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Zinc — forward shift  

While the dance between zinc and lead has been the main focus of the market, with the 

relative value pair trading from an $85 differential back to a $135 differential in the 

space of four trading days, the most interesting aspect has been what has been 

happening in the farther dated portion of the zinc forward curve. 

Between the 2nd and the 13th of January, Zinc’s forward curve moved more or less in 

parallel, aside from some the fluctuations in tightness in the nearby dated portion of the 

curve. Since the 13th however, the farther portion of the curve has seen the contango 

shift dramatically, With Dec-16 shifting from $2,146.50 to $2,108 as of January 15th. 

By way of contrast, Dec-14 moved up from $2,084 to $2,098.The shift in the shape of 

the forward, curve, particularly farther forward, suggests that forward selling activity has 

emerged following the recovery in prices late last year. This has helped to cap zinc’s 

upwards progress, while also indicating a lack of faith in zinc’s immediate price prospects.  

Fundamentally, zinc looks like improving significantly as we head into the middle of the 

decade. Our estimates suggest the market will become broadly balanced (43 kt surplus) 

in 2016 with the market finally tightening up, led by concentrates, as mine supply starts 

to tail off and replacement projects such as Dugald River look like being delayed. As such, 

we don’t see value in near-by prices, but do see potential emerging further forward.  

 

 

By Leon Westgate 

LME zinc forward curve 

 

Source: LME 
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Base metals 

The base metals rallied strongly during Wednesday afternoon, with much of the complex 

closing at our around their intraday highs. While copper has drifted lower into Thursday 

afternoon, the rest of the metals have edged higher, with aluminium leading the way 

both in terms of prices and change turnover too.   

Aluminium has been dominated by surge in physical premia. The US Midwest aluminium 

premium has been heard above 20¢, another fresh record, with prices finally appearing 

to be playing catch up. Turnover has picked up, with LME Select turnover yesterday 

trading above the 2013-current average ($12,700 lots/day) for the first time in 6 

trading days. LME Select turnover heading into the 2nd LME Ring Session this 

afternoon has also been strong with aluminium volumes comfortable outpacing copper 

by just over 1000 lots.  

Although physical premia remain detached from the futures market, an issue that the 

LME Warehouse Rule changes have failed to address, Alcoa is permanently shutting the 

two remaining potlines at its Massena East smelter in New York, cutting US output by 

another 84ktpy. The operation may well come back on-line at a future date, however, 

the closure is still coming at a time when physical availability is constrained putting 

further pressure on physical premia. Given the disconnect between the physical market 

and the LME (effectively an in-warehouse contract), the desire to be able to hedge 

premia effectively and efficiently will likely increase. 

Nickel has broken above its 200-day MA fairly decisively, with the metal trading above 

$14,500/mt for the first time since the beginning of November. The key will be 

whether the metal is now able to dig its heels in and consolidate, and also to what 

extent the recent price strength and change in momentum causes participants to either 

stop selling or even start to pare back their short positions.     

Copper is hanging on around the $7,300 mark, and is notable as the laggard of the 

complex this afternoon. Worth noting is that Indonesia, in addition to export taxes on 

concentrates, is also looking for cash guarantees (deposited at local banks) from 

companies looking to build smelters in the country to meet the 2017 deadline for 

exports of refined metal. Whoever steps in and builds smelting facilities to process the 

captive Indonesian copper mine supply, it will have interesting knock-on effects for the 

global copper concentrate and refined copper markets, particularly for smelters who 

traditionally have processed Indonesian material.  

By Leon Westgate 

Precious metals 

Platinum remains below the 200d MA at $1,432. With the February option expiry out 

of the way (expiration was yesterday) — which provided a downside draft to prices — 

the market is now likely to focus on the April contract. In this contract, large open 

interest sits at strikes of $1,450 (737 contracts) and strikes of $1,470 (1,800 

contracts). Platinum may drift slightly higher from an option perspective over the next 

few weeks.  

This morning saw the release of EU new passenger car registrations for December; 

registrations were up 13.3% y/y in Dec. This is the strongest y/y growth number since 

January 2013. However, keep in mind that in absolute terms new registrations remain 

very low in the EU. December saw 906K new registrations, well below the 1m plus 

vehicles registered in the years running up to the financial crisis.   
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Key data this afternoon is US inflation, with core CPI for the US expected to have 

remained unchanged for December at 1.7%. A drop here may add upward pressure on 

gold, especially in the light of the weak US employment data last week. 

That said, should core inflation in the US have declined below expectations of a 1.7% 

print in December, it is unlikely to change our tactical view on gold: we believe that 

once seasonal demand from Asia fades as we head into February, new longs in the 

futures market are likely to be liquidated and, combined with ETF gold liquidation 

(which we expect to continue throughout Q1:14), this should see the current rally in 

gold fade. Technically, we look for resistance in the $1,249 – $1,270 range, with an 

initial downside target of $1,180. 

By Walter de Wet 

Bulks 

Chinese steel markets became more cautious today, following a lack of cash injections 

from the PBOC today, which saw borrowing costs bounce up again. For iron ore, mills 

appear reasonably well-stocked, particularly in light of January’s falling pig iron output 

rates, potentially down into the 55mt/mth range. As a result, IO swaps are under 

pressure today, particularly the March contract.  

Shanghai Equities rose a marginal 0.37% to 2024 points, with uncertainties around new 

IPO releases; borrowing costs and GDP estimates overwhelming activities. Meanwhile 

Beijing is again shrouded in smog, with PM 2.5 levels hitting 432 mg/cu m today. 

Shanghai 7-day interbank rates rose back up to 4.5% today, from 3.9% last week, 

failing expectations for an injection ahead of the CNY period starting on 31 Jan. The 

yuan fixed lower at 6.1065 today.  

Shanghai Rebar Futures May-14 contract closed off RMB 17/t at RMB 3,481/t, just 

above the RMB 3,480/t support level, while further strong support at both RMB 

3,470/t and RMB 3,450/t seen in recent trading sessions. Dazong HRC April-14 

futures shifted up RMB 17/t to RMB 3,501/t.  

Among physical steels, Tangshan billet prices fell back by RMB 10/t today to RMB 

2,910/t. Rebar prices held steady in both Shanghai and Beijing today, with buying 

beginning to slow ahead of Chinese New Year, given the suspension of many 

construction projects and tight credit conditions. HRC prices also traded unchanged 

today across both Shanghai and Beijing markets. Hebei Steel is to keep its Q235 HRC 

prices stable for February, with Angang following suit.  

Dalian Commodity Exchange IO active May-14 contract prices closed flat at RMB 

879/t.  

Among physical iron ore, globalORE saw another March cargo of Fe 62% MNP sold 

today at $125.40/t, down from $126/t yesterday, although still above IO swaps levels 

of $122-123/t. RioT will conduct a PB Fe 61.4% fines tender tomorrow, with mills 

apparently lacking urgency ahead of Chinese New Year and well-stocked into year-end 

2013.  

The TSI Fe 62% China CFR price index fell $1.30/t to $128.30/t. The Platts Fe 62% 

index fell $1/t to $128.25/t (MTD: $131.68/t), while the TSI Fe 58% index fell 30 

cents to $118.70/t (MTD: $120.81/t). The Metal Bulletin Fe 62% index fell $1.80/t 

to $127.72/t, while its Fe 58% index fell $1.52/t to $113.42/t. Mysteel’s Fe 62% 

index fell 75 cents to $129/t, while its Fe 58% index fell 50 cents to $117/t. 

In IO supply news, Goa plans to e-auction c.4.88mt of iron ore lying at 22 mining jetties 

in its first phase. Most is grading below Fe 58%. Details on the auction process are 
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expected next week. RioT shipped 68.82mt (c.275-280mt annualised) from the 

Pilbara, despite the late impact of cyclone Christine, which closed ports for 3 days, as 

the group ramps up to 290mt nameplate. For the year, sales reached 245mt, up 5% 

y/y.  Meanwhile IOC shipped 3.59mt, off 4.7% q/q, with capacity ramping from 18mt 

to 23.3mt by end of H1:14.    

The Baltic Exchange Cape index shifted 7.3% to $14,125/day, with C3 up 1.3% at 

$20.43/t and C5 up 1.6% at $7.43/t.  

For Q1:14 thermal coal prices, API 2 is trading at $84.15/t; API 4 is trading at 

$84.10/t; while Newcastle is trading at $83.40/t. An RB1 cargo traded at $87/t 

today, up from earlier trades this week, on the back of tightness in the Atlantic. East 

Kalimantan is experiencing heavy rainfalls which are inhibiting coal load rates.  

Zhengzhou Futures May-14 contract price fell RMB 0.8/t to RMB 553/t, with most 

expecting power plants to be relatively well stocked. Total port stocks are at 15.1mt, up 

1.3% today.  5500NAR seaborne cargo prices are beginning to drop into the $78-79/t 

range, following credit tightness and a belief that power plants are adequately stocked.  

Premium Hard Coking Coal spot prices are trading in the $130-135/t Qld FOB range, 

with China CFR prices in the $142-147/t range.  

On the Dalian Exchange, May-14 coke price traded off RMB 4/t to RMB 1,384/t, 

while HCC prices closed off RMB 15/t to RMB 968/t, as volatile sentiment turned 

negative again today.  

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 1 761 1 784 1 792 1 754 23 1.31 1 715.00 -10 -43.75 
Copper 7 295 7 353 7 360 7 250 58 0.80 7 309.00 -34 28.00 
Lead 2 184 2 211 2 218 2 159 27 1.24 2 151.00 -31 -22.50 
Nickel 14 334 14 535 14 622 14 224 201 1.40 14 245.00 -40 -51.00 
Tin 22 075 22 400 22 446 21 927 325 1.47 22 100.00 -145 13.00 
Zinc 2 070 2 081 2 087 2 046 12 0.56 2 054.50 -43 0.50 
          
Daily LME Stock Change (mt)          

Metal Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 492 325 5 453 525 46 875 8 075 38 800 34 250 2 507 125 46 326 567 
Copper 336 825 336 250 4 500 3 925 575 -29 600 195 700 58 151 660 
Lead 211 000 211 500 0 500 -500 -3 450 45 375 22 74 050 
Nickel 261 246 261 900 0 654 -654 -390 107 202 41 96 272 
Tin 9 530 9 580 0 50 -50 -155 3 395 36 8 244 
Zinc 888 050 892 300 250 4 250 -4 250 -45 425 367 550 41 190 143 
          

Shanghai 3-month Open Last 1d Change   COMEX Open Close Change Change (%) 
Aluminium 13705 13750 45  Ali Feb'14 - - - - 
Copper 51500 51780 310  Cu Feb'14 335.8 334.05 -1.75 -0.52 
Zinc 22 075 22 400 0       
          

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

  

Cash 18 719 79 778 23 478 155 484 241 222 22 425 10.9150   
3-month 19 722 81 282 24 443 160 684 247 632 23 005 11.0550   
          
Precious metals          

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

EFP's   

Gold 1 238.00 1 236.00 1 245.60 1 234.38 1 241.85 -3.15 -0.9/-0.5   
Silver - 1 237.38 20.29 19.94 20.19 -0.05 -2/0   
Platinum 1 415.00 2 009.00 1 431.80 1 414.75 1 428.70 14.70 +1.5/+3.5   
Palladium 733.50 20.05 746.15 733.55 741.70 4.70 +0.0/+1.0   
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold -0.004 0.006 0.018 0.052 0.156     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1587 0.203 0.23785 0.3356 0.5716     
          

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

200-day 
MA 

Support Resistance   

Gold 47.77 1 238.72 1 222.46 1 284.98 1 322.32 1 234.55 1 242.11   
Silver 48.33 20.04 19.82 21.11 21.45 19.95 20.20   
Platinum 53.84 1 424.81 1 390.59 1 412.92 1 432.58 1 419.32 1 429.37   
Palladium 54.8 738.43 722.73 722.47 720.80 737.97 741.82   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX 
PAL 

NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1236.8 20.035 739.9 1428.6 1237.5 4172 1238.8   
Open Interest 415426 136158 38643 58636 1343 83682 147   
Change in Open Interest 20994 2871 2305 -2398 77 -19060 -166   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 121.903 0.98 121.646 1.72 120.986 1.61 119.906 1.37  
Gasoil 0.1% Rdam ($/mt) 905.5 -8.25 901 -7.75 896.5 -7.50 891 -5.75  
NWE CIF jet ($/mt) 981.63 7.61 976.83 11.68 972.58 11.06 964.26 8.57  
Singapore Kero ($/bbl) 122.422 0.95 122.266 1.73 121.606 1.61 119.826 1.37  
3.5% Rdam barges ($/mt) 563.679 0.59 568.14 3.81 569.25 4.03 569.25 4.32  
1% Fuel Oil FOB ($/mt) 587.56 1.06 587.93 4.01 591.04 4.15 594.75 4.32  
Sing FO180 Cargo ($/mt) 611.035 0.63 606.26 3.30 601.44 3.78 598.17 4.16  
          
Thermal coal Q1 14 Change Q2 14 Change Q3 14 Change Cal 14 Change  
API2 (CIF ARA) 82.75 -0.25 80.30 0.00 81.40 -0.10 81.95 -0.10  
API4 (FOB RBCT) 83.75 0.45 80.80 0.40 80.55 0.15 81.50 0.25  

Source: LME, NYMEX, COMEX, SHFE, Standard Bank 
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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 392.06 -0.23% 0.99% 7.20% 9.01% -3.32% 
China Tangshan Steel Billet $/t 496.00 -1.00% -1.59% 0.61% -2.17% -6.59% 
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 0.00% 1.18% 5.88% 7.55% 8.92% 
       
Steel—Futures       
LME Billet Cash  $/t 355.00 22.41% 39.22% 51.06% 257.68% 20.75% 
LME Billet Futures (1-mth) $/t 355.00 22.41% 39.22% 51.06% 257.68% 20.75% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 537.19 0.96% -4.07% -3.09% 4.27% -12.72% 
Shanghai Rebar Futures On-Warrant Stocks—change 9418.00 - - - - - 
SHFE Rebar - Open Interest 4620.00 - - - - - 
SHFE Rebar - Total Volume 1140.00 - - - - - 
China Steel Inventory (million tonnes) 13.21 1.81% 3.96% -9.72% -15.24% 1.29% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 130.90 -2.17% -2.97% -2.02% 3.15% -15.33% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 120.00 -1.72% -2.99% -2.36% 1.78% -17.64% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 129.33 -1.61% -5.48% -2.58% 2.24% -14.03% 
Platinum 38916.00 - - - - - 
China Iron Ore Inventory (million tonnes) 83.57 2.54% 4.68% 18.37% 16.60% 14.62% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 134.05 0.00% -3.49% -10.15% -4.59% -17.25% 
       
Capesize freight       
Saldanha South Africa-Beilun China 14.30 -19.44% -37.83% -35.44% 2.14% 13.04% 
       
Financials pricing       
RMB Currency 6.04 -0.18% -0.52% -1.16% -1.58% -2.89% 
China 7-day repo 3.93 -7.75% -11.69% 2.88% 3.15% 24.76% 
API2 (CIF ARA) 2026.84 -1.00% -6.20% -9.43% -1.58% -12.32% 
Source: Source: LME, NYMEX, COMEX, SHFE, Standard Bank 
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Disclaimer 

This material is non-independent research. Non-independent research is a "marketing communication" 

This material is "non-independent research".  Non-independent research is a "marketing communication" as defined in the UK FCA 

Handbook. It has not been prepared in accordance with the full legal requirements designed to promote independence of research and 

is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

Additional information with respect to any security referred to herein may be made available on request. This material is for the general 

information of institutional and market professionals’ clients of Standard Bank Group (SBG) only. Recipients who are not market 

professionals or institutional investor customers of SBG should seek advice of their independent financial advisor prior to taking any 

investment decision based on this communication or for any necessary explanation of its content. It does not take into account the 

particular investment objectives, financial situation or needs of individual clients. Before acting on any advice or recommendations in 

this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. 

The information, tools and material presented in this marketing communication are provided to you for information purposes only and 

are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial 

instruments, nor shall it, or the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to 

such action. This material is based on information that we consider reliable, but SBG does not warrant or represent (expressly or 

impliedly) that it is accurate, complete, not misleading or as to its fitness for the purpose intended and it should not be relied upon as 

such. The information and opinions contained in this document were produced by SBG as per the date stated and may be subject to 

change without prior notification Opinions expressed are our current opinions as of the date appearing on this material only. We 

endeavour to update the material in this report on a timely basis, but regulatory compliance or other reasons may prevent us from 

doing so. 

SBG or its employees may from time to time have long or short positions in securities, warrants, futures, options, derivatives or other 

financial instruments referred to in this material. Where SBG designates NON- INDEPENDENT Research to be a “marketing 

communication”, that term is used in SBG’s Research Policy. This policy is available from the Research Compliance Office at SBG. SBG 

does and seeks to do business with companies covered in its non-independent research reports including Marketing  Communications. 

As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their investment decision. 

SBG has published a Conflicts of Interest Policy that is available upon request which describes the organisational and administrative 

arrangements for the prevention and avoidance of conflicts of interest. Further disclosures required under the FCA Conduct of Business 

Sourcebook and other regulatory bodies are available on request from the Research Compliance Department and or Global Conflicts 

Control Room, unless otherwise stated, share prices provided within this material are as at the close of business on the day prior to the 

date of the material. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or 

distributed to any other party, without the prior express written permission of SBG. All trademarks, service marks and logos used in this 

report are trademarks or service marks or registered trademarks or service marks of SBG or its affiliates. 

SBG believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and 

opinions presented in the other sections of this communication were obtained or derived from sources SBG believes are reliable, but 

SBG makes no representations as to their accuracy or completeness. Additional information is available upon request. SBG accepts no 

liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the 

extent that liability arises under specific statutes or regulations applicable to SBG. 

The services, securities and investments discussed in this material may not be available to nor suitable for all investors. Investors should 

make their own investment decisions based upon their own financial objectives and financial resources and it should be noted that 

investment involves risk, including the risk of capital loss. Past performance is no guide to future performance. In relation to securities 

denominated in foreign currency, movements in exchange rates will have an effect on the value, either favourable or unfavourable. 

Some investments discussed in this marketing communication have a high level of volatility. High volatility investments may experience 

sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. 

Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in such circumstances you 

may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial 

capital paid to make them investment may be used as part of that income yield. Some investments may not be readily realisable and it 

may be difficult to sell or realize those investments, similarly it may prove difficult for you to obtain reliable information about the 

value, or risks, to which such an investment is exposed. 
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