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Commodities Daily 
 

 

Base metals 

With the FOMC meeting and the Scottish referendum on independence dominating this
week’s events, the markets are understandably nervy. Chinese FDI for August was
absolutely appalling, coming in at -14% m/m following a -16.9% figure in July, 
compared to consensus expectations of a +0.8% gain. It’s worth noting that short-term 
Chinese money market rates have eased, suggesting that the market isn’t panicked and
may be being soothed. The numbers are nevertheless consistent with recent poor IP
figures, with the base metals complex coming under pressure, before stabilising
heading into the afternoon.  

The grand total of tin traded on the ICDX so far this month is 240 mt. From a physical
perspective, there isn’t a shortage of units on the ground, and the price has at best 
stabilised above $21,000. Refined tin exports from Indonesia nevertheless slumped in
August to 3,595 mt, form 7,645 mt in July and on the basis of the ICDX traded figures
should fall even further in September. Indonesian exports of wire and other tin
products have increased since the ruling on domestic trade; however, there is still a 
sharp decline in tin exports which should help underpin prices. A pick-up in demand is 
still needed in order to kick start prices, with speculators often wary about getting 
involved in such a thin market.  

Aluminium appears to have found its feet, with the metal trading sideways around the 
$1,995 level amid good two-way interest. Headline LME inventory continues to fall,
declining another 10,775 mt this morning, though with Chinese aluminium output 
hitting record highs, climbing to 2.03 Mt in August and clocking the third month in a
row of >2 Mt of metal, it is really the interplay between the Chinese market and the
global aluminium market that will be of greatest interest.  

Copper remains well supported, while tightness in the nearby spreads continues to be a
feature. The latest LME Warrant holding data meanwhile shows the presence of a
dominant holder of cash warrants in the +90 % band and a holder of tom warrants in 
the 50-79% band. In contrast, nickel prices continue to flounder with the metal
plunging below $18,000 and rapidly closing in on its mid-June lows. 

By Leon Westgate 
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Bulks 

Chinese financial steels began the day higher, before selling off on news that Hebei I&S 
was pulling back on its price restrictions for physical rebar sales. Tangshan physical billet 
fell RMB 20/t, fast removing the fragile industry confidence that had been building 
since late last week. Dalian IO bucked the trend, closing up RMB 2/t after a short rally 
into the close. Chinese onshore rumours are suggesting an interest rate cut might be on 
the cards – if it happens, we would expect 25bp.  

Meanwhile, the market is still trying to gauge the impact of various recent Chinese 
policies, with details confusing to interpret on planned coal bans. While the official 
NDRC draft (2016) covering transported coal over 600km inland appear spare all ash 
levels below 40%, separate coastal bans, dating from 1 Jan 2015, are set to impact any 
ash levels above 16% (& sulphur above 1%). This in theory would be likely to hit NEWC 
5500 kcal materials and below, which generally contain ash of 18-23%. However, we 
are also led to believe that any coastal power plants, with existing waste disposal and 
de-sulphurisation systems (i.e. c.97% of all plants), will be able to apply for an 
exemption from the bans: ie operate business-as-usual. Bans on high levels of other 
trace elements - including palladium; arsenic; mercury; chlorine and fluoride - may 
impact certain Indonesian ores, although again there are doubts on any likely impact on 
Indo Sub-bit demand levels. Overall it would appear the coal bans can be ignored for 
most seaborne miners.  

Of more relevance to seaborne thermal prices is the NDRC’s “private” discussions with 
key coastal power plants to chop up to 40mt from Sept-Dec imports, with uncertainty 
as to whether these “quiet” cuts of c.10mt/mth will be required to continue into 2015 
as well. We are far more uncertain and nervous on how to price this “request”. At first, 
we had heard that plants pushed back on the NDRC, due to existing long-term 
agreements and plans to restock for winter. However, no one seems to know. This is 
making the task of valuing API 8; NEWC; API 4 and even API 2 extremely difficult, with 
downside risk potential abounding. Q4 prices have already retreated by c.$2-4/t since 
the NDRC private meeting news first crept into the market. The question now is whether 
still more should be shaved off. 

Among today’s China August data releases, Chinese FDI fell -14% y/y in August, 
compared to expectations for a lift of +0.8% y/y and couples negatively with falls of  
-16.9% y/y in July. While this data point is usually ignored, it matches well with 
yesterday’s slowing IP momentum.    

Shanghai Equities tanked post-lunch all the way into the close, dropping 1.82% to 
2,297 points, finishing below the 2,300 level for the first time since 4-Sept. Shanghai 
7-day interbank rates rose up to 4%, with the PBOC conducing RMB 15bln in 14-day 
repos at 3.7% and a fresh set of IPO approvals set for later this week and next. Spot 
Currency continued to depreciate, trading out at 6.1495, while the PBOC reference rate 
set at 6.1462.  

Shanghai Rebar Futures active Jan-15 contract fell RMB 38/t to RMB 2,788/t, losing 
most of yesterday’s gains, while the May-15 contract closed down RMB 14/t at  
RMB 2,849/t. 

Dazong HRC Nov-14 futures shifted down RMB 46/t to RMB 2,954/t, while SHFE 
HRC Jan-15 futures fell RMB 46/t to RMB 2,950 /t. 

Among physical steels, Tangshan billet prices fell RMB 40/t (RMB 20/t in the morning 
and a further RMB 20/t in the afternoon) to RMB 2,410/t. In Shanghai, rebar prices 
increased by RMB 20-20/t, whereas prices in Beijing fell by RMB 20/t. Hebei I&S is no 
longer requiring distributors to hold their selling prices at RMB 2,830/t, causing 
negative price dislocation in China’s North. HRC prices rose a massive RMB 70/t in 
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Shanghai and RMB 20/t in Beijing. Hebei I&S slashed its Oct flat steel list prices by up 
to RMB 200/t to encourage bookings, compared to drops by Baosteel and WISCO of 
only RMB 100/t.   

Dalian Commodity Exchange IO active Jan-15 contract closed at RMB 598/t, 
unchanged from yesterday, while the May-15 contract closed at RMB 594/t, also flat. 
Among physical iron ore, only an IOCJ Fe 64.24% late-Sep cargo traded at $92.42/t 
on COREX. Vale tendered a LONS Fe 63.3% lump Oct-cargo at the Fe 65% index less 
$3/t.   

The TSI Fe 62% China CFR price index fell $0.70 to $84.50 (MTD: $84.17/t), while 
the TSI Fe 58% index remained unchanged at $72.70 (MTD: $73.60/t). The Platts Fe 
62% index came in $1.00 lower at $84.75/t, (MTD:$84.52/t). The Metal Bulletin Fe 
62% index dropped $0.52/t to $85.06/t, while its Fe 58% index fell just $0.06/t to 
$69.60/t. The Argus Fe 62% index printed at $82.80/t, off 80 cents. Mysteel’s Fe 
62% index remained flat at $84/t, while its Fe 58% index remained unchanged also at 
$72.50/t. 

In IO supply news, Tata Steel’s 7mtpa Noamundi mine in Jharkhand remains closed, 
awaiting a mining lease renewal to come through, forcing the mill into the seaborne 
market, with purchases of up to c.0.5mt/mth. BC Iron now controls 62.87% of Iron Ore 
Holdings.  

The Baltic Exchange Cape index fell 5.1% to $16,335/day, with C3 at $22.210/t and 
C5 at $8.309/t, while C4 is $10.560/t and C7 is $10.045/t. FFA Cal15 capes are 
trading in the $17,800/day range, while Q4:14 is trading in the $20,800/day range.  

The OECD cut its forecasts yesterday for the Eurozone from 1.2% y/y growth down to 
0.8% growth, together with a drop in the US from 2.6% y/y expansion down to 2.1%.  

For Q4:14 thermal coal prices, API 2 is trading at $74.75/t; API 4 is trading at $69/t; 
while Newcastle is trading at $66.60/t – all below yesterday’s close on Chinese ban 
uncertainties. Among physical thermal deals, NEWC Oct traded at $66.25/t, up 15c on 
yesterday’s levels, while NEWC Dec traded at $66.25/t.   

Zhengzhou Futures Sept-14 thermal contract prices fell RMB 1.4/t to RMB 511.40/t, 
while the May-15 contract fell RMB 0.60/t to RMB 506.40/t. Total port stocks rose 
by 0.7% to 16.71mt, while GZ stocks fell 1.1% d/d to 2.55mt and QHD stocks 
increased by 1.6% d/d to 6.2mt. Shenhua is considering lifting its October prices by a 
further RMB 10/t as plants gear up for their winter restocking activities.  

Premium Hard Coking Coal spot prices are trading in the $108/t - $113/t Qld FOB 
range, with China CFR prices ranging $118/t - $123/t. TSI FOB Qld printed at 
$111.90/t, while China CFR printed at $122.40/t. MB FOB Qld printed at 
$111.94/t, while China CFR printed at $122.26/t. The Argus Qld fob index printed at 
$112.19/t.  

On the Dalian Exchange, Jan-15 coke price traded RMB 9/t lower RMB1,082/t to 
RMB /t, while the May-15 contract closed down RMB 9/t to RMB 1127/t. 

Among Dalian HCC prices, Jan-14 contract prices closed down RMB 6/t to RMB 
788/t, while the May-15 contract fell RMB 7/t to RMB 819/t. 

 By Melinda Moore 
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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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This report is issued and distributed in Europe Standard Bank PLC. 20 Gresham Street, London EC2V 7JE which is authorised by the 
Prudential Regulation Authority (“PRA”) and regulated by the Prudential Regulation Authority (PRA “) and the Financial Conduct 
Authority (“FCA”). This report is being distributed in the United States by Standard New York Securities (USA) LLC; in Kenya by CfC 
Stanbic Bank Limited; in Nigeria by Stanbic IBTC; in Angola by Standard Bank de Angola S.A.; in Brazil by Banco Standard de 
Investimentos S.A.;  in China by Standard Resources (China) Limited;; in Botswana by Stanbic Bank Botswana Limited; in Democratic 
Republic of Congo by Stanbic Bank Congo s.a.r.l.; in Ghana by Stanbic Bank Ghana Limited;in Isle of Man by Standard Bank Isle of Man 
Limited; in Jersey by Standard Bank Jersey Limited; in Madagascar by Union Commercial Bank S.A.; in Mozambique by Standard Bank 
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Merchant Bank (Asia) Limited; in Swaziland by Standard Bank Swaziland Limited; in Zambia by Stanbic Bank Zambia Limited; in 
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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 
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