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Base metals LME 3-month               

 

 Close High Low Daily change Change (%) Cash Settle 
Change in cash 

settle 
Cash - 3m 

Aluminium 2,130 2,140 2,151 2,103 10 0.47% 2,093.00 -25 -20.75 

Copper 7,898 7,800 7,933 7,755 -98 -1.23% 7,820.50 45 -17.50 

Lead 2,011 2,021 2,039 2,005 10 0.48% 1,995.50 20 -24.25 

Nickel 18,700 18,350 18,775 18,352 -350 -1.87% 18,565.00 -45 -20.00 

Tin 22,000 22,205 22,375 22,000 205 0.93% 22,200.00 295 -37.50 

Zinc 1,960 2,000 1,995 1,940 40 2.04% 1,953.00 41 -6.50 

Energy 

   Open Close High Low day/day Change (%)    

ICE Brent 115.42 115.48 115.75 115.34 0.48 0.42%    

NYMEX WTI 96.81 96.84 97.32 96.77 0.04 0.04%    

ICE Gasoil 996.25 996.00 998.75 995.25 1.50 0.15%    

API2 Q4'11 117.80 117.80 - - 0.00 0.00%    

ICE EUA Dec’11 9.86 10.11 - - 0.25 2.54%    

Precious metals 

 AM Fix PM Fix High bid Low offer Closing bid Change (d/d) EFP's   

Gold 1,794.00 1,795.00 1,802.80 1,786.00 1,797.50 6.80 1.0/1.4   

Silver - 34.91 35.33 34.65 35.16 0.34 -1.0/1.0   

Platinum 1,661.00 1,661.00 1,667.00 1,649.00 1,665.00 31.00 1.5/3.5   
Palladium 672.00 673.00 678.00 659.00 674.00 15.00 0.0/1.0   

Focus: China CPI moving in right direction for metal demand  
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Focus: China’s inflation print should support metal prices on the downside, but the inflation 

print on its own is not enough to change our view that upside for industrial commodities re-

main capped. 

 The base metals continue to track the ups and downs in Italian politics and the euro, 

with reports that Italian Prime Minister Berlusconi would resign seeing the base met-

als rally during Tuesday evening. Middling economic data from China, plus further 

uncertainty over what happens next in Italy and over the formation of the unity gov-

ernment in Greece have seen the metals come back under pressure during Wednes-

day morning. Thin volumes remain a feature of the market, though zinc has seen 

some decent two-way interest build up during early trade.  

 This morning, we have seen the euro collapse as Italian bonds came under pressure 

after LCH Clearnet raised margins on Italian debt. A stronger dollar will keep buying 

interest in precious metals muted, although we have seen some support from inves-

tors buying on dips, with interest especially in silver coming from the Far East. 

 Oil climbed further yesterday on technical buying and a further decline in US com-

mercial oil inventories. WTI and Brent gained $1.28/bbl and 44c/bbl respectively. 

Meanwhile, the term structures for WTI strengthened further in the wake of a sharp 

fall in crude inventories at Cushing. The Brent structure softened somewhat but re-

mained in steep backwardation. 
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By Leon Westgate 

Base metals 

The base metals continue to track the ups and downs in Italian politics and the euro, with reports that Italian Prime Minister 

Berlusconi would resign seeing the base metals rally during Tuesday evening. Middling economic data from China, plus further 

uncertainty over what happens next in Italy and over the formation of the unity government in Greece have seen the metals 

come back under pressure during Wednesday morning. Thin volumes remain a feature of the market, though zinc has seen 

some decent two-way interest build up during early trade.  

Chinese CPI for October came in at 5.5%, in line with consensus expectations and down from the 6.1% figure in September. 

While the number was well received, it merely suggests that China has more room for manoeuvre with regards to monetary 

policy. The data, plus easing PPI suggests tightening measures are over, rather than heralding any imminent easing in mone-

tary policy.  

Chinese output of copper was 469kt in October, up 16.4% y/y but down 1.9% m/m in September. Given the tightening spot 

concentrates market, and shortages of scrap, it will be interesting to see if Chinese production continues to struggle as we 

head towards year-end. Average output so far this year has been 458ktpm, compared to 397ktpm in 2010. 

Workers at Freeport’s Grasberg mine have agreed to continue strike action until December 15th according to Union officials. 

Assuming no improvement in production at the facility, the strike action will effectively wipe out a quarter’s worth of copper 

production from the mine. Workers have already turned down a 35% pay increase from the company.  

Aluminium production in China meanwhile dropped to the lowest level since February as falling prices and tight power supplies 

start to have an effect. The data has had little impact on prices; however, the aluminium market continues to take direction 

from the euro.  

Focus: China CPI moving in right direction for metal de-

mand  

China’s inflation print should support metal prices on the 

downside, but the inflation print on its own is not enough to 

change our view that upside for industrial commodities re-

main capped. 

China’s October CPI was in line with expectations, at 5.5% y/

y. M/m inflation rose only 0.1%, but part of the decline in 

inflation is a base effect — between Oct’10 and Feb’11 m/m 

inflation accelerated substantially in China. Because of this 

base effect alone, we could see inflation decelerate further 

into year-end. Another positive is that PPI fell substantially 

m/m. This  indicates that pipe-line pressures are starting to 

dissipate. 

The deposit rates of the PBOC remain firmly in negative terri-

tory (deposit rate is 3.5%) while the real lending rate is now 

in positive territory (the lending rate is 6.56%). As a result, 

the real borrowing cost of money is rising and is higher than 

it was for most of 2011. At the same time, deposits are still 

losing their real value. If deposits lose value in real terms, 

assets with low carry costs should benefit – thus we continue 

to favour precious metals, gold in particular.  

But while current policy in China is not beneficial for base 

metal demand, the wheel is turning slowly. Although we see 

little chance of an interest rate decline in China this year, we 

believe that the scope for an initial reduction in RRR is mate-

rial — perhaps as soon as December.  

We find that a rising RRR of banks is negative, especially for 

China CPI 

Source: Bloomberg 

By Walter de Wet 

base metals. Our analysis suggests that a raising of reserve 

requirements in order to tighten money supply, and thereby 

rein in inflation, has the expected adverse effect on commod-

ity prices. Decreasing reserve requirements would have the 

opposite effect. Zinc, copper, lead and nickel seem to be the 

most affected by such policy action and would therefore also 

benefit the most, should the RRR decline (although a decline 

in RRR on its own is not sufficient to see prices rally sustain-

ably).  

Meanwhile, we continue to see gold as the only commodity 

with a reasonable chance to sustain a rally in the current 

economic environment.  
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Energy 

Oil climbed further yesterday on technical buying and a further decline in US commercial oil inventories. WTI and Brent gained 

$1.28/bbl and 44c/bbl respectively. By contrast, oil products fell behind during the recent rally, with Nymex RBOB gasoline and 

heating oil actually closing lower yesterday. Refining margins have dropped sharply since the beginning of this month, by 

around $4/bbl, as the market is anticipating an increase in refinery run rates at the end of the autumn maintenance season. 

Meanwhile, the term structures for WTI strengthened further in the wake of a sharp fall in crude inventories at Cushing. The 

Brent structure softened somewhat but remained in steep backwardation. 

The API reported US weekly oil inventory changes for crude/gasoline/distillates at +0.1/-1.5/-2.9mb w/w. Crude inventories at 

Cushing fell by 0.9mb, which helped to strengthen the WTI structure. The total US refinery utilisation rate fell by 2% w/w, which 

caused a drop in distillate production, and in turn, drove a hefty decline in distillate inventories. The weekly inventory changes 

reported by the API are broadly aligned with our estimate, in particular the fall in distillate inventories. A confirmation from the 

DOE report later today should support the oil price in general. 

The Eurozone crisis is intensifying again with its focus now on Italy. Italy's 10-year government bond yield has exceeded the 

critical 7% — the level at which Greece, Portugal and Ireland had to be bailed out. Although the departure of Berlusconi opens 

the door for a technocrat government, which is more likely to take control of the fiscal situation in Italy, the rapidly rising bond 

yield and Italy's hefty ongoing funding need is not allowing much time for a transition. The latest development in the Eurozone 

appears to have spurred a general “risk-off” sentiment in the market. 

As far as the Eurozone economy is concerned, imports for Germany and France both fell in September, which could be a sign 

that demand in the two biggest Eurozone economies might have declined. Meanwhile, China’s inflation fell from 6.1% y/y in 

September to 5.5% in October. PPI has fallen dramatically, down from 6.5% to 5.0%. China’s Industrial production moderated 

from 13.8% y/y to 13.2% y/y, with crude oil processing growing only slightly m/m, but falling 0.9% y/y. 

The release of the IAEA’s report on Iran’s nuclear programme yesterday confirmed the recent market rumours. The market 

seems to be trading on “buy the rumour, sell the fact” regarding this latest geopolitical concern. In the short term, the oil price 

is likely to rally as the technical break-out in Brent will inevitably attract fresh buying and prompt short covering. Furthermore, 

the very tight fundamentals keep the oil market supported. That said, headwind from a soft economy and an ongoing Eurozone 

crisis is likely to cap oil prices below $120/bbl. Across the barrel, we favour middle-distillates despite the very strong rally dur-

ing the past month, but we take a bearish view on light and heavy products. 

By Marc Ground 

By James Zhang 

Precious metals 

Gold fell abruptly in a knee-jerk reaction to the news that Italian Prime Minister Berlusconi would resign in exchange for parlia-

ment’s approval of structural reforms intended to improve the country’s fiscal situation. The vote on these structural reforms is 

likely to occur in late November at the earliest, so there will still be plenty of uncertainty and speculation that will keep markets 

on their toes for some time. Even after the vote and resignation, things are still far from certain with the possibility of an early 

election being called. 

Overnight, Asian markets saw precious metals  regain some lost ground. However, towards the close of the Asian trading day, 

the lower-than-expected Chinese consumer inflation print improved appetite for risk which saw safe-haven assets surrender 

some gains. 

This morning, we have seen the euro collapse as Italian bonds came under pressure after LCH Clearnet raised margins on 

Italian debt. A stronger dollar will keep buying interest in precious metals muted, although we have seen some support from 

investors buying on dips, with interest especially in silver coming from the Far East. 

Gold support is at $1,771 and $1,761. Resistance is $1,798 and $1,814. Silver support is at $34.34 and $34.01, resistance is 

at $35.18 and $35.68. 

Platinum support is at $1,636 and $1,625, resistance is at $1,667 and $1,686. Palladium support is at $652 and resistance at 

$674. 
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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 4,543,575 4,546,475 0 2,900 -2,900 266,525 195,450 4.30 266,207 

Copper 412,325 415,325 0 3,000 -3,000 34,775 38,175 9.26 169,869 

Lead 382,175 383,400 0 1,225 -1,225 173,900 20,000 5.23 63,929 

Nickel 83,640 85,056 0 1,416 -1,416 -52,032 2,946 3.52 30,985 

Tin 14,990 14,990 0 0 0 -1,285 2,585 17.24 6,949 

Zinc 761,850 763,075 0 1,225 -1,225 60,425 68,600 9.00 122,414 

 Shanghai 3-month forward prices  COMEX active month future prices  

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

Aluminium 16,255 16,285 30  Ali Dec'11 - - - - 

Copper 58,420 58,340 460  Cu Dec'11 353 354.60 1.30 0.37% 

Zinc 15,500 15,440 100       

ZAR metal prices 

 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 

Cash 16,528 61,758 15,758 146,608 175,313 15,423 7.8970 

3-month 17,119 62,396 16,167 146,791 177,629 15,999 7.9995 

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) 130.17 0.75 129.34 0.81 128.18 0.88 - - - - 

Gasoil 0.1% Rdam ($/mt) 996.00 1.50 981.00 1.50 974.25 2.00 957.75 3.50 945.50 7.25 

NWE CIF jet ($/mt) 1,065.57 5.79 1,064.17 6.59 1,057.75 6.25 1,043.99 7.42 1,037.04 6.70 

Singapore Kero ($/bbl) 130.19 0.54 131.24 1.06 130.78 1.13 129.08 1.14 128.00 1.01 

3.5% Rdam barges ($/mt) 655.36 -1.14 650.75 3.00 643.50 2.75 626.00 2.00 601.75 0.50 

1% Fuel Oil FOB ($/mt) 682.73 -1.02 683.25 5.00 678.00 4.75 663.50 3.00   
Sing FO180 Cargo ($/mt) 704.40 0.40 692.25 4.50 680.50 3.75 660.50 3.25   

           

Thermal coal Q1-12 Q2-12 Cal 12 Cal 13 

API2 (CIF ARA) 117.80 0.00 117.70 -0.85 118.20 -0.95 119.60 -0.70 125.40 -0.60 

API4 (FOB RBCT) 109.95 -0.40 112.35 -0.90 114.15 -0.85 114.90 -0.80 119.85 -0.70 

Q4-11   

Forwards (%) 1 month 2 months 3 months 6 months 12 months     

Gold 0.57760 0.59200 0.59900 0.58940 0.59000   

Silver 0.46600 0.44600 0.41800 0.38800 0.29000   

USD Libor 0.24778 0.34228 0.44417 0.64167 0.95861   

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

Gold 56.26 1,754.82 1,710.68 1,690.98 1,578.59 1,771.00 1,798.00 

Silver 49.73 34.59 33.27 36.88 36.88 34.34 35.18 

Platinum 50.95 1,632.67 1,586.44 1,708.95 1,751.47 1,636.00 1,667.00 

Palladium 50.48 658.88 639.46 716.11 743.99 652.00 674.00 

Active Month Future COMEX GLD COMEX SLV NYMEX PAL NYMEX PLAT DGCX GLD TOCOM GLD CBOT GLD 

 Dec'11 Dec'11 Jan'12 Jan'12 Dec’11 Oct'12 Dec'11 

Settlement 1,789.90 34.9650 675.05 1,673.10 1,792.00 4,461.00 1,790.20 

Open Interest 459,884 110,047 19,413 38,607 8,257 128,608 2,004 

Change in Open Interest 6,506 1,249 233 452 -143 4,378 96 
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Disclaimer 
Email subs@standardbank.com if you would like to receive Standard Bank research. Please supply your email-address in the body of 
the email.  

Certification 

The analyst(s) who prepared this research report (denoted by an asterisk*) hereby certifies(y) that: (i) all of the views and opinions ex-
pressed 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 Author-
ised 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 Stan-
dard Bank of South Africa.  The information contained herein does not apply to, and should not be relied upon by, retail customers. 

To Turkey Residents 

Standard Unlu Menkul Degerler A.S. and Standard Unlu Portfoy Yonetimi A.S. are regulated by the Turkish Capital Markets Board (“CMB”).  
Under the CMB’s legislation, the information, comments and recommendations contained in this report fall outside of the definition of invest-
ment advisory services. Investment advisory services are provided under an investment advisory agreement between a client and a brokerage 
house, a portfolio management company, a bank that does not accept deposits or other capital markets professionals. The comments and 
recommendations contained in this report are based on the personal opinions of the authors. These opinions might not be appropriate for your 
financial situation and risk and return preferences. For that reason, investment decisions that rely solely on the information contained in this 
presentation might not meet your expectations.  You should pay necessary discernment, attention and care in order not to experience losses. 

To Singapore Residents 

Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

Important Regional Disclosures 

The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company(ies) within the past 12 
months. 

Principal is not guaranteed in the case of equities because equity prices are variable. 

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that. 

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors: 

The non-U.S. research analysts (denoted by an asterisk*) are not registered/qualified as research analysts with FINRA. The non-U.S. research 
analysts (denoted by an asterisk*) may not be associated persons of Standard New York Securities Inc. and therefore may not be subject to 
the NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities 
held by a research analyst account. Each analyst (denoted by an asterisk*) is a Non-U.S. Analyst. The analyst is a research analyst employed 
by The Standard Bank Group Limited. 

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 
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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. 
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