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Nickel – big short strikes 
again? 

March has been characterised by much stronger nickel prices. The increase has occurred 

in conjunction with rising open interest in nickel, suggesting that new longs have been 

added.  

The length is predominantly speculative in nature and not related to inventories, with 

LME headline inventory, as a percentage of market open interest, declining from over 

19% at the beginning of March to 17.5% as of this morning. During that time, LME 

headline stocks have increased by 14,592 mt or 5.3%, suggesting that the increase in 

stocks has been only a small factor in the overall increase in market open interest. 

What is interesting is that the latest LME Futures Bandings report (21st March) shows the 

presence of a dominant short position holder for June-14 sat in the +40% banding. The 

presence of the short is why the June 3-month spread is trading at $2-$4 backwardation 

and is why June-14/July-14 is $4-$6 contango while April-14/May-14 is trading at a 

$19-$21 contango.  

The big question, however, is whether the short position, which equates to at least  

78.3kt, or just over 13k contracts, is related to physical material or not. It could well be 

that physical metal may be delivered in against the short, suggesting that tightness may 

be fleeting. If it is unrelated (or only partially related) to a physical position, however, 

then tightness out of June could be very extreme, with a battle between longs and the 

short making for an interesting end to Q2. From the long perspective, the same Futures 

Bandings report shows two June longs in the 5-9% band and one long in the 10-19% 

band, vs a minimum of a 40% short. We will continue to monitor developments with 

interest.  

 

By Leon Westgate 



  

  

Standard Bank Global | Commodities 
 26 March 2014 

2  

Base metals 

The base metals complex made a quiet albeit steady start before having a little mid-

morning wobble. Turnover is much more subdued than in previous days, with the market 

feeling a little nervier than usual as the base metals attempt to consolidate.  

Reports have emerged of a run on a couple of local Chinese banks and subsequent PBoC 

action to quell fears. In the wake of the country’s first corporate bond default, it seems 

investors and depositors are increasingly concerned. It’s a bit like trying to squeeze 

toothpaste back in the tube; however, it seems like the Chinese government is acutely 

sensitive to cash concerns and may well strike a more reassuring tone. 

Copper rallied very strongly yesterday, closing above $6,600. Prices have remained well 

supported, though with a very timid overnight trading session there may well be more 

significant turnover and price action heading into US trade (and the night-time SHFE 

trading period). Spot copper TC/RCs have risen in the wake of the Jinchuan Group 

smelter outage in China, though, at the same time, Newmont has reportedly cut copper 

and gold production at its Batu Hijau mine in Indonesia by 70%. The company, along 

with Freeport McMoran, are still involved in discussions with the Indonesian government 

to allow the export of copper in concentrate.   

Inventory-wise, copper saw a net 2,925 mt increase in headline stocks by a 3,200 mt 

fall in on-warrant material. New Orleans was the main centre of activity, with 5,475 mt 

entering the warehouse, while cancelled warrants jumped 8,175 mt. New Orleans holds 

99.3% of all LME material in the USA, with 37.6% of copper warrants in New Orleans 

currently sat in the cancelled warrant category.  

Nickel came under heavy selling pressure yesterday afternoon, though prices have 

stabilised and remain above $16,000. Given nickel’s run higher, it seems the market is 

taking a bit of a breather, with prices consolidating as the metal’s recent upwards 

momentum dissipates. Inventory-wise, LME stocks have increased again, with 

Rotterdam seeing 1,812 mt being delivered in this morning.  

By Leon Westgate 

Precious metals 

The SGE premium remains in negative territory despite the decline in gold in recent 

days. We continue to believe that the metal will struggle in the face of weak demand 

and forecasted rising real interest rates in the US. We expect more downside in gold. 

Uptake of the new SA-based palladium ETF has been slow, given that the palladium 

price denominated in ZAR remains near all-time highs. Over the first two days slightly 

more than 10Kozs went into the ETF. Aggregate open interest on the NYMEX palladium 

contract continues to climb, which suggests rising speculative length in a relatively small 

market. If this unwinds, the price could come down quickly despite supply fears in 

Russia and South Africa. 

Despite the strike in South Africa, platinum is still being dragged lower by gold. Being 

short platinum below $1,400 holds little value from a risk/return basis. Therefore, 

should gold drop below its 200d MA, we believe that the platinum/gold spread, which 

has been ranging between $100 and $130, could widen. 

Silver has found very good support in the $18.50 to $19.00 range since June last year. 

We still prefer approaching silver from the short side. Given the strong support in the 

$18.50 - $19.00 range, shorting the metal in that range holds little value from a 

risk/return perspective. However, we expect rallies to fade, and foresee further 
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downside if support at $18.50 is broken. Gold would probably need to move lower 

before silver could really test support at $18.50. 

By Walter de Wet 

Bulks 

Chinese financial steel pricing traded in much tighter ranges today, with profit-taking 

from yesterday’s euphoria driven by stimulus hopes that were not necessarily evident in 

Equities nor backed by adequate physical steel strength. Market jitters remain evident, 

given inconsistent demand conditions and an ongoing desire to improve cash holdings, 

as well as further news of defaults, this time in Jiangsu’s banking community. IO swaps 

are trading at similar levels to yesterday afternoon as a result.  

Shanghai Equities fell 0.18% to 2064 points, trending lower on further default 

concerns, this time among the Jiangsu province (Sheyang county) rural banking 

community. A requirement for SOEs to lift their dividend payment to Beijing by 5% was 

also deemed negative, suggesting that Beijing is looking to boost its own coffers. 

Another property stock, Beijing Urban Construction, was approved to raise additional 

equity, joining the approvals of Tianjin Tianbao Infrastructure and Join.In Holdings, 

earlier in the month. The China Securities Journal published a report from a research 

agency saying that China should not pursue short-term stimulus now, as growth 

remained reasonable, while at the same time stating that room exists for monetary 

policy adjustments, given benign inflation and high interest rates.  

Shanghai 7-day interbank rates rose to 3.89%, in late reaction to yesterday’s cash 

drain. The RMB reference rate was set up at 6.1440; while spot rates closed up at 

6.2087.  

Shanghai Rebar Futures May-14 contract closed off RMB 32/t at RMB 3,230/t, while 

the Oct-14 contract closed down RMB 12/t at RMB 3,275/t. Dazong HRC May-14 

futures shifted off RMB 6/t to RMB 3,356/t. HRC1410 closed at RMB 3376/t today, 

down RMB 2/t d/d.  

Among physical steels, Tangshan billet prices are up RMB 10/t to RMB 2,880/t. 

Yangang’s billet tender closed at RMB 2,842/t, up RMB 21/t w/w, however still at a 

discount to spot. Rebar prices shifted up RMB 10/t in both Shanghai and Beijing, 

reacting to yesterday’s financial market strength. Hebei Steel set its March price at  

RMB 3,040/t, below the month average, allowing distributors a profit.  HRC prices rose 

RMB 10/t in both Shanghai and Beijing, lifted by yesterday’s futures rallies. 

China has dropped a steel industry consolidation plan to amalgamate 60% of the 

industry under the control of just 10 entities by 2015, as part of Beijing’s new aim to 

allow market forces to determine business futures.   

CISA estimates that Chinese daily crude steel output rates dropped 0.04% in mid-March 

to 2.096mt. China imported 0.15mt of scrap in February, with nearly all sourced from 

Japan.  

Dalian Commodity Exchange IO active May-14 contract prices rose RMB 3/t to  

RMB 791/t, while the Sept contract fell RMB 1/t to RMB 758/t. Among physical iron 

ore, RioT tendered an early-April Robe River Fe 57% cargo at $97.68/t. On globalOre, 

a PB fines April cargo was sold at Platts + $1/t; while a Yandi fines Fe 57.7% cargo 

traded at MBIO + $1/t.  

The TSI Fe 62% China CFR price index rose 10 cents to $111.90/t  

(MTD: $111.51/t). The Platts Fe 62% index remained unchanged at $111.75/t 

(MTD: $111.38/t), while the TSI Fe 58% index rose $1.60/t to $101.70/t  
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(MTD: $100.45/t). The Metal Bulletin Fe 62% index  fell 82 cents to $111.29/t, 

while its Fe 58% index fell $1.11/t to $95.19/t. Argus Fe 62% index rose 50 cents to 

$110.05/t. 

In IO supply news, Goa will hold its next Senate hearing tomorrow to consider whether a 

mining cap is necessary on the region’s iron ore assets, with 20mtpa recommended by a 

Court-appointed panel. Stockpiled shipments bought from recently held e-auctions, 

amounting to 1.62mt, are being held up by a dispute over port storage charges.   

Australia’s Senate has voted against repealing the MRRT (super-profits tax) by  

35/32 votes. The Government is likely to try again once new ministers are installed 

after 30 June. Vale has been given initial approved by Brazil’s local environmental 

agency to expand Corumba IO, purchased from RioT, although the miner is yet to make 

a decision to expand from 4.5mtpa to 10.5mtpa capacity and still awaits final 

installation and operational licences. Any expansion, to including a processing plant, 

energy lines and a water supply system, would take 29 months to build. Northland is 

looking to sell its Hannukainen Copper-Gold-Ore project in northern Finland.  

Citic Pacific is to buy 100% of parent assets worth up to $40bn, as part of Beijing plans 

to raise its cash buffers.  

The Baltic Exchange Cape index shifted 9.9% lower to $21,896 /day, with C3 off 2.4% 

at $26.20/t and C5 off 7.5% at $10.136/t. FFA profit taking continues today also, 

with Q2 trading $21,800/day.  

For Q2:14 thermal coal prices, API 2 is trading at $75.10/t; API 4 is trading at 

$71.50/t; while Newcastle is trading at $73/t, weaker again. Drummond’s 30mtpa 

direct-load port facilities remain set to begin later this week, with 0.8mt-1mt stockpiled 

at the 21m draft berths.  Among physical deals, a NEWC Jun-14 cargo traded at 

$73.75/t off $1.75/t w/w), while an ARA April-14 cargo traded at $74.75/t  

(off 50 cents d/d), highlighting ongoing spot weakness.  

Zhengzhou Futures May-14 contract price fell RMB 1/t to RMB 517.6/t, while the 

Sept contract closed RMB 3.6/t lower at RMB 527/t. Total port stocks fell 0.4% to 

16.23mt, with GZ up 1.3% at 3.34mt. Bohai Index fell RMB 3/t w/w from RMB 533/t 

to RMB 530/t. The market remains concerned about high China Coal stocks, which may 

pressure prices lower, despite Daqin rail maintenance, given that hydro season is 

expected to ramp-up shortly. 

Premium Hard Coking Coal spot prices are trading in the $110-116/t Qld FOB range, 

with China CFR prices ranging $122-127/t. Chinese demand conditions continue to 

provide pricing uncertainties for Q2 contract negotiations in the JKT, European and 

Indian markets, with the push to shorter-term options gaining prominence. Port Kembla 

is being impacted by heavy rains (flooding), as well as by #1 loader maintenance, with 

stockpiles at 0.47mt.  

On the Dalian Exchange, May-14 coke price traded off RMB 24/t to RMB 1,158/t, 

while the Sept contract fell RMB 12/t to RMB 1,204/t. Among Dalian HCC prices, May 

contract prices closed RMB 6/t lower to RMB /t, while the Sept contract rose RMB 1/t 

to RMB 826/t. Chinese met coal imports across Jan-Feb reached 9.24mt, off  

26.3% y/y. China is offering grade 1 met coke at $195/t fob for export.  

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 1 727 1 731 1 737 1 721 5 0.26 1 688.50 12 -43.50 
Copper 6 472 6 473 6 518 6 420 1 0.02 6 510.00 -30 3.00 
Lead 2 072 2 070 2 077 2 060 -2 -0.07 2 049.50 -12 -24.85 
Nickel 15 992 16 110 16 189 15 948 118 0.74 16 135.00 145 -32.00 
Tin 22 810 22 925 22 975 22 810 115 0.50 22 960.00 -40 6.00 
Zinc 1 948 1 945 1 954 1 937 -3 -0.15 1 942.00 -11 -10.75 
          
Daily LME Stock Change (mt)          

Metal Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 399 625 5 406 675 1 100 8 150 -7 050 -58 450 2 568 350 48 193 160 
Copper 266 825 263 675 4 525 1 375 3 150 -99 600 116 225 44 131 781 
Lead 200 700 200 700 0 0 0 -13 750 29 150 15 42 729 
Nickel 283 632 283 524 414 306 108 21 996 139 890 49 59 475 
Tin 9 395 9 425 0 30 -30 -290 2 150 23 8 030 
Zinc 772 450 776 400 0 3 950 -3 950 -161 025 149 875 19 96 974 
          

Shanghai 3-month Open Last 1d Change   COMEX Open Close Change Change (%) 
Aluminium 12765 12805 70  Ali Feb'14 - - - - 
Copper 45480 45620 370  Cu Feb'14 294.55 298.85 4.3 1.46 
Zinc 22 810 22 925 1       
          

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

  

Cash 18 320 70 634 22 237 175 065 249 116 21 071 10.8500   
3-month 19 058 71 268 22 791 177 371 252 404 21 414 11.0100   
          
Precious metals          

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

EFP's   

Gold 1 314.75 1 310.75 1 334.91 1 308.06 1 308.51 -26.09 -0.9/-0.5   
Silver - 20.20 20.31 19.93 19.95 -0.37 -2/0   
Platinum 1 433.00 1 433.00 1 444.63 1 425.25 1 426.75 -7.25 +1.5/+3.5   
Palladium 787.50 792.50 801.00 782.20 794.40 2.40 +0.0/+1.0   
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.0775 0.085 0.0925 0.115 0.1575     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.15375 0.193 0.23435 0.3295 0.5616     
          

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

200-day 
MA 

Support Resistance   

Gold 50.52 1 345.41 1 342.19 1 272.27 1 296.83 1 306.65 1 315.96   
Silver 45.22 20.71 20.93 20.32 20.88 19.89 20.21   
Platinum 50.14 1 452.40 1 458.35 1 410.51 1 423.49 1 428.04 1 437.79   
Palladium 61.44 777.51 769.32 734.53 727.31 781.45 793.15   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX 
PAL 

NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1313.4 20.1 785.6 1431.2 1313.9 4321 1311.2   
Open Interest 407487 145380 41523 71547 1651 81368 36   
Change in Open Interest 13055 12093 5185 10513 385 -21374 -277   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 121.18 -0.13 121.163 -0.59 120.722 -0.63 119.254 -0.67  
Gasoil 0.1% Rdam ($/mt) 899.5 4.25 899 3.50 898.25 2.75 895.25 1.75  
NWE CIF jet ($/mt) 958.51 -1.91 952.54 -6.79 954.81 -6.14 957.59 -5.20  
Singapore Kero ($/bbl) 119.808 -0.20 119.433 -0.71 119.262 -0.70 118.744 -0.71  
3.5% Rdam barges ($/mt) 574.939 -8.49 572.695 -0.99 571.628 -0.91 569.336 -0.75  
1% Fuel Oil FOB ($/mt) 641.91 -8.70 619.67 -2.55 610.67 -1.81 604.96 -1.15  
Sing FO180 Cargo ($/mt) 604.228 -8.19 600.495 -0.82 599.336 -0.74 597.253 -0.64  
          
Thermal coal Q2 14 Change Q3 14 Change Q4 14 Change Cal 15 Change  
API2 (CIF ARA) 74.35 0.00 76.05 0.05 78.25 0.05 80.75 0.05  
API4 (FOB RBCT) 74.00 0.00 74.25 0.05 75.70 0.05 77.40 -0.05  

Source: LME, NYMEX, COMEX, SHFE, Standard Bank Research 
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Commodity Prices 
Bulks       

Steel—Physical Latest Price 1-week 1-month 3-month 6-month 1-year 
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 361.28 0.91% 6.17% -6.81% 2.83% -7.74% 
China Tangshan Steel Billet $/t 453.00 -0.66% -4.03% -9.76% -8.11% -12.04% 
China HRC export (Shanghai FOB) $/t 527.00 -1.68% -0.57% -1.13% -4.18% -10.37% 
North Europe HRC domestic (ex-works) $/t 442.50 0.00% -0.56% 2.91% -3.80% -10.61% 
North America HRC domestic (Midwest FOB) $/t 621.00 -0.80% -3.57% -8.54% -3.27% -0.16% 
       

Steel—Futures       
LME Billet Cash  $/t 384.50 -1.54% 6.81% 30.78% 92.25% 93.22% 
LME Billet Futures (1-mth) $/t 392.50 0.51% 9.33% 33.96% 90.53% 91.93% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 515.31 2.74% 0.50% -10.53% -10.01% -15.92% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
SHFE Rebar - Open Interest 338.00 - - - - - 
SHFE Rebar - Total Volume 14.00 - - - - - 
China Steel Inventory (million tonnes) 18.71 -2.39% -2.15% 46.41% 28.81% -10.21% 
       

Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 110.70 1.00% -7.67% -16.14% -16.58% -18.60% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 98.10 -1.01% -11.46% -18.05% -20.24% -21.83% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 111.31 0.43% -8.30% -17.70% -17.09% -20.88% 
Platinum 39651.00 - - - - - 
China Iron Ore Inventory (million tonnes) 103.39 1.57% 6.74% 27.59% 48.10% 54.01% 
       

Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 118.75 0.00% -6.13% -12.84% -21.38% -29.73% 
       

Capesize freight       
Saldanha South Africa-Beilun China 18.50 0.00% 27.59% -2.63% -19.91% 40.68% 
       

Financials pricing       
RMB Currency 6.19 0.28% 1.59% 2.03% 1.23% -0.26% 
China 7-day repo 3.58 34.08% 9.48% -43.62% -20.44% 22.60% 
API2 (CIF ARA) 2066.28 2.11% -0.50% -1.27% -6.40% -11.19% 

Source: LME, SGX, McCloskey, SHFE, Bloomberg 
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