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Focus: The February US vehicle sales figures, released yesterday, show a strong rise in 
auto sales: 9.8K units were sold in February — a 26% rise from a year earlier. At the same 
time, we expect auto sales in China, the other large gasoline market, to have continued 
their upward trend in February. The auto sales data supports customs data from China and 
Switzerland, which indicates that demand for palladium remains healthy.  

• The base metals have made a nervous start to the day, with the usual noise around 
options declaration this morning being exacerbated by a deteriorating political situa-
tion in Libya. Solid US vehicle sales figures have done little to boost sentiment to-
wards the industrial metals and, in spite of a weaker dollar, there appears to be little 
appetite to push metal prices higher for the moment.  

• Oil surged again yesterday on the tensions in the Middle East and North Africa re-
gion (MENA). In addition, the US oil inventory draw and strong manufacturing data 
lent support to the oil market. Net for the day, front-month WTI gained $2.66/bbl, to 
settle at $99.63/bbl, while front-month Brent moved $3.62/bbl higher, to close at 
$115.42/bbl. The term structures for WTI and Brent also strengthened as more buy-
ing came into the front-end of the curve. 

• Gold support is at $1,413 and $1,398. Resistance is at $1,440 and $1,451. Silver 
support is at $33.97 and $33.44, resistance is at $34.88 and $35.24. 

Commodity price data (1 March 2011) 

Sources: Standard Bank; LME; BBG 

2 March 2011 

Strategists 
Walter de Wet, CFA* 
Walter.DeWet@standardbank.com 
+44-20-31456821 
Leon Westgate* 
Leon.Westgate@standardbank.com 
+44-20-31456822 

James Zhang* 
Jinzhong.Zhang@standardbank.com 
+44-20-31456824 

Base metals LME 3-month               

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

Aluminium 2,611 2,611 2,603 2,589 10 -0.02% 2,582.00 51 -32.25 
Copper 9,920 9,860 9,890 9,786 -25 -0.61% 9,908.00 51 -11.00 
Lead 2,562 2,555 2,550 2,530 -7 -0.27% 2,573.00 38 13.75 
Nickel 28,950 28,775 28,900 28,710 -215 -0.60% 28,875.00 35 -20.00 
Tin 32,387 32,300 32,250 32,000 -120 -0.27% 32,350.00 85 -30.00 
Zinc 2,535 2,516 2,508 2,480 -5 -0.75% 2,491.50 14 -27.00 

Energy 
   Open Close High Low day/day Change (%)    
ICE Brent 116.20 115.35 116.36 115.27 -0.07 -0.06%    
NYMEX WTI 100.48 99.90 100.64 99.79 0.27 0.27%    
ICE Gasoil 959.00 953.00 959.25 953.00 12.25 1.29%    
API2 Q2'11 118.75 118.00 - - -0.75 -0.64%    

ICE EUA Dec’11 15.51 15.49 - - -0.02 -0.13%    

Precious metals 

 AM Fix PM Fix High bid Low offer Closing bid Change (d/d) EFP's   
Gold 1,414.50 1,420.75 1,431.00 1,410.15 1,430.00 20.50 0.2/0.5   
Silver - 34.45 34.57 33.85 34.41 0.60 -3.0/-1.0   
Platinum 1,809.00 1,828.00 1,828.00 1,810.00 1,828.00 13.00 0.0/2.0   
Palladium 804.00 812.00 812.00 799.50 812.00 19.00 -1.0/1.0   
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the seasonal pick-up in auto sales we witnessed in February 
numbers should continue into March this year. In fact, we 
believe that our palladium-adjusted auto sales numbers in 
2011 should get close to the all-time high levels seen in 2006. 

On a metal-weighted basis, auto sales look much more sup-
portive for palladium than it did at the start of 2010. It also 
looks much more supportive than similar figures for platinum. 

One of the main driving forces behind the improved  
palladium-adjusted auto sales relative to platinum-adjusted 
auto sales is China that consumes more palladium for auto 
use. We continue to target $950 for palladium and believe that 
the fundamental floor for the for metal is at $750. 

By Leon Westgate 

Focus: Upward trend for palladium intact 

The February US vehicle sales figures, released yesterday, 
show a strong rise in auto sales: 9.8K units were sold in Feb-
ruary — a 26% rise from a year earlier. At the same time, we 
expect auto sales in China, the other large gasoline market, 
to have continued their upward trend in February. The auto 
sales data supports customs data from China and Switzer-
land, which indicates that demand for palladium remains 
healthy (refer to Commodities Daily 24 Feb’11). 

We look at the big four auto markets (China, US, Europe and 
Japan). We see weakness in the European auto sector. Also, 
auto sales in US and Japan are not yet close to 2006 and 
2007 levels, but they continue to rise from the very low levels 
of 2008 and 2009. Simultaneously, auto sales in China con-
tinue to match those of the US, and remain well above levels 
seen last year. 

However, while an aggregate number of auto sales in the 
four big auto markets might prove informative, auto sales are 
not necessarily reflective of total palladium demand. To cor-
rect for the skewed usage of palladium in different auto mar-
kets, we weight auto sales per region by the amount of palla-
dium consumed in auto catalytic converters in the specific 
market. This provides us with our palladium-adjusted auto 
sales numbers (see graph). 

Our palladium-adjusted auto sales numbers reveal that when 
accounting for palladium usage, 2010 auto sales were still 
low, but steadily improving. For 2011, palladium-adjusted 
auto sales match that of levels seen in 2006. Furthermore, 

By Walter de Wet 

Base metals 

The base metals have made a nervous start to the day, with the usual noise around options declaration this morning being 
exacerbated by a deteriorating political situation in Libya. Solid US vehicle sales figures have done little to boost sentiment 
towards the industrial metals and, in spite of a weaker dollar, there appears to be little appetite to push metal prices higher for 
the moment.  

Wednesday is much quieter in terms of economic data, with the main figures this afternoon being the ADP employment num-
ber. The recent correlation between the ADP and the Nonfarm Payrolls has been poor of late, however the number will never-
theless provide something for the wider market to get its teeth into.  

Copper drifted sideways on Tuesday, with a late surge in buying interest helping the metal shrug off the impact of a poor day 
on the US equity markets. Prices have since come back under pressure, while another increase in on-warrant stocks in Asia 
continues to underline the lack of physical interest in that part of the world. On-warrant copper stocks climbed 4,175 mt this 
morning, bringing the increase in on-warrant stocks since the beginning of the year to just under 48 kt. Copper remains rather 
nervous and lacking in direction however, with external factors still dominating price behaviour.  

Elsewhere, Pan Pacific Copper may extend its 15% production cut - in place from January to March - into the 2011-12 fiscal 
year owing to a lack of raw material supply. Pan Pacific’s average production cut over the past fiscal year has been around 
10%. The company is expecting to produce around 30 kt less copper in the coming 2011-2012 fiscal year, though the figure is 
largely accounted for by a scheduled 30-day maintenance period at the 450 ktpy Saganoseki smelter later this month. The 
cuts come in spite of the recent shift in concentrate terms back in favour of the smelters, while companies such as China’s 
Western Mining are still eager to add capacity, with the company planning a new 100 ktpy capacity smelter in Qinghai. 

Elsewhere, aluminium remains well supported around $2,600, in spite of reports of increased commercial stocks in China. 
Nickel and tin also remain towards the upper end of recent ranges, while lead and zinc continue to lag behind the rest of the 
industrial metals complex.  

Palladium-adjusted auto sales figures (US, Japan, China, EU) 

Source: Standard Bank 
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Energy 

Oil surged again yesterday on the tensions in the Middle East and North Africa region (MENA). In addition, the US oil inventory 
draw and strong manufacturing data lent support to the oil market. Net for the day, front-month WTI gained $2.66/bbl, to settle 
at $99.63/bbl, while front-month Brent moved $3.62/bbl higher, to close at $115.42/bbl. The term structures for WTI and Brent 
also strengthened as further buying came into the front-end of the curve. 

In Libya, the clash between rebels and the army escalated, while the US warned that Libya could face a protracted civil war. 
Meanwhile, protests in Oman and Bahrain continue. More importantly, concerns have also been raised about the stability of 
Saudi Arabia, as the country’s Tadawul All Share Index dropped by 6.8% yesterday. 

Adding to the woes of the supply disruption, the latest sanctions imposed on Libya have also caused much confusion in the oil 
market. It was reported yesterday that a cargo of Libya crude was sitting off the coast of Texas and Louisiana and was unable 
to discharge due to questions about US sanctions against Libya. We don’t expect this to be resolved over the next few days. 

Last night, the API reported US oil inventory changes for Crude/Gasoline/Distillates at -1.1/-4.9/-1.4MB. Domestic crude pro-
duction remained flat w/w, while refinery runs rose 0.3% w/w. The main driver of crude stock draw appeared to be a w/w drop 
of 589kbd in crude imports. However, the absolute level still came in at 8.9mbd. The implied demand for gasoline shot up by 
836kbd w/w, and the demand for distillate was up by 197kbd w/w. Overall, the inventory change paints a more bullish picture 
than its normal seasonal pattern, which has given a further boost to the oil price. 

On the macroeconomic front, the latest data suggests that manufacturing activity in the US and Europe grew strongly in Febru-
ary, while Asia experienced some, probably welcome, cooling. The February manufacturing PMI for both the US and Europe 
jumped to multi-year highs. In contrast, the HSBC PMI survey for China and Taiwan fell by 3 and 4 points m/m respectively. 
The strong manufacturing data in the developed regions also supported the oil market. 

Looking ahead, the market will be looking for confirmation of changes in US inventories from the DOE report (later today). 
However, the market is likely to move on quickly from the inventory data, and remains fixated on the MENA turmoil. Lack of 
clear direction in the political future of this region poses further upside risks to the oil market. 

Precious metals 

Risk aversion and fears over global inflation came firmly back into focus yesterday, as the turmoil in Libya intensified and re-
ports of unrest in other oil-producing nations surfaced. US officials have warned of an impending and protracted civil war in 
Libya as it moves military assets to the region. This has spurred a renewed flight, from higher-yielding assets, into the safety of 
precious metals. In addition, the associated strength in oil prices is not only fuelling concerns over rising inflation, but investors 
are also pondering the threat higher energy prices might pose towards the global economic recovery.  

Bernanke downplayed inflation concerns in his testimony to the US Senate yesterday. He stated that the recent surge in com-
modity prices would only result in a “temporary and relatively modest” increase in inflation. He reiterated the Fed’s commitment 
to the current accommodative monetary stance, and while he did not specifically mention plans post QEII, his view of limited 
inflation risks hints that the central bank will be in no hurry to tighten. This is especially supportive of gold and silver. 

Gold support is at $1,413 and $1,398. Resistance is at $1,440 and $1,451. Silver support is at $33.97 and $33.44, resistance 
is at $34.88 and $35.24. 

Better-than-expected US vehicles sales should add to upward momentum to PGM. Total vehicle sales rose to 13.38m in Feb-
ruary (consensus: 12.6m), from a revised 12.54m in January. This, together with import data from China and Switzerland, 
(highlighted in Commodities Daily of 24 February 2011), underpins our constructive view on palladium. 

Platinum support is at $1,812 and $1,788, resistance is at $1,853 and $1,869. Palladium support is at $803 and resistance at 
$824. 

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 4,606,625 4,611,475 500 5,350 -4,850 329,575 262,850 5.71 198,082 
Copper 420,275 421,000 0 725 -725 42,725 18,675 4.44 164,262 
Lead 293,850 294,125 0 275 -275 85,575 23,075 7.85 55,395 
Nickel 130,578 130,080 834 336 498 -5,094 9,558 7.32 33,135 
Tin 17,520 17,675 25 180 -155 1,245 250 1.43 8,944 

Zinc 708,300 708,300 0 0 0 6,875 3,575 0.50 64,756 
 Shanghai 3-month forward prices  COMEX active month future prices  
Metal Open Last 1d Change    Open Close Change Change (%) 
Aluminium 17,050 16,980 -80  Ali May'11 - - - - 
Copper 73,820 74,180 120  Cu May'11 451 448.45 -2.50 -0.55% 
Zinc 19,210 19,170 -200       
ZAR metal prices 
 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 
Cash 17,950 68,880 17,887 200,739 224,897 17,321 6.9520 
3-month 18,397 69,484 18,006 202,789 227,631 17,731 7.0474 

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 ($/bbbl) 127.01 1.55 127.10 1.39 127.32 1.30 128.14 1.16 129.00 1.14 
Gasoil 0.1% Rdam ($/mt) 953.00 12.25 956.00 11.75 959.75 12.25 958.00 8.50 967.75 8.50 
NWE CIF jet ($/mt) 1,041.68 8.50 1,039.99 8.46 1,040.01 8.19 1,047.37 8.09 1,056.08 8.50 
Singapore Kero ($/bbl) 129.93 1.87 129.00 1.29 128.92 1.10 130.04 1.16 - - 
3.5% Rdam barges ($/mt) 596.75 8.75 593.50 8.50 592.00 8.75 589.75 8.00 589.50 6.25 
1% Fuel Oil FOB ($/mt) 627.00 8.50 625.25 9.00 624.75 9.00 622.25 7.75   
Sing FO180 Cargo ($/mt) 639.25 9.25 631.75 8.50 628.00 8.50 624.00 9.25   

           
Thermal coal Q3-11 Q4-11 Cal 12 Cal 13 
API2 (CIF ARA) 118.00 -0.75 119.10 -0.75 120.80 -0.75 121.20 -0.70 122.30 -0.70 
API4 (FOB RBCT) 118.75 -0.25 118.85 -0.50 119.30 -0.50 118.95 -0.45 118.80 -0.60 

Q2-11   

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.30750 0.32000 0.33750 0.37500 0.46750   
Silver 0.21750 0.23000 0.24250 0.33000 0.36750   
USD Libor 0.26100 0.28550 0.30950 0.46250 0.78875   
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day MA 200-day MA Support Resistance 
Gold 60.57 1,407.83 1,384.57 1,373.15 1,306.08 1,413.00 1,440.00 
Silver 64.88 33.35 31.69 28.37 23.79 33.97 34.88 
Platinum 55.49 1,817.96 1,827.02 1,747.65 1,657.46 1,812.00 1,853.00 
Palladium 54.05 812.99 820.04 744.40 619.77 788.00 806.00 
Active Month Future COMEX GLD COMEX SLV NYMEX PAL NYMEX PLAT DGCX GLD TOCOM GLD CBOT GLD 

 Apr'11 May'11 Apr'11 Apr'11 Apr'11 Feb'12 Apr'11 
Settlement 1,429.70 34.4950 813.45 1,845.10 1,430.00 3,776.00 1,429.50 
Open Interest 509,724 136,214 22,615 39,639 1,120 123,033 2,311 
Change in Open Interest -3,824 -735 -501 62 53 -598 3 
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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. 


