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Waiting for a platinum demand 
response – not much so far 
 

 

 

The last time platinum moved below $1,300 was in June 2013 (and then only briefly). 

Back then the price decline came after the metal briefly traded above $1,700 in 

February of that year (Figure 1). However, after falling from above $1,700 to $1,300 

by Jun’13, the metal rebounded fairly quickly back above $1,400. This decline in the 

platinum price from $1,700 to $1,300 in H1 last year was the catalyst that pushed 

platinum jewellery demand (in China) higher, and from this we saw a steep rise in 

platinum imports into China during the second half of 2013. 

We continue to view platinum jewellery demand as the swing demand factor which 

needs to improve before the price can move higher. Should platinum jewellery demand 

improve, we would also expect to see short covering in the futures market as well as 

new longs establishing themselves.  

That said, one’s price view and the potential for a recovery have to be tempered by a 

number of factors, which are different from a year ago.  

Firstly, last year Chinese gold imports and demand reached record levels and we believe 

platinum benefited from this buoyant demand. YTD this demand is trailing levels seen 

in 2013 (for gold and platinum). Secondly, during the second half of 2013 the broader 

market was anticipating an extended strike in the platinum sector in South Africa. The 

strikes are now behind us and, perhaps more importantly, the strikes never resulted in 

the price rise that most expected (we’ve argued since June last year that the metal 

availability is ample and the price action may be muted). Thirdly, the South African 

platinum ETF launched in May of last year, which resulted in almost 1mozs of platinum 

flowing into ETFs during the second half of 2013.  

Now all of these catalysts have been removed and, together with a stronger dollar, one 

has to question platinum’s ability to make the same recovery as last year. 

That said, China is on holiday this week and, as mentioned, we view their platinum 

buying for jewellery demand as the swing demand factor. The platinum/gold spread is 

at $45 now, not far off June last year’s level when platinum traded at $1,300. In 

August we already saw a marginal improvement of platinum imports into China (Figure 

2). We would expect September (on a comparable basis after accounting for holidays) 

to improve further, and would expect this trend to continue into October and 

November. This improvement in demand, depending on its strength, may see the 

futures market dynamics currently in place (i.e. long liquidation and new shorts being 

established) stabilise and even reverse. 

It is hard to call a bottom to the platinum price, but we would expect the price 

performance to improve over the course of this quarter. We believe from a risk/return 

perspective that little value exists in adding new shorts with the platinum price at 

$1,250. We’d rather wait for a demand response and then approach the metal from 

the long side. That said, and as expressed in our Commodities Quarterly dated  

1 October 2014, we doubt the price would be able to move above $1,400 on a 

sustainable basis during this quarter. We have penned a price of $1,360 as fair value 

for this quarter. 

By Walter de Wet 

 By Walter de Wet 
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Base metals 

After coming under pressure yesterday afternoon, the base metals complex has settled 

into a narrow sideways range ahead of this afternoon’s Nonfarm Payrolls. Volumes 

remain thin amid the Chinese Golden Week holiday, while the market seems happy to sit 

back and see what the US jobs data has to offer. Expectations are that Nonfarm Payrolls 

will climb 215k compared to 142k in August.  

Copper has been very quiet ahead of the Nonfarm data, with the metal trading in less 

than a $40 range heading into the afternoon. In terms of inventory, headline LME 

stocks declined by 825 mt while on-warrant stocks were unchanged. The latest SHFE 

stocks data meanwhile shows a 4,703 mt increase to 86,257 mt. The increase, for the 

week heading into the Chinese holiday period, was expected and reflects participants’ 

reducing of inventory levels during the week-long shutdown.  

Of interest, given China’s increasing presence in Africa, are reports that a group of 

Chinese companies, including Shanghai Baosteel Group, Yunnan Copper and Chinalco 

Luoyang Copper, is planning to restart the Kilembe copper mine in Uganda. The 

feasibility study is due to be handed to the government in 2015, with larger-scale 

mining expected to start in 2016. Ore production at the mine peaked at 1Mtpy in 

1970, while the associated smelter produced 18,000 mt during the 1960s. A group of 

Chinese companies was first awarded a contract to develop copper mines in the country 

in 2013.  

Nickel has found its feet at just above $16,000, with the reiteration of its bullish 

fundamental story, voiced by various banks and a producer, helping shore up sentiment. 

LME stocks have nevertheless continued to climb, with headline inventory gaining 

3,936 mt this morning. The main locations for the activity were Rotterdam, where 

1,014 mt of full plate cathodes entered the warehouse, and Johor, which saw 1,206 mt 

of full plate cathodes and 1,848 mt of bagged briquettes delivered in.  

Elsewhere, the rest of the complex is very quiet; the main thing really to note is that the 

zinc-lead premium has narrowed, from $200 last week to $170 this morning.  

By Leon Westgate 

 

Figure 1: Spot platinum price 

 

Source: Bloomberg 
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Figure 2: China’s platinum imports 

 

Source: China NBS; Standard Bank Research 
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Commodity data 
Base Metals          

LME 3 month   Open Close High Low Daily 
change 

Change (%) Cash Settle Change in 
cash settle 

Cash - 3m 

Aluminium 1 925 1 890 1 931 1 885 -36 -1.84 1 869.50 -29 -30.75 
Copper 6 687 6 601 6 712 6 600 -86 -1.29 6 693.50 -62 47.25 
Lead 2 092 2 080 2 111 2 073 -12 -0.55 2 078.00 7 -10.50 
Nickel 16 161 16 025 16 297 16 001 -136 -0.84 16 050.00 195 -71.11 
Tin 20 350 20 350 20 620 20 250 0 0.00 20 425.00 225 -39.00 
Zinc 2 267 2 253 2 286 2 246 -14 -0.62 2 252.50 -6 -8.25 
          

LME inventory  Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 4 599 550 4 604 675 0 5 125 -5 125 -858 525 2 658 600 58 287 897 
Copper 150 550 151 375 0 825 -825 -215 875 21 300 14 129 439 
Lead 225 325 225 425 0 100 -100 10 875 4 850 2 37 644 
Nickel 363 102 359 166 4 068 132 3 936 101 466 83 142 23 53 679 
Tin 9 270 8 535 735 0 735 -415 405 4 5 168 
Zinc 745 200 748 875 0 3 675 -3 675 -188 275 157 275 21 71 838 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium   95  Ali Feb'14 - - - - 
Copper   400  Cu Feb'14 299.85 300.4 0.55 0.18 
Zinc   -1       
          
          

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

   

Gold 1 214.50 1 211.75 1 222.93 1 208.82 1 214.47 0.65    
Silver - 17.09 17.36 16.95 17.09 -0.07    
Platinum 1 279.00 1 273.00 1 294.15 1 263.80 1 267.60 -14.90    
Palladium 782.00 777.00 786.70 767.45 767.50 -9.80    
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.115 0.12 0.125 0.145 0.2225     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.152 0.1981 0.2326 0.3247 0.5776     
          

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

200-day 
MA 

Support Resistance   

Gold 35.24 1 215.62 1 226.05 1 279.76 1 285.99 1 204.61 1 213.72   
Silver 27.3 17.43 18.05 19.63 19.89 16.98 17.16   
Platinum 22.18 1 299.89 1 333.66 1 436.90 1 433.55 1 235.48 1 267.53   
Palladium 35.34 788.95 815.20 850.53 806.78 761.62 770.92   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX PAL NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1208.4 17.04 765.8 1270.4 1208.2 4231 1215.1   
Open Interest 380473 172201 34532 59544 1462 96708 5   
Change in Open Interest -13959 38914 -1806 -1490 196 -6034 -308   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 105.51 -3.13 105.635 -3.18 105.959 -3.07 107.359 -2.94  
Gasoil 0.1% Rdam ($/mt) 795.25 6.75 795.25 6.75 801.5 7.00 818.75 5.25  
NWE CIF jet ($/mt) 864.21 -21.96 859.08 -23.61 860.88 -22.84 869.99 -22.04  
Singapore Kero ($/bbl) 106.14 -3.12 106.085 -3.18 106.389 -3.09 107.449 -2.97  
3.5% Rdam barges ($/mt) 527.212 -0.59 518.035 0.29 515.845 0.96 521.378 0.86  
1% Fuel Oil FOB ($/mt) 535.09 -0.50 526.41 -1.30 528.21 -0.26 531.5 0.57  
Sing FO180 Cargo ($/mt) 555.448 1.82 550.327 1.09 548.804 0.96 550.961 0.95  
          

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, Bloomberg, Standard Bank Research 
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Commodity data (continued) 
Bulks       
Steel—Physical Latest Price 1-day 1-week 1-month 3-month 6-month 
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 346.95 0.00% -8.15% -4.15% -4.86% -2.89% 
China Tangshan Steel Billet $/t 399.00 -0.25% -3.62% -10.14% -15.47% -19.39% 
China HRC export (Shanghai FOB) $/t 488.00 -1.41% -2.98% -5.06% -6.15% -10.46% 
North Europe HRC domestic (ex-works) $/t 425.00 0.00% 2.41% 3.66% -2.30% -6.59% 
North America HRC domestic (Midwest FOB) $/t 656.00 -0.61% -2.38% -1.06% 0.31% 2.98% 
       
Steel—Futures       
LME Billet Cash  $/t 446.50 0.11% -0.11% 14.34% 15.45% 111.61% 
LME Billet Futures (1-mth) $/t 448.50 -0.11% 0.00% 14.27% 15.07% 109.58% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 407.61 -1.39% -11.50% -11.29% -23.28% -27.68% 
Shanghai Rebar Futures On-Warrant Stocks—change 8040.00 - - - - - 
China Steel Inventory (million tonnes) 11.70 0.00% -5.81% -11.19% -35.53% -18.96% 
       
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) 79.34 -3.92% -6.66% -17.85% -31.19% -38.62% 
China Iron Ore Inventory (million tonnes) 103.19 0.00% 1.57% -2.39% -0.56% 47.25% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 113.50 0.00% 0.00% -0.31% 0.44% -24.21% 
       
Capesize freight       
Saldanha South Africa-Beilun China 13.90 0.00% -18.24% -7.33% -22.56% -38.22% 
       
Financials pricing       
RMB Currency 6.14 0.21% -0.03% -1.18% -1.16% 0.31% 
China 7-day repo 2.91 -19.17% -11.55% -14.91% -28.85% -31.53% 
API2 (CIF ARA) 2363.87 0.69% 3.29% 14.57% 15.67% 8.70% 

Source: LME, Bloomberg, Standard Bank Research 
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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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