
Speculative longs 531.4 6 450.7 2 091.1 2 457.1 478.5 517.8 
 - Change -7.7 62.5 -62.9 -101.9 -1.1 -69.4 
Speculative shorts 247.3 5 464.4 422.0 667.6 85.0 670.7 
 - Change -1.6 678.0 112.3 135.4 -11.7 83.3 
Net speculative length 284.1 986.4 1 669.1 1 789.5 393.5 -152.9 
 - Change -6.1 -615.5 -175.3 -237.3 10.6 -152.7 
Net spec length as a % of OI 14.7% 3.2% 51.1% 44.0% 18.5% -8.8% 
 - Change -0.2% -2.2% -5.9% -5.0% 0.6% -8.8% 
5y avg. net spec length as % of OI 25.8% 16.8% 52.2% 50.5% 8.9% 1.0% 
1y avg. net spec length as % of OI 11.9% 7.4% 46.9% 55.3% 13.8% -7.0% 
EFT holdings 1 795.4 19 947.2 2 461.3 2 127.2   
 - Change -2.2 -36.0 -26.4 -42.5   

Sources: CFTC, COMEX, NYMEX 
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Base metals 

Base metal volumes are slowly returning to normal as China returns from its holidays. 

Metals in general are finding good support on what we believe is largely short covering. 

As mentioned above, we keep a close eye on copper specifically, where the market 

seems to have turned quite bearish, as is evident from the latest CFTC data. With 

improved sentiment some of the weak short is likely to cover, adding support to the red 

metal. We maintain that copper is likely to find support on dips during the first half of 

this year, given the tight refined market and nearby tightness in copper spreads. As a 

result we believe getting to short copper at current price levels holds little value on a 

risk/return basis at this stage. 

Zinc has seen good support since last Thursday. LME open interest for the metal has 

been on a steady decline, which indicates that support is likely to have come from short 

covering. Looking at the zinc/lead spread, which is now around the $100 level, down 

from $140 at the start of the month, some of the short covering in zinc specifically may 

have been related to unwinding of long lead/short zinc spread trades. If this is indeed 

the case, we would not be surprised to see new shorts enter the market for zinc again 

soon, as the lead/zinc spread has not traded below $100 for any significant time since 

August 2012. 

By Walter de Wet 

Precious metals 

Gold is on a firm footing. We expected the metal to struggle into February, but there 

appears to be improved appetite for gold on the back of recent global market turmoil. 

While we continue to view gold as a sell into rallies, the fact that the metal has managed 

to move above its 100day MA could add further short-term support to gold. Key is 

gold’s 200day MA, which currently sits at $1,307. Technically this should provide 

strong resistance. However, should gold manage to break above this level, we would 

expect momentum traders to capitalise on the move, which could push gold quickly 

higher again. That said, in such an event we would expect Asia physical buying to ease. 

We note that the SGE premium on gold was trading at $9/oz this morning. This is 

already marginally lower than the $12 to $15 range for the premium seen in late 

January. 

Silver is higher on the back of gold. However, as pointed out in our Commodities Daily 

dated 30 January 2014, we expect slower manufacturing sector growth and a lack of 

strong import demand from China for silver to weigh on the metal price. Support for 

silver is at $19.78 and $19.00. Resistance should be on approach of $20.58 and 

$21.11.  

By Walter de Wet 

Bulks 

Chinese markets traded today betwixt and between the extremely weak January  

PMI services (HSBC: 50.8 vs 51.2 in Dec; China official: 50.7 vs 50.9 Dec) results 

released on Friday (key to 60% of domestic steel consumption patterns); on-going falls 

in physical steel prices over the holidays (Tangshan billet off RMB 60/t) as production 

continued apace without sales similarly so; and concerns over short-term liquidity, with 

at least RMB 180 bn of the PBOC’s pre-CNY injections expiring this week, versus an 

overall positive tone on PBOC comments in its quarterly report, released over the 

weekend, which suggested RRR cuts could be applied to support 2014 growth levels. 

This last point won the day, supporting a rally in both equities and steel-related futures.  

Weak winter construction & manufacturing activities – partly seasonal, due to cold 

northern winter weather patterns – coupled with an early CNY have served to generate 
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much of this year’s destock in steel and coal. While we anticipate some sort of restock in 

February, without improved liquidity from the PBOC, purchasing behaviour may remain 

muted. All eyes will be on the PBOC’s operations tomorrow, particularly after suggesting 

that high and volatile interest rates would persist until the country’s borrowing levels 

dropped.  

Shanghai Equities rose 2.03% to 2086 points today, partly supported by electric car 

subsidies (cut by only 5%, not the 10% expected in 2014) and strong tourism-related 

consumer spending over CNY. Shanghai 7-day interbank rates rose to 5.31% today.  

Shanghai Rebar Futures May-14 contract closed up RMB 10/t at RMB 3,421/t. 

Dazong HRC April-14 futures shifted up RMB 12/t to RMB 3,419/t.   

The SGX ASEAN HRC cash-settled contract (20mt per lot) will launch next week on 

Monday 17 February, using TSI HRC prices as reference for monthly average clearing. 

We are not expecting success as strong as the SGX IO contract however, given the far 

smaller market size being represented. 

Among physical steels, Tangshan billet prices fell RMB 20/t to RMB 2,770/t over the 

weekend. Rebar prices remained stable in Shanghai, but fell RMB 60/t in Beijing, 

following a change in pricing policy by key mill Hebei Steel. Hebei Steel has changed its 

pricing from actual weight to estimated weight basis in February, which is being viewed 

by the market as a subtle price-discounting mechanism. Meanwhile poor weather 

conditions are inhibiting construction activities. HRC prices fell RMB 10/t in Shanghai 

and RMB 20/t in Beijing. Shanghai steel circles remain confused by news of a loan 

dispute between Xinri and its banks, which has led to its assets being frozen. Further 

credit pressure is expected for the industry. 

Dalian Commodity Exchange IO active May-14 contract prices declined RMB 2/t to  

RMB 854/t, with open interest at 5644 lots, versus 97,000 lots traded. IO stockpiles 

have risen to 102.86m tonnes, up 5mt w/w, helped along by improving Pilbara weather 

conditions since early January.   

Turkish scrap prices fell $3/t to $366/t today. 

Among physical iron ore, RioT concluded a Fe 61.4% PB fines late-Feb tender at 

$120.89/t. On globalORE, a MNP (Fe 60% Si 6.5%; Al 3%) March-cargo at $119/t 

(62%-basis). On local Chinese platform CBMX, a PB fines and lump combined mid-Feb 

cargo traded at $120/$138/t. PB fines traded in Shandong at RMB 860/t.  

The TSI Fe 62% China CFR price index fell 10 cents only to $120.80/t today  

(MTD: $121.72/t). The Platts Fe 62% index fell 25 cents to $120/t, while the  

TSI Fe 58% index remained unchanged at $112.70/t ($112.70/t). The Metal Bulletin 

Fe 62% index fell 12 cents to $121.07/t, while its Fe 58% index fell 58 cents to 

$107.49/t. Mysteel’s Fe 62% index remained unchanged at $120.50/t, while its  

Fe 58% index remained at $110/t.  

In IO supply news, a potential Pilbara cyclone warning has been downgraded to a low. 

Heavy winds and rains are still expected to impact the region’s miners, with flooding 

threatened. Vale’s Carajas +40 expansion has finally been approved by Brazilian 

environmental authorities, subject to caving conditions, with tonnage expected into the 

market in 2015. Vale only plans to increase output by 6mt this year, with northern 

expansions being overwhelmed still by southern depletion issues.  

Arcelor shipped 10.3mt in Q4:13, up from 6.6mt in Q4:12, as a result of expansions in 

Mexico, Liberia, Brazil and Canada (the last mentioned ramping up to 24mtpa). Its total 

ore shipments for 2013 reached 59.7mt, up 10% y/y. The company also expects its 

Liberian Yekepa operations to expand to 15mtpa by end-2015, while bringing on 
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greenfields 3.5mtpa Baffinland by H2:15. The miner has also discontinued its 

Mauritanian El Agareb deposit, taking a $61m charge against costs.   

India’s Goa expects to auction 0.54mt first up on 17 February (85% fines; 15% lump; 

with grades from Fe 43-58%). Local Indian ore supplier NDRC is hiking its Feb fines 

prices by INR 100/t to INR 2,910/t, while keeping lump pricing stable at INR 4,500/t. 

The Baltic Exchange Cape index shifted up 2.4% to $8,868/day, with C3 at $19.94/t 

and C5 at $7.69/t.  

For Q2:14 thermal coal prices, API 2 is trading at $77.40/t; API 4 is trading at 

$76.80/t; while Newcastle is trading at $77.60/t. API8 is trading at $76/t.  

A RB1 Apr-14 traded at $78.50/t in line with Friday, with a March cargo at $81.50/t, 

up from $80.75/t on Friday. A May-14 Newcastle traded at $78.25/t.  

RBCT’s 8-day power outage finally resolved over the weekend; however, backlog 

clearing of up to 1.6mt could take up 4-6 weeks to clear. The port shipped 4.6mt in 

January, compared to 5.7mt railed. 1.25mt was shipped to Europe in January (27.5% 

of the total). North Qld ports are being hampered by heavy rains, as a tropical low 

passes over the region, with loading suspended over the weekend. Haypoint has a 14 vsl 

queue, while DBCT is struggling with a 30 vsl queue. 

QHD stocks have reached an 18-mth high of 8.42mt, up from 5.17mt on 1 Jan. 

Chinese NAR 5500 prices are at $79/t spot ex-QHD, with Newcastle offers at $78/t 

and the Indo sub-bit market at $58/t. 

Premium Hard Coking Coal spot prices are trading in the $125-130/t Qld FOB range, 

with China CFR prices in the $135-140/t range. BHPB is cutting 230 mining roles at 

its 8-10mtpa Saraji mine in Qld to reduce margins. Port Kembla is undergoing critical 

port maintenance in coming weeks, which will impact Illawarra shipments. BHBP has 

apparently negotiated a $135/t FOB March price for Peak Downs and a $131/t price 

for Goonyella with the Indian mills. The latter is $1-2/t below European settlement 

prices.  

On the Dalian Exchange, May-14 coke price traded RMB 12/t to RMB 1,338/t, while 

HCC prices closed RMB 17/t to RMB 928/t. Rizhao has reduced its coking purchase 

price by RMB 30/t, following a RMB 60/t drop before CNY. Stocks at Jingtang port are 

at 5.3mt, while Rizhao port holds 2.17mt. Total Chinese port stocks sit at 12.44mt.    

By Melinda Moore 
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Commodity Prices 
Base Metals          

LME 3 month   Open Close High Low Daily 
change 

Change (%) Cash Settle Change in 
cash settle 

Cash - 3m 

Aluminium 1 716 1 719 1 727 1 712 3 0.17 1 678.00 24 -41.75 
Copper 7 134 7 141 7 158 7 118 7 0.10 7 200.00 91 48.50 
Lead 2 122 2 119 2 138 2 116 -3 -0.14 2 117.00 39 -17.25 
Nickel 13 975 14 140 14 170 13 929 165 1.18 14 105.00 285 -41.00 
Tin 22 125 22 170 22 248 22 085 45 0.20 22 270.00 210 26.00 
Zinc 1 998 2 022 2 031 1 997 25 1.23 2 036.00 51 8.00 
          
Daily LME Stock Change (mt)          

Metal Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 384 950 5 392 800 0 7 850 -7 850 -73 125 2 460 450 46 191 275 
Copper 308 025 309 250 0 1 225 -1 225 -58 400 182 600 59 128 203 
Lead 206 425 206 925 0 500 -500 -8 025 34 875 17 40 947 
Nickel 266 688 265 992 804 108 696 5 052 110 118 41 89 141 
Tin 8 940 8 940 0 0 0 -745 3 305 37 4 717 
Zinc 828 575 833 725 75 5 225 -5 150 -104 900 248 575 30 133 746 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 13385 13385 -55  Ali Feb'14 - - - - 
Copper 50990 50980 -20  Cu Feb'14 323.6 324.25 0.65 0.20 
Zinc 22 125 22 170 1       
          

ZAR metal prices Aluminium Copper Lead Nickel Tin Zinc ZAR/USD 
fix 

  

Cash 18 609 79 848 23 478 156 424 246 974 22 579 11.0900   
3-month 19 322 80 265 23 818 158 934 249 191 22 727 11.2400   
          
Precious metals          

 AM Fix PM Fix High bid Low offer Closing bid Daily 
change 

EFP's   

Gold 1 260.00 1 259.25 1 272.18 1 256.29 1 267.02 10.32 -0.9/-0.5   
Silver - 1 269.75 20.11 19.78 20.02 0.44 -2/0   
Platinum 1 385.00 1 987.00 1 392.25 1 374.35 1 383.00 -24.50 +1.5/+3.5   
Palladium 714.00 20.07 715.90 709.45 710.30 -5.50 +0.0/+1.0   
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold -0.014 0.002 0.018 0.072 0.146     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1555 0.1966 0.23385 0.3311 0.5584     
          

Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 
MA 

200-day 
MA 

Support Resistance   

Gold 53.12 1 257.81 1 254.30 1 267.42 1 307.19 1 266.83 1 277.73   
Silver 49.97 19.65 19.85 20.58 21.11 20.00 20.23   
Platinum 46.91 1 386.75 1 414.73 1 402.89 1 428.47 1 383.88 1 396.93   
Palladium 46 709.03 725.38 725.45 724.21 711.28 719.08   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX 
PAL 

NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1268.5 20.015 711.95 1379.2 1268.8 4183 1262.9   
Open Interest 369472 146327 39412 62013 1075 #N/A Tim 36   
Change in Open Interest -24960 13040 3074 979 -191 #VALUE! 

error 
-277   

          
Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 122.738 1.09 122.498 1.41 122.002 1.37 120.645 1.24  
Gasoil 0.1% Rdam ($/mt) 922.75 3.75 919.75 3.75 916 3.50 907.75 3.50  
NWE CIF jet ($/mt) 979.74 9.05 980.08 11.45 977.58 10.83 971.71 9.83  
Singapore Kero ($/bbl) 122.364 1.10 122.128 1.40 121.652 1.38 120.575 1.25  
3.5% Rdam barges ($/mt) 580.762 8.95 584.809 11.65 584.147 11.41 582.229 11.04  
1% Fuel Oil FOB ($/mt) 620.1 9.11 616.73 11.50 614.36 11.34 610.35 10.78  
Sing FO180 Cargo ($/mt) 615.638 8.91 614.289 12.09 612.793 11.52 610.604 11.21  
          

Thermal coal Q2 14 Change Q3 14 Change Q4 14 Change Cal 15 Change  
API2 (CIF ARA) 77.65 -0.85 78.00 -0.50 79.90 -0.50 82.30 -0.45  
API4 (FOB RBCT) 77.15 -0.15 76.60 -0.25 77.40 -0.50 79.20 -0.40  

Sources: LME, NYMEX, COMEX, SHFE, Standard Bank Research 
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Commodity Prices 
 Latest Price 1-week 1-month 3-month 6-month 1-year 
Bulks       
Steel—Physical       
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 392.98 0.14% 1.96% 10.61% 10.86% -0.80% 
China Tangshan Steel Billet $/t 496.00 -1.59% -0.20% 1.43% -0.60% -7.81% 
China HRC export (Shanghai FOB) $/t 533.00 0.00% 0.19% 0.57% 6.18% -6.16% 
North Europe HRC domestic (ex-works) $/t 430.00 0.00% 0.00% -1.71% -1.71% -8.51% 
North America HRC domestic (Midwest FOB) $/t 684.00 0.29% 0.15% 6.21% 8.06% 8.40% 
       
Steel—Futures       
LME Billet Cash  $/t 315.00 9.95% 23.53% 50.00% 120.28% 7.51% 
LME Billet Futures (1-mth) $/t 315.00 9.95% 23.53% 48.58% 115.75% 6.78% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 532.14 -3.20% -7.66% -4.07% 3.15% -14.09% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
SHFE Rebar - Open Interest 6420.00 - - - - - 
SHFE Rebar - Total Volume 1020.00 - - - - - 
China Steel Inventory (million tonnes) 12.98 1.25% 0.39% -10.12% -18.71% 1.55% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 131.50 -2.59% -5.67% -0.23% 6.31% -17.03% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 122.10 1.08% -3.02% -0.33% 6.82% -16.71% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 131.31 -1.55% -5.31% 0.88% 7.58% -13.11% 
Platinum 37358.00 - - - - - 
China Iron Ore Inventory (million tonnes) 81.50 0.26% 0.73% 16.30% 12.62% 11.69% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 136.25 0.00% -1.70% -9.02% -4.39% -15.90% 
       
Capesize freight       
Saldanha South Africa-Beilun China 17.75 -6.58% -13.41% -21.98% 31.48% 42.00% 
       
Financials pricing       
RMB Currency 6.06 0.07% -0.29% -1.06% -1.22% -2.75% 
China 7-day repo 4.02 -19.28% -10.67% -10.67% 11.67% 34.45% 
API2 (CIF ARA) 2030.93 -3.72% -9.26% -8.18% 3.33% -10.74% 
Sources: LME, SGX, McCloskey, SHFE, Bloomberg 
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