
 

Commodities Strategist 

Walter de Wet, CFA 

Walter.DeWet@standardbank.co.za 

+27-11-415-4176 

Commodities Strategist 

Leon Westgate 

Leon.Westgate@standardbank.com 

+44-203-145-6822 

Commodities Strategist 

Melinda Moore 

Melinda.Moore@standardbank.com 

+44-203-145-6887 
 

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. 
 
 

www.standardbank.com/research  
 

  
  

  

9 September 2014 

G
lo

b
al

 | 
C

o
m

m
o

d
it

ie
s 

D
ai

ly
 

 
 

Nickel – NPI market facing more 
upheaval, but not yet 
 

 

 

The recent move by the Philippines to follow in the footsteps of Indonesia and look at 

implementing a ban on exports of unprocessed ore has helped reinvigorate what had 

become a pretty moribund nickel market. Nickel prices have surged around 5% since 

the middle of last week, with the news helping spark some renewed speculative 

interest. That said, Chinese NPI prices have in fact fallen owing to what is currently a 

well-supplied market.  

Looking at the figures, there is no doubt that the Indonesian ore ban has had a huge 

impact on the Chinese NPI sector and is likely to reduce nickel in NPI production this 

year in China by around 120kt, with a further fall in output of 150-200 kt expected in 

2015. The next 3-4 years will, however, start to see that production shift to Indonesia 

as infrastructure and energy availability improves and as NPI plants in the country start 

to ramp up. Since the Indonesian ban came into effect, ore from the Philippines has 

been used to help offset the lack of Indonesian material, being used on its own or as 

blendstock. The prospect of the Philippines also introducing a ban therefore throws 

the future of almost the entire domestic Chinese NPI sector into doubt.  

Ultimately, it looks like Indonesia, and perhaps the Philippines too, will come to 

dominate global NPI production in time, provoking some interesting questions in terms 

of their respective behaviour as the two countries vie for foreign investment. Counter-

intuitively, it is perhaps the Philippines that has the most work to do on that front, 

given recent tensions between the Philippines and China in the South China Sea, and 

the lower nickel and higher iron content nature of Philippine ore. The main question 

for the nickel market, however, is whether there is enough refined stock, supply 

capacity from other sources (HPAL and ferronickel), and indeed common sense in 

terms of how a ban is implemented, to ride out any short-term supply dislocation. 

On the back of the Indonesian ore ban, nickel prices surged higher during H2 and the 

first part of Q2 in particular, attracting a lot of speculative interest. Since the start of 

H2, however, volumes have fallen off a cliff, with LME Select turnover plunging 26% 

since the start of H2 compared to H1 levels. Open interest has also fallen sharply, 

dropping 21% from the highs in early May, as participants wait for the expected 

tightness in the nickel market to emerge finally. For the moment, though, there seems 

to be enough slack in the system, in terms of metal and ore inventory, and enough 

confidence that a Philippine ban won’t be rushed. NPI prices are actually steady or 

even slightly weaker, in spite of the news, with the fundamentals still playing a bit of 

catch up.  

While a potential Philippine ore ban will help to underpin nickel prices going forward, it 

is not necessarily enough to propel prices significantly higher from here. We are bullish 

in terms of nickel’s longer-term price prospects; however, we have yet to see at what 

threshold LME inventory starts to become attractive. Speculative length certainly helps 

in terms of financing the huge tonnages of LME material in the warehouse system 

(adding lending capacity), with the recent market apathy and potential for nearby 

tightness needed if those LME stocks are going to be liberated. A fresh surge of 

speculative buying on the back of the Philippine news will not only help boost prices 

but will also help keep the 330 kt of nickel inventory in LME warehouses exactly 

where it is.  

By Leon Westgate 
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Base metals 

A poor technical close for many of the base metals yesterday has invited further selling 

interest this morning, with the base metals complex falling heavily across the board. 

Zinc has seen particularly good turnover amid long liquidation and the triggering of 

stops, though volumes elsewhere are closer to average.  

Zinc has been the main focus this morning, with very good turnover being seen. Prices 

fell out of bed this morning, following another failed attempt to push above recent 

highs yesterday and a weak technical close. Very heavy long liquidation emerged on the 

SHFE, with open interest falling 13.5%, with that weakness spilling over into the LME. 

Volumes on LME Select have managed to outpace copper well into Tuesday afternoon, 

with the metal falling over 2% amid what is also likely to be long liquidation. In the 

space of a day or so, zinc has wiped out the gains for this month with prices back 

around end-August levels.  

Nickel has also fallen sharply, with the metal failing to break above $20,000 yesterday 

and promptly running out of momentum. As noted in the focus section, while the 

proposed Philippine ore ban will help provide background support for nickel prices, the 

nickel market appears to need a bit more impetus, with a technically driven sell-off and 

the exit of weak longs exacerbating the metal’s price declines.  

Copper has also struggled, though the metal is performing relatively well, declining only 

1% heading into US trade, compared with falls of 2% for nickel and zinc and 1.5% for 

the rest of the complex. In China, the SHFE saw fresh selling rather than liquidation, 

with open interest gaining 6% amid a 0.4% fall in prices. Meanwhile, domestic Shanghai 

physical copper is still trading at a premium to the September SHFE contract, though 

that premium has softened slightly to 100 CNY from 180 CNY this time last week.  

By Leon Westgate 

Precious metals 

Yesterday saw another big rise in the 5y US inflation-linked bond yield – a proxy for real 

rates towards the -0.1% level. This is up from -0.5% at the start of July. Furthermore, if 

one looks at the 5y breakeven inflation rate as implied by the bond market, breakeven 

inflation is close to the lowest level YTD. As a result, the rise in the real interest rate 

seems to be driven by lower inflation expectations in the US rather than a rise in growth 

expectations.  

China nickel ore imports 

 

Source: China Customs 
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As regards the gold market, and pointed out in our Commodities Daily of 4 September, 

the movement in bond yields provides us with important indicators of how the broader 

financial market is reading developments in the US economy.  

First, it seems that, for now at least, inflation in the US is not seen as a problem. By 

implication, should one believe that inflation is a driver of the gold price then bond 

market movements suggest that gold will struggle to rally.  

Second, and more important in our view, is that implied real interest rates in the US 

have again moved higher, largely because of lower inflation (lower inflation is already 

negative for gold). All else being equal, higher real interest rates in the US are negative 

for gold and overall US bond market movements indicate that gold will struggle. 

Platinum is finally below $1,400 and we start looking for support, given that a lower 

platinum price should increase jewellery demand. If gold continues to decline, it may 

drag platinum lower too, but we would expect the platinum/gold spread – now at 140 – 

to widen. 

Silver is testing support at $19.00 – we note that the market is short already and we 

could see short covering. But with real interest rates rising, we still think this metal is 

most at risk to a move lower. We still target the $15 – $17 range. 

For palladium we are looking for consolidation. We approach it from the long side, but 

upside may become compressed for now. 

By Walter de Wet 

Bulks 

Chinese financial steels and Chinese equities appear to be running in parallel universes. 

We hope retail investors don’t get caught in the wrong direction. Chinese financial steels 

continued to weaken today (as did most other commodities) on what must be a further 

weakening in Chinese manufacturing and property conditions – typical September 

seasonality, coupled with poor cyclical momentum, as recently signalled by the August 

manufacturing and property PMIs.  

Shanghai Equities, however, traded flat at 2,327 points, with profit-taking in financials 

being offset by strength in materials and industrials. Shanghai 7-day interbank rates 

rose back to 3.25%, despite the PBOC selling RMB 15bn in 14-day repurchase 

agreements at 3.7%, compared to RMB 10bn maturing. Spot Currency appreciated 

strongly to 6.1350 based on yesterday’s published trade surplus of $49.84bn for 

August, while the PBOC reference rate set at 6.1520. Inflation data for August is set to 

be released on Thursday, with the market expecting a 2.2% print, compared to 2.3% in 

July.  

Shanghai Rebar Futures Jan-15 contract fell RMB 66/t to RMB 2,768/t, while the 

Oct-14 contract fell RMB 45/t to RMB 2,704/t. Dazong HRC Nov-14 futures closed 

at RMB 2,950/t, falling RMB 73/t, while SHFE HRC Jan futures fell RMB 76/t to  

RMB 2,956/t. Among physical steels, Tangshan billet prices are believed to have 

dropped back by RMB 40/t to RMB 2,360/t, although the market is trying to keep 

“official” spot prices at RMB 2,400/t today. Rebar prices fell RMB 20/t in Shanghai 

and plunged RMB 60/t in Beijing, suggesting that mill efforts to hold rebar above  

RMB 2,930/t have failed. HRC prices fell RMB 10/t in Shanghai, while they remained 

stable in Beijing. 

Dalian Commodity Exchange IO active Jan-15 contract prices remained unchanged at 

RMB 585/t, while the May-15 contract fell RMB 4/t to RMB 580/t. Among physical 

iron ore, RioT tendered a PB fines Fe 61% Sept-cargo at $83.17/t, together with a 
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Robe River Fe 56.5% fines (6% silica; 3% alumina) Sept-cargo at $68.23/t.  

Vale offered a Fe 64.49% cargo at $92.30/t, which remained untraded. At Shandong 

ports, PB fines traded as low as RMB 565/t, off RMB 5-10/t (equivalent to 

$80.50/t).   

The TSI Fe 62% China CFR price index fell 40 cents to $83.20/t (MTD: $84.89/t). 

The Platts Fe 62% index fell 50 cents to $83.25/t (MTD: $84.93/t), while the TSI Fe 

58% index fell $1.50/t to $72.40/t (MTD: $74.86/t). Argus Fe 62% fell 20 cents to 

$81.85/t. The Metal Bulletin Fe 62% index dropped 48 cents to $83.50/t, while its 

Fe 58% index rose 37 cents to $68.97/t. Mysteel’s Fe 62% index remained flat at 

$83/t, while its Fe 58% index remained at $71.50/t.  

In IO supply news, Shougang Peru workers have returned to work after a 3-week strike 

for better wages.  

The Baltic Exchange Cape index shifted up 6.7% to $17,493/day, with C3 at 

$23.556/t and C5 at $8.968/t, while C4 is $11.095/t and C7 is $10.255/t.  

FFA Cal15 capes are trading in the $19,500/day range, while Q4:14 is trading in the 

$25,200/day range.  

For Q4:14 thermal coal prices, API 2 is trading at $74.90/t; API 4 is trading at 

$68.90/t; while Newcastle is trading at $66.25/t. Among physical deals, an array of 

trades has occurred, in general weaker than yesterday by c.50 cents, causing the paper 

market to drop. The EU is to issue new sanctions on Russian energy SOE’s, although it 

will wait a few days first to give Brussels time to assess the success of the recent 

ceasefire.  

On the CZCE, steam coal 1501 contract traded closed at RMB 510.6/t, off RMB 1/t; 

while the May-15 contract closed at RMB 504.4/t, down RMB 1.2/t. Chinese import 

policies changes continue to overhang trading in the Pacific markets.  

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 $111.10/t, while 

China CFR printed at $124.40/t. MB FOB Qld printed at $113.01/t, while China CFR 

printed at $122.68/t. The Argus Qld fob index printed at 111.54/t. Indian met coal 

prices for September may have been settled at $114.50/t fob Qld for Peak Downs with 

BMA, although index-linked contracts are still being considered by SAIL, after being 

offered discounts of $5-7/t top quarterly contract prices of other suppliers. Indian mills 

are to discuss the issue in a meeting on 24-25 September.  

Dalian Commodity Exchange Coke active Jan-15 contract prices fell RMB 20/t to  

RMB 1,064/t, while the May-15 contract fell RMB 26/t to RMB 1,112/t. Coking Coal 

active Jan-15 contract prices fell RMB 11/t to RMB 773/t, while the May-15 contract 

fell RMB 10/t to RMB 804/t. Chinese coke exports rose 78.4% y/y in August to 

0.66mt, with YTD at 5.09mt, compared to 2.41mt last year. Shanxi Coking Coal is 

believed to be considering raising its coking coal prices for September, despite the 

recent rout in financials.  

By Melinda Moore 
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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 2 098 2 097 2 118 2 095 -1 -0.05 2 082.00 7 -31.25 
Copper 6 980 6 990 7 052 6 961 10 0.14 7 040.50 68 9.25 
Lead 2 208 2 199 2 226 2 197 -9 -0.40 2 194.00 -6 -17.00 
Nickel 19 597 19 930 19 940 19 550 333 1.70 19 740.00 355 -84.00 
Tin 21 449 21 375 21 500 21 320 -74 -0.35 21 300.00 -200 -56.00 
Zinc 2 394 2 390 2 413 2 384 -4 -0.17 2 390.50 1 -11.00 
          

LME inventory  Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 4 748 725 4 757 900 0 9 175 -9 175 -709 350 2 470 525 52 238 941 
Copper 154 700 154 600 100 #N/A N/A 100 -211 725 28 825 19 122 128 
Lead 224 925 224 925 0 0 0 10 475 4 600 2 52 137 
Nickel 332 142 332 034 276 168 108 70 506 82 650 25 90 388 
Tin 12 350 12 435 0 85 -85 2 665 2 815 23 7 236 
Zinc 735 700 736 650 0 950 -950 -197 775 53 125 7 102 490 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 14910 14775 -135  Ali Feb'14 - - - - 
Copper 49930 49560 -210  Cu Feb'14 316.85 314.45 -2.4 -0.76 
Zinc 21 449 21 375 -1       
          
          

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

   

Gold 1 256.00 1 259.00 1 272.15 1 251.52 1 255.35 -6.43    
Silver - 19.19 19.33 18.92 19.03 -0.02    
Platinum 1 395.00 1 404.00 1 414.50 1 394.00 1 398.00 -5.00    
Palladium 881.00 884.00 895.85 881.20 884.50 -4.10    
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.1 0.108 0.12 0.14 0.236     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1528 0.195 0.2323 0.327 0.5691     
          

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

200-day 
MA 

Support Resistance   

Gold 40.62 1 272.34 1 282.79 1 292.86 1 286.10 1 253.50 1 258.53   
Silver 38.37 19.26 19.40 19.90 20.05 18.95 19.09   
Platinum 37.71 1 412.09 1 424.80 1 456.96 1 436.18 1 391.69 1 401.62   
Palladium 53.51 890.61 887.47 850.75 798.34 878.88 885.58   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX PAL NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1257.3 19.045 883.35 1397.5 1256.1 4292 1254.3   
Open Interest 377931 164501 43115 65822 1566 95370 3   
Change in Open Interest -16501 31214 6777 4788 300 -7372 -310   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 114.143 -0.46 113.754 -0.65 113.87 -0.67 114.688 -0.50  
Gasoil 0.1% Rdam ($/mt) 848.75 1.50 851.75 1.50 854.5 1.50 873.75 0.75  
NWE CIF jet ($/mt) 918.52 -3.18 919.91 -4.06 921.88 -4.58 928.98 -3.13  
Singapore Kero ($/bbl) 114.457 -0.43 113.824 -0.65 113.95 -0.67 114.748 -0.50  
3.5% Rdam barges ($/mt) 551.913 -0.61 547.143 -0.47 545.585 -0.64 550.974 -0.95  
1% Fuel Oil FOB ($/mt) 563.47 -1.04 560.32 -1.32 559.17 -1.31 563.15 -1.26  
Sing FO180 Cargo ($/mt) 586.285 0.74 580.122 0.21 578.21 0.06 580.558 -0.96  
          

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 373.76 -1.05% -0.47% 2.83% 7.41% 0.71% 
China Tangshan Steel Billet $/t 399.00 -5.00% -9.11% -12.31% -14.01% -22.22% 
China HRC export (Shanghai FOB) $/t 503.00 0.00% -2.52% -2.33% -6.16% -9.04% 
North Europe HRC domestic (ex-works) $/t 415.00 0.00% 0.00% -1.19% -6.21% -7.78% 
North America HRC domestic (Midwest FOB) $/t 668.00 -0.89% -1.04% -1.18% 5.86% 2.14% 
       
Steel—Futures       
LME Billet Cash  $/t 446.75 -0.06% 7.33% 14.55% 15.59% 188.23% 
LME Billet Futures (1-mth) $/t 447.50 -0.28% 7.19% 14.16% 16.31% 185.03% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 442.36 -3.82% -11.03% -0.71% -13.30% -20.62% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
China Steel Inventory (million tonnes) 12.34 -0.71% -0.98% -11.89% -35.90% -15.25% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 83.60 -3.58% -12.28% -11.35% -20.15% -37.98% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 73.90 -2.76% -8.54% -2.89% -22.29% -41.12% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 84.69 -2.92% -10.62% -10.09% -20.98% -37.12% 
China Iron Ore Inventory (million tonnes) 101.59 0.00% -1.43% -4.61% 2.28% 41.83% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 113.10 0.00% -0.92% -1.65% -8.09% -24.12% 
       
Capesize freight       
Saldanha South Africa-Beilun China 17.00 0.00% -1.16% 19.30% -13.92% -8.11% 
       
Financials pricing       
RMB Currency 6.14 -0.18% -0.28% -1.66% -0.06% 0.26% 
China 7-day repo 3.16 -16.18% -10.99% 0.96% 37.39% -11.48% 
API2 (CIF ARA) 2326.53 2.67% 4.58% 14.58% 16.38% 5.15% 

Source: LME, Bloomberg, Standard Bank Research 
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