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Tin – still adrift 
 

 

Tin remains rather unloved, with market open interest drifting back towards the lows 

seen in late June, and prior to that in January 2012. LME Select volumes are also 

falling, averaging 290 lots/day so far in 2014 vs. 326 lots/day in 2013 and  

337 lots/day in 2012. Amid that backdrop, prices have understandably continued to 

drift lower, with 3-month prices reaching the lowest level since August 2013. There 

are hardly ingredients to spark a recovery in market interest or in prices; however, a 

couple of events have emerged that should help shore up tin’s outlook.  

Firstly, LME headline inventory has plunged 3,595 mt or around 27% since  

20 August, while on-warrant inventory has fallen by 1,605 mt over the same period, 

equivalent to a drop of 15%. While the stock-to-price relationship of most base 

metals isn’t great, such a rapid fall in inventory is nevertheless noteworthy and should 

provide some support.  

Secondly, Indonesia has effectively halted exports. The grand total of tin traded on 

the ICDX is 240 contracts, or 1,200 mt. August exports of tin were already down 

53% m/m and 45% y/y at 3,595 mt. Even if one assumes that solder and tin 

product continue to make up ~30% of the total, the amount of metal likely to be 

exported in September is on track to be the lowest since September 2013 when only 

786 mt was exported.  

The weak LME price has been a key reason why sales from Indonesia have slowed, 

with Indonesian smelters seemingly looking to de-stock the LME and spark a 

recovery in prices. Weak global demand has played a part in weaker tin prices, with 

the key being whether producer discipline is enough to tighten up the physical 

market and give LME prices the sort of boost that Indonesian producers are looking 

for.   

From a speculative point of view, the downside to tin prices from here looks to be 

quite limited. The upside, however, is also likely to be capped by Indonesian selling 

once the LME price hits a level they seem happy with. While the enforced tightening 

of the market will help give prices a boost, a pickup in demand is also needed if the 

tin market is going to shrug off its moribund state. 

By Leon Westgate 
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Base metals 

With the FOMC meeting this evening and quite a lot of chatter regarding US interest 

rate expectations, the metals have unsurprisingly opted to consolidate and tread water, 

with the complex generally drifting lower into US trade after receiving a boost from the 

PBOC yesterday.  

The PBOC sparked a sharp rally in the base metals complex yesterday afternoon, 

pumping in 500 bn Yuan of 3-month money into China’s five largest banks with each 

one received CNY 100 bn apiece. There has so far been no follow-up in terms of a wider 

rate cut and this seems targeted and tactical rather than widespread, and perhaps even 

with a view to various upcoming IPOs next week and the National Day Holidays beyond. 

Nevertheless, however stealthy and low-key the move was, it does suggest that the 

Chinese government has blinked again, first with the mini stimulus and secondly with 

the latest cash injection. While the pace of economic growth may well continue to 

moderate, it seems that any sharp deterioration in economic output, or liquidity fears, 

will spur this sort of response. Further easing is perhaps on the cards, particularly given 

benign inflation at the moment.  

Copper surged higher yesterday afternoon, with the triggering of stops and short 

covering activity exacerbating the scale of the move. Nearly 28,000 lots traded on  

LME Select, with just under 2,500 lots trading in 1 minute at 17:00 UK time as the 

price surged from $6,928.75 up to $6,992 before drifting back to 6,963.75 a few 

seconds later. Copper has since calmed down significantly, with the market waiting for 

the Fed decision and press conference and taking a well-earned breather.  

Inventory-wise, headline copper stocks fell by 925 mt this morning, the main activity 

happening at New Orleans, while, from a spread perspective, the latest LME Warrant 

Holding data still shows the presence of a dominant holder in Cash warrants in the 

+90% band, while the participant in the 50-79% band yesterday has shifted up to the 

+90% band as of today’s data.  

Aluminium, lead, nickel and zinc all posted similar gains to copper yesterday afternoon 

and they have all come back under pressure this morning, on the back of pretty average 

or even disappointing turnover. Copper remains the only metal to still exceed 

yesterday’s 5pm closing price (if not the final traded price on LME Select), however, 

with the PBOC move proving to have a relatively short-lived effect ahead of the FOMC.  

By Leon Westgate 

Indonesia refined tin exports 

 

Source: Indonesian Customs; Bloomberg 
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Bulks 

Chinese financial steels initially spiked on late-yesterday's news that China's 
PBOC had injected RMB 500bn into the top 5 banks to improve liquidity 
constraints, equivalent to a by-stealth RRR cut of up to 50bp. However, then 
profit taking emerged, following the realisation that these standing lending 
facilities had a tenor of only 3 months and that next week's series of IPOs & 
Golden Week drains would quickly soak up these additional funds, rather than 
seeing any lasting impact on generating demand growth. Meanwhile, specific 
operational concerns within the property and steel sectors continue to hamper 
access to bank lending.  

Also dampening sentiment, CISA reported that its mill members grew output by 
a significant 7.1% p/p to 1.7954mt/day in the first 10 days of September, 
while inventories rose a further 6.3% p/p to 15.136mt, and up 7.5% from 
lows of 14.08mt in late July, which are clearly still putting further pressures on 
physical steel prices.    

However by the close, all Chinese markets rallied – suggesting investors are 
hoping Beijing has more up its sleeve – with urban infrastructure expected to 
be the recipient of further positive announcements tomorrow.  

Asian coals meanwhile are still trading on uncertainties surrounding China's 
"quiet" 10% cut to imports across Sept-Dec (20mt), to match in line with 
onshore output cuts. We have, however, largely discounted the impact of this 
week's high-ash/sulphur coal ban news, since exemptions for power plants 
with ash waste disposal/de-sulphurisation facilities will be in force. Meanwhile 
in China, weak short term "off-season" demand is seeing rising port stocks.  

Shanghai Equities rose 0.49%, back above 2,300, to 2,308 points, rallying 
into the close, on comments by Premier Li that further city infrastructure 
(private) investments were required to promote urbanisation, after initially 
taking negatively the PBOC's apparent "under-the-tablet" RMB 500bn 
liquidity injections overnight – in case this was the extent of Beijing's likely 
future pump-priming activities. The close suggests that the market is again 
expecting more from Beijing, however. Shanghai 7-day interbank rates 
returned to 3.67%. Spot Currency traded at 6.1420, while the PBOC reference 
rate set at 6.1450.  

Still in recovery mode, Shanghai Rebar Futures active Jan-15 contract closed 
up RMB 16/t at RMB 2,804/t, while the May-15 contract closed up  
RMB 11/t at RMB 2,848/t. Dazong HRC Dec-14 futures shifted up  
RMB 10/t to RMB 2,964/t, while SHFE HRC Jan-15 futures RMB 12/t to 
RMB 2,962/t. 

Among physical steels, Tangshan billet prices remained stable at RMB 2,410/t. 
Yanggang's weekly billet tender rose RMB 45/t w/w to RMB 2,469/t. Rebar 
prices rose RMB 20/t in both the Shanghai and Beijing market. HRC prices fell 
RMB 20/t in Shanghai and RMB 10/t in Beijing. Angang and Baotou are both 
planning to cut their Oct HRC list prices by RMB 100-120/t. Baosteel is 
warning that further pressure will come to bear on Chinese steel mills in 2015 
to improve their emission standards, adding to cost/margin pressures.  

Dalian Commodity Exchange IO active Jan-15 contract closed at RMB 598/t, 
unchanged from the previous two sessions, while the May-15 contract closed 
down RMB 2/t at RMB 592/t. 
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Among physical iron ore, Vale tendered a Fe 60.18% SSFG late-Sept cargo at 
index minus $8.90/t and is believed to have also tendered an Fe 62.3% SFXB 
(a new product "standard-feed-extra-blend – emanating from its Malay trans-
shipment facility as a blend between Brz northern and southern mine materials) 
late-Sept cargo. Rio Tinto tendered a combined PB fines-lump early-Oct cargo 
at index + 9.1 cents marked as the lump premium.  

FMG lowered its Fe 58.3% blend discounts (to the Fe 62% index) by 0.5% for 
October deliveries to 8.5%, while keeping its Fe 56.5% product discount 
unchanged at 13%.  

The TSI Fe 62% China CFR price index dropped $0.30 to $84.20 (MTD: 
$84.20/t). The Platts Fe 62% index fell $0.50 to $84.25/t 
(MTD:$84.50/t), while the TSI Fe 58% index remained unchanged at $72.70 
(MTD: $73.50/t). The Metal Bulletin Fe 62% index reduced by $0.58/t to 
$84.48/t, while its Fe 58% index rose $0.59/t to $70.19/t. The Argus Fe 
62% index printed at $82.50/t, off 30 cents. Mysteel's Fe 62% index fell 
$0.25 to $83.75/t, while its Fe 58% index was also unchanged at $/72.50t. 

In IO supply news, Brazil shipped 7.35mt of ore last week, back up from 5mt 
the prior week, with weekly shipments seemingly stuck in the 5-7mt range for 
now, helping reduce Q4 freight rates, together with China's coal ban concerns. 
Bellzone has yet to complete its loan agreement with China Sonangol, with 
funding in doubt from 22 Sept onwards.   

The Baltic Exchange Cape index shifted down 5.3% to $15,462/day, with C3 
at $21.935/t and C5 at $8.10/t, while C4 is $10.30/t and C7 is $9.88/t. 
FFA Cal15 capes are trading in the $17,600/day range, while Q4:14 is trading 
in the $20,400/day range.  

For Q4:14 thermal coal prices, API 2 is trading at $74.45/t and API 4 is 
trading at $68.65/t. Among physical deals, Oct RB1 traded $67.85, ARA Oct 
and Dec traded at $72.75 and $74.00 respectively and Dec NEWC traded 
$66.00/t. 

RBCT shipped 6.4mt in August, up from 5.4mt in July, with YTD shipments 
running at 43mt, compared to 44.27mt last year. The port is expecting to ship 
64.54mt this year, down from its record 2013 result of 70.8mt, partly due to 
pricing falls. The Panama Canal is expected to be completed by Q1:16.  

Zhengzhou Futures active Sep-14 thermal contract prices were up RMB 2/t to 
RMB 513.40/t, while the May-15 contract increased RMB 2/t to  
RMB 508.40/t. Total port stocks rose by 1.5% to 16.95mt while GZ stocks 
rose 7.5% to 2.74mt and QHD stocks increased by 0.30% to 6.22mt.  
The Bohai Index remained at RMB 482/t, w/w, for the 2nd week in a row.  

China's coal-rich provinces, including Shanxi, Shaanxi and Hebei, have started 
to implement measures to enforce Q4's 10% production cuts, in response to 
the requirements of the NDRC. 

Coal stocks at China's six key coastal power companies stood at 14.35m, up 
9.63% m/m, enough to cover 24 days, 1 day more. China's coastal coal 
freight rates have dropped to new lows, in line with international falls, and 
weaker demand by coastal utilities, due to their high coal stocks and the 
persistent weakness in industrial power demand. 

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 
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printed at $112/t, while China CFR printed at $122.50/t. MB FOB Qld 
printed at $111.74/t, while China CFR printed at $122.59/t. The Argus Qld 
fob index printed at $111.10/t.  

On the Dalian Exchange, Jan-15 coke price traded up RMB 10/t to  
RMB 1,092/t, while the May-15 contract traded up RMB 4/t to  
RMB 1,137/t. Among Dalian HCC prices, Jan-15 contract prices closed up 
RMB 8 /t to RMB 796/t, while the May-15 contract closed up RMB 2/t to 
RMB 508.40/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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