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SHFE Copper short builds again 
 
With general sentiment at last week’s Asian Copper Week remaining negative towards 

the  near term price prospects for copper, it appeared to be only a matter of time before 

the more bearish elements of the Chinese speculative community again had another go 

at shorting the metal. Today appears to be that day with open interest surging over 11% 

and with daily turnover for the most liquid 3m-equivalent contract climbing 4-fold. The 

outright price has fallen 1% suggesting that new shorts have indeed been added.

Whether the shorts will be more effective this time round remains to be seen, with 

copper still proving to be a relatively strong performer amongst the commodity complex 

and so far avoiding some of the breakdowns seen in the other parts of the complex. 

Looking at the structure of the copper market, both the SHFE and LME remain in 

backwardation, with the nearby LME curve tightening appreciably this morning. The 

dominant holder of LME copper warrants remains a feature of the market, with the 

latest data (24/11/14) showing the presence of a dominant holder of cash warrants in 

the 80-89% band and tom warrants also in the 80-89% band. On the SHFE, domestic

physical copper is at a CNY 110 premium to the December contract, compared to CNY 

85 yesterday, suggesting a degree of latent strength. Meanwhile Comex copper has also 

gone through a period of volatility this week as December longs and shorts roll forward. 

Inventory-wise, LME on-warrant stocks are only 138,050 mt, or just over 5,500 lots. 

The 11kt increase seen in on-warrant stocks so far this month has unnerved some, 

though it’s worth remembering that China remains a net importer of coper, even if some 

of the capacity to finance material in bond has seeped away. SHFE inventory has also 

ticked higher, albeit back to around early November levels. Given the extent of the LME 

backwardation however, LME stocks and indeed Chinese refined exports haven’t reacted 

as much as one would have expected. 

While market sentiment remains bearish, and while SHFE speculators have again opted 

to short the metal, not much has really changed. It seems to be a case of smash 

something enough and it will finally break, though quite why copper will falter this time 

round isn’t clear. While we agree that short term price prospects for copper are far from 

rosy, we also note that copper has some bullish structural issues supporting it, not least 

problems converting the concentrate surplus to refined metal and a lurking SRB. Unless

there is an influx of refined metal into exchanges, maintaining a short position will likely 

continue to prove expensive, suggesting copper will remain volatile and prone to short 

covering rallies. 

By Leon Westgate

SHFE Copper OI vs. price 

Source: SHFE, Standard Bank Plc 
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Base metals 

Rumours of a PBOC RRR cut helped support Chinese equities, but had little impact on 

the metals overnight. With the Thanksgiving holiday in the US coming tomorrow 

however, a very data-heavy afternoon awaits, with weak US Durable Goods Orders and 

Jobless Claims data helping see the dollar weaken and in turn support the base metals 

heading into the afternoon. Volumes have been pretty disappointing, with perhaps the 

exception of zinc which has seen LME Select turnover exceeding that of aluminium 

heading into US trade.  

Following copper’s sharp fall in prices yesterday, the nearby spreads have tightened 

appreciably with cash buying emerging from the woodwork. Headline LME copper 

inventory has fallen by 1,075 mt, while on-warrant stocks remain unchanged. In terms 

of warrant holdings, there remains a dominant holder of both cash and tom warrants in 

the 80-89% band for both.  

Aluminium has been one of the more robust base metals in recent days, however 

volumes have been disappointing. Zinc has been far busier, however the metal is in the 

process of consolidating after yesterday’s sell-off with decent two-way interest 

emerging. 

Nickel is also consolidating in a manner of speaking, with the metal drifting back 

following the rally seen during the middle of last week. Volumes have dropped away 

noticeably today, with the metal looking rather weak relative to the rest of the base 

metals. Inventory changes continue to dominate, with on-warrant stocks climbing 

4,278 mt. The main location for the increase was again Johor with 2,424 mt of 

previously cancelled material being put back on-warrant. Other inflows were seen in 

Rotterdam (+1,098 mt) and more unusually Mobile (+246 mt).  

Leon Westgate 

Precious metals 

With the Thanksgiving holiday in the US tomorrow, light volumes have been seen 

across the precious metals complex today. Palladium remains very strong from a 

technical standpoint, however physically with sponge trading under $4 premium, the 

physical market is not quite as solid.  

Regional Copper Inventory (visible and semi-visible) 

Source: LME, Comex, SHFE, Standard Bank Plc, Bloomberg 
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Gold remains stuck in a sideways trend with $1,200 strikes for month end providing 

the gravitational pull. Interestingly, physical gold demand has dropped away 

appreciably with even just a modest increase in the outright price.   

By Leon Westgate 

Bulk commodities 

Chinese financial steels ended relatively flat today, starting the day stronger then 

falling away into lunch before recovering to yesterday’s levels by day’s end. ZCE coal 

also range traded today – suggesting negotiations between producers and consumers 

are allowing only a RMB 7/t m/m rise in prices. The Bohai Rim index remained 

unchanged at RMB 513/t w/w, following rises across the past 3 weeks. Coking coal 

and coke also range traded, trending slightly weaker into the close, with the former 

following a similar choppy trading pattern to rebar throughout the day.  

A late rally in physical rebar prices in N.China helped push IO swaps prices higher today 

after plummeting yesterday by c/$2/t, although the overall mood still remains 

uncertain.  

Shanghai Equities rallied a further 1.43% to close at 2,604 points today, with rumours 

of a PBOC RRR cut doing the rounds, as well as a potential release of deposit insurance 

protection. A new electricity pricing reform plan has been submitted to Beijing today 

for review. China will accelerate the construction of 172 major water projects. The 

NDRC has also approved 4 additional rail projects covering RMB 66bln investment. The 

State Council Research Centre is saying that property investment growth peaked this 

year and will fall to 7% next year and 5% the year after. China has installed 2226km of 

new rail, representing RMB 590bln, so far this year, compared to an original full year 

target of 7,000km.  

Shanghai 7-day interbank rates fell back to 3.32%. Spot Currency traded at 6.1381, 

while the PBOC reference rate appreciated to 6.1354, suggesting a reduced focus on 

export generated revenues compared to earlier this year. The potential replacement of 

the PBOC governor is being watched closely.  

Shanghai Rebar Futures Jan-15 contract closed RMB 4/t lower at RMB 2,582/t, while 

the May-15 contract dropped RMB 2/t to RMB 2,448/t. Dazong HRC Feb-15 futures 

shifted RMB 7/t higher to RMB 2,827/t, while SHFE HRC Jan-15 futures fell RMB 

2/t to RMB 2,886/t. Among physical steels, Tangshan billet prices rose RMB 10/t in 

the morning to RMB 2,420/t. The weekly Yangang billet tender closed at RMB 

2,461/t, off RMB 21/t w/w. Rebar prices fell RMB 10/t in Shanghai and rallied by 

RMB 30/t in Beijing, due to a supply squeeze after chasing southern sales to clear 

excess Northern stock due to a RMB 600/t price arbitrage, with 22mm offers up RMB 

100/t. HRC prices rose RMB 10/t in Shanghai and remained flat in Beijing. 

US steel imports rose to 36.96mt YTD October, with Oct rising 42% y/y to 4.4mt, 

driven by improving domestic conditions.   

Dalian Commodity Exchange IO Jan-15 contract closed down RMB 10/t to RMB 

502/t, while the May-15 contract closed RMB 1/t higher at RMB 467/t. Among 

physical iron ore, Vale closed a Fe 63% LONS (unscreened lump) Dec-cargo at index 

plus $5.80/t. Yet again no news on the proposed RioT tender of a combined PB 

fines/lump Dec-cargo. globalORE traded a Yandi fines Fe 58% basis Dec-cargo traded 

at index plus 10 cents, while a PB fines Dec-cargo traded at $68/t, with a second Dec-

shipment then trading at RMB 69/t, compared to $69.50/t yesterday. Local Chinese 

platform COREX sold a PB lump Fe 62% Dec-cargo at $85.50/t. A private offer of 

Jimblebar cargo at $65/t has yet to be concluded.  
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The TSI Fe 62% China CFR price index fell 60 cents to $68/t (MTD: $73.50/t). The 

Platts Fe 62% index fell 50 cents to $68.50/t (MTD: $73.75/t), while the TSI Fe 

58% index was 40 cents lower at $62.30 (MTD: $66.47/t). The Metal Bulletin Fe 

62% index was down $1.09/t to $68.49/t, while its Fe 58% index was down $0.89/t 

at $58.44/t. Argus Fe 62% printed at $66.50/t. Mysteel’s Fe 62% index was down 

$1.00 to $68.00/t, while the Fe 58% index was off 50 cents to $61.75/t. 

In IO supply news, FMG is rumoured to be (FINALLY) considering reducing its output 

back to 120mt, from as high as 180mt annualised in some shipment months this year, 

primarily by closing its higher cost Cloudbreak (40mtpa) mine, focusing on margins 

rather than volumes – as all miners should now be doing! This could reduce the miner’s 

breakeven price on a China CFR basis from $71/t to below $65/t (savings on 

costs/moisture) and also assist in significantly reducing market supplies. We have been 

extremely concerned that all Miners have been.  

We note that FMG has shipped an additional c.84mt y/y from last Oct to this, 

compared to RioT at 30mt; BHPB at 40mt and Vale at 10mt. The 4 majors alone have 

contributed 164mt in additional supplies over the past year. We can also count an 

additional 25-30mt from the “little league”. Offsetting those are the 30-40mt of 

seaborne and c. 150-200mt of Chinese “turn-offs”, due to sub-economic returns. In 

theory, this balances out. However we must also consider that Chinese cyclical demand 

destruction effectively amounts to 100mtpa, together with the seasonal destock of 

c.100mtpa also. Effectively the market remains oversupplied still by 200mt right now, 

explaining the current “free-fall” as everyone from RioT downwards attempts to shift 

tonnes by hook or by crook. Where is that market clearing bottom price? Have we 

found it as yet?  After destocking for the past month,  

In other IO news, Gerdau says its Brazilian IO export margins are close to zero now, 

such that 2015 export volumes are under review. Mt Gibson is now “under-water” on 

many fronts, suffering a collapse in its Koolan Island main pit seawall, with seas now 

flooding the pit entirely, with 3-4mtpa (c.50%) of the miner’s volumes now “at 

risk”.  Equatorial Resources has completed its PFS at its $200m Mayoko for a 2.5mt Fe 

64.1% concentrate facility at opex of $40/t FOB Pointe Noire.  

The Baltic Exchange Cape index shifted % to $/day, with C3 at $/t and C5 at $/t, 

while C4 is $/t and C7 is $/t. FFA Cal15 capes are trading in the $13,400/day range, 

while Nov-Dec is trading in the $18,900/day range.  

In thermal, oil markets are being watched with OPEC starting tomorrow, while Russia, 

Saudi and Iran failed to agree on any output cuts while meeting yesterday. OPEC 

members are already producing above quota at 1mbpd above their official 30mbpd. 

Meanwhile the EUR reacted more strongly to weaker US consumer confidence figures 

from 94.1 in Oct to 88.7 in Nov, than to an upward revision to 3Q GDP growth to 

3.9%. US durable goods are out today, with a fall in Oct of -0.6% m/m expected, 

compared to a -1.3% m/m drop in September. The US will be closed tomorrow for 

Thanksgiving. 

In EU gas markets, the Norway’s Asgard field is suffering temporary reduced flows, 

joining the Troll and Skarv fields, to push pricing higher, in the face of colder weather 

conditions. UK gas consumption fell 8.9% y/y to a 9-year low due to the warmest Nov 

since 2005.   

For Q1:15 thermal coal prices, API 2 is trading at $73.35/t; API 4 is trading at 

$68.40/t; while Newcastle is trading at $65.25/t. Among physical deals, Dec RB1 

traded at $67.90/t. NEWC has received just 1mt of inflow this week due to rail 

maintenance, with port stocks falling form 2.29mt to 1.1mt to compensate.   
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Zhengzhou Futures Jan-15 thermal contract prices fell RMB 0.8/t to RMB 496.80/t, 

while the May-15 contract fell RMB 5.2/t to RMB 477/t.  

Premium Hard Coking Coal spot prices are trading in the $108-113/t Qld FOB range, 

with China CFR prices ranging $118-123/t. TSI FOB Qld printed at $113.20/t, while 

China CFR printed at $123.00/t. MB FOB Qld printed at $112.84/t, while China CFR 

printed at $121.92/t. The Argus Qld fob index printed at $111.64/t.  

On the Dalian Exchange, Jan-15 coke price was unchanged at RMB 1,067/t, while the 

May-15 contract fell RMB 4/t to RMB 1,031/t. 

Among Dalian HCC prices, Jan-15 contract prices closed RMB 2/t lower at RMB 

771/t, while the May-15 contract fell RMB 3/t to RMB 750/t. 

 

By Melinda Moore 
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Commodities Data 
                        
LME 3 month   Open Close High Low Daily change Change (%) Cash Settle Change in cash 

settle 
Cash - 3m

Aluminium 2,040 2,049 2,068 2,040 9 0.44 2,084.00 24 28.50
Copper 6,662 6,606 6,698 6,583 -56 -0.84 6,696.00 -35 47.00
Lead 2,055 2,052 2,075 2,049 -3 -0.15 2,061.00 15 -5.35
Nickel 16,550 16,525 16,639 16,321 -25 -0.15 16,455.00 -80 -55.00
Tin 20,370 20,200 20,420 20,182 -170 -0.83 20,210.00 -270 25.00
Zinc 2,286 2,271 2,305 2,265 -15 -0.66 2,287.50 -13 -4.00
      
LME 
inventory  

Today Yesterday In Out One day 
change

YTD change 
(mt)

Cancelled 
warrants (mt) 

Cancelled 
warrants (%) 

Contract 
turnover

Aluminium 4,342,425 4,354,025 0 11,600 -11,600 -1,115,650 2,353,675 54 222,934
Copper 162,125 163,200 0 1,075 -1,075 -204,300 24,075 15 205,408
Lead 217,925 217,925 0 0 0 3,475 18,325 8 34,907
Nickel 399,996 398,064 2,004 72 1,932 138,360 95,022 24 72,420
Tin 12,010 11,865 245 100 145 2,325 4,960 41 9,795
Zinc 666,350 669,875 0 3,525 -3,525 -267,125 90,925 14 120,943
      
Shanghai 3-
month 

Open Last 1d  Change COMEX Open Close Change Change (%)

Aluminium 13850 13815 10 Ali Feb'14 - - - -
Copper 47340 46860 -460 Cu Feb'14 297.75 296.25 -1.5 -0.50
Zinc 20,370 20,200 1   
      
Precious 
metals 

     

 AM Fix PM Fix High bid Low offer Closing bid Daily change   
Gold 1,195.75 1,199.00 1,203.09 1,190.52 1,200.90 -30.87   
Silver - 16.66 16.73 16.45 16.67 -0.52   
Platinum 1,221.00 1,213.00 1,226.00 1,200.05 1,221.30 -33.80   
Palladium 795.00 797.00 800.60 791.20 792.50 13.20   
      
Forwards (%) 1 month 2 months 3 months 6 months 12 months   
Gold -0.3375 -0.24 -0.1625 -0.0525 0.065   
Silver 0.62 0.616 0.618 0.612 0.568   
USD Libor 0.1535 0.2045 0.23435 0.3274 0.5643   
      
Technical 
Indicators 

30-day RSI 10-day MA 20-day MA 100-day MA 200-day MA Support Resistance  

Gold 46.62 1,190.70 1,177.60 1,246.69 1,275.63 1,191.33 1,202.45  
Silver 43.96 16.29 16.07 18.37 19.24 16.53 16.68  
Platinum 42.29 1,209.75 1,213.24 1,348.68 1,400.05 1,217.49 1,227.32  
Palladium 50.76 779.24 777.40 827.44 816.19 793.90 802.10  
      
Active Month 
Future 

COMEX GLD COMEX SLV NYMEX PAL NYMEX PLAT DGCX GLD TOCOM GLD CBOT GLD  

Settlement 1196.5 16.605 798.5 1224.5 1195.4 4522 1197.8  
Open Interest 391341 157890 33092 64294 765 79297 21  
Change in 
Open Interest 

-3091 24603 -3246 3260 -501 -23445 -292  

      
Energy      
Energy 
futures 
pricing 

1 month Change 2 month Change 3 month Change 6 month Change 

Sing Gasoil 
($/bbbl) 

94.223 -0.29 92.252 -1.61 92.356 -1.65 93.304 -1.78 

Gasoil 0.1% 
Rdam ($/mt) 

696.5 2.25 693.25 2.50 704.5 2.00 711.5 1.00 

NWE CIF jet 
($/mt) 

784 -2.35 756.52 -12.71 755.39 -13.41 762.67 -14.44 

Singapore 
Kero ($/bbl) 

96.848 -0.30 93.672 -1.74 93.506 -1.74 93.774 -1.83 

3.5% Rdam 
barges 
($/mt) 

416.829 -1.45 401.796 -7.97 402.252 -7.81 407.958 -8.06 

1% Fuel Oil 
FOB ($/mt) 

422.89 -1.59 410.17 -7.89 411.96 -7.69 418.39 -8.13 

Sing FO180 
Cargo ($/mt) 

457.888 -1.26 441.546 -8.97 437.314 -8.48 438.895 -8.12 

      
Thermal coal Q3 14 Change Q4 14 Change Q1 15 Change Cal 15 Change 
API2 (CIF 
ARA) 

74.50 -0.50 77.05 -0.45 78.65 -0.35 80.45 -0.40 

API4 (FOB 
RBCT) 

73.85 -0.15 74.05 -0.20 75.25 -0.05 76.75 -0.10 

Source: LME, Comex, Nymex, SHFE, Standard Bank Plc 
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Commodity Data cont. 
Bulks   
Steel—Physical Latest Price 1-day 1-week 1-month 3-month 6-month
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 293.96 0.31% -8.60% -22.18% -19.42% -23.08%
China Tangshan Steel Billet $/t 401.00 -0.74% 0.25% -7.18% -11.67% -18.50%
China HRC export (Shanghai FOB) $/t 479.00 0.63% -0.62% -5.52% -6.81% -9.28%
North Europe HRC domestic (ex-works) $/t 410.00 0.00% -2.96% -1.20% -3.53% -4.65%
North America HRC domestic (Midwest FOB) $/t 641.00 -0.77% -0.31% -5.46% -6.56% -5.46%
   
Steel—Futures   
LME Billet Cash  $/t 490.00 6.52% 6.52% 15.02% 26.29% 108.51%
LME Billet Futures (1-mth) $/t 490.00 6.52% 6.52% 13.95% 24.05% 107.41%
LME Steel Billet Stocks—change 0.00 - - - - -
Shanghai Rebar Futures (Active contract) $/t 423.06 -0.77% -1.24% -13.52% -12.03% -26.37%
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - -
China Steel Inventory (million tonnes) 10.10 -2.35% -8.44% -18.49% -30.44% -22.94%
   
Iron ore   
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t   
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t   
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 73.41 -0.12% -8.33% -20.90% -27.62% -46.12%
China Iron Ore Inventory (million tonnes) 100.48 0.54% 1.64% -0.98% -5.90% 29.05%
   
Coking coal   
Premium Hard Coking Coal (Qld FOB) $/t 114.05 0.00% 2.61% 1.15% -1.68% -18.68%
   
Capesize freight   
Saldanha South Africa-Beilun China 14.30 0.00% -23.94% -15.88% 2.14% -10.34%
   
Financials pricing   
RMB Currency 6.14 0.28% 0.36% -0.24% -1.61% 0.76%
China 7-day repo 3.32 3.75% 7.44% -0.90% 27.69% -30.25%
Shanghai Equities Composite  2604.35 6.26% 13.71% 18.00% 27.57% 19.30%
Source: LME, Bloomberg, Standard Bank Plc 
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recommendations in this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, 
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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 
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s.a.r.l.; in Malawi by Standard Bank Limited; in Namibia by Standard Bank Namibia Limited; in Mauritius by Standard Bank (Mauritius) 

Limited; in Taiwan by The Standard Bank of South Africa; in Tanzania by Stanbic Bank Tanzania Limited; in Singapore by Standard 

Merchant Bank (Asia) Limited; in Swaziland by Standard Bank Swaziland Limited; in Zambia by Stanbic Bank Zambia Limited; in 

Zimbabwe by Stanbic Bank Zimbabwe Limited; in UAE by Standard Bank Plc – Dubai branch 

In jurisdictions where SBG is not already registered or licensed to trade in securities, transactions will only be effected in accordance 

with applicable securities legislation, which will vary from jurisdiction to jurisdiction and may require that the trade be made in 

accordance with applicable exemptions from registration or licensing requirements. 

Standard Bank Group Ltd Reg.No.1969/017128/06) is listed on the JSE Limited .SBSA   is an Authorised Financial Services Provider 

and it also regulated by the South African Reserve Bank. 
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