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Commodities Daily 
 

 

Base metals 

The FOMC wasn’t the easiest to interpret; however, given the reaction of the bond 
markets, the statement was more hawkish than expected. Base metals have been 
relatively well behaved, drifting lower ahead of US trade weighed down by weaker than 
expected Chinese house price data and a stronger dollar more than anything else. 

68 of 70 cities in China showed house price declines in August, unnerving the metals
markets. We note that residential construction isn’t the only show in town, with civil
construction accounting for just under 40% of total construction and commercial
construction which accounts for 16%. Both of these should perform better than
residential property; however, it was yet another poor economic data point for the
country.  

Copper started well enough, but it has come back under pressure heading into US trade
and is back around levels pre-Tuesday’s PBOC cash injection. Turnover is pretty
average, though volumes have picked up on the latest dip as buying interest re-
emerges. On the SHFE, physical material continues to edge higher, trading at a
220 CNY premium against the October SHFE contract, from 210 CNY yesterday.  

Zinc is also back towards its pre-PBOC levels, though the main activity has been in
terms of LME inventory. LME on-warrant stocks fell 74,025 mt following a 73,800 mt
jump in cancelled warrants in New Orleans. The recent jump in cancelled warrants in
Detroit last week and early this week does make sense from a freight cost perspective,
as it lies close to sources of demand. With queues coming under pressure, it would 
make sense as a premium play perhaps. With New Orleans however, the justification for
cancelling 73,800 mt with a view to taking it north to be consumed doesn’t look quite
so convincing. It is more likely to be related to financing or moving material in-between 
on and off-warrant warehouse facilities rather than anything else, though it does help
tighten up the market from a spreads perspective. Cancelled warrants at New Orleans
are now 107.4kt, the highest level since early March.  

Nickel seems to have stabilised with the metal trading broadly sideways. Volumes are
weak, with nickel trailing behind lead in terms of LME Select turnover, though the
metal is hanging on around $18,000. Inventories climbed again this morning with
headline stocks climbing 1,296 mt and on-warrant stocks climbing 3,162 mt. The on-
warrant stock figure was boosted by the re-warranting of 1,896 mt at Johor.  

By Leon Westgate 
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Bulks 

Chinese financials steels moved back into negative sentiment mode today, after no 
further news on urban investments was forthcoming today, while property sector news 
remained bearish for downstream consumption.  

Home prices in 68/70 key cities fell m/m in August, while YTD sales have slumped 
11% y/y, highlighting the difficulties developers are having clearing stocks.  
However, interestingly, transport investments rose 13.7% y/y, in line with some of the 
government's well-touted increased spending patterns on infrastructure in 2014 – 
unfortunately, however, not enough to offset the falling property sector's fortunes. 

Shanghai Equities rose 0.35% % to 2,316 points, helped by the transport investment 
news. Shanghai 7-day interbank rates closed at 3.38%. Following on the heels of 
yesterday's RMB 500 bn 3-mth cash injection, the PBOC sold RMB 10bn in 14-day 
repos today, at a lower interest rate of 3.5%, compared to 3.7% even on Tuesday, the 
lowest paid since Jan-11. This implies some loosening. However, we still believe Beijing 
will stick to its guns on offering only targeted, rather than wholesale, support. The 
week's net cash injections amounted to RMB 8bn (RMB 33bn maturing and RMB 25bln 
re-issued), with end-of-quarter and Golden Week fast approaching, together with 
another batch of IPO's next week. RMB 25bln will mature next week. Spot Currency 
traded at 6.1414, while the PBOC reference rate set at 6.1490.  

Shanghai Rebar Futures active Jan-14 contract fell RMB 37/t to RMB 2,767/t, while 
the May-15 contract closed RMB 27/t lower at RMB 2,821/t. Dazong HRC Dec-14 
futures shifted down RMB 24/t to RMB 2,940/t, while SHFE HRC Jan-15 futures fell 
RMB 28/t to RMB 2,934/t. 

Among physical steels, Tangshan billet prices rose RMB 40/t back up to RMB 2450/t. 
Rebar prices in Shanghai fell RMB 10/t, while in Beijing they remained unchanged.  
In Shanghai, HRC prices fell RMB 20/t, whereas in Beijing prices also fell by RMB 20/t. 

Dalian Commodity Exchange IO active Jan-15 contract closed down RMB 8/t to  
RMB 592/t, while the May-15 contract fell RMB 7/t at RMB 585/t. Among physical 
iron ore, Vale tendered a Fe 63.67% IOCJ late-Sept cargo at $89.71/t, together with a 
Fe 62.59% Oct cargo at index minus $5/t; while RioT tendered a PB fines Oct-cargo at 
$83.21/t to a far northern steel mill. An Fe 62.7% Brazilian fines (high silica) Sept-
cargo traded on COREX at $81/t, while on global ORE, an MNP Fe 62% Oct-cargo sold 
at Platts minus 30 cents.  

The TSI Fe 62% China CFR price index fell $1.20/t to $83.00/t (MTD: $84.09/t). 
The Platts Fe 62% index dropped $1.50/t to $82.75/t (MTD:$84.38/t), while TSI Fe 
58% index remained steady at $72.70/t (MTD: $73.49/t).The Metal Bulletin Fe 62% 
index fell $1.42/t to $83.06, while its Fe 58% index dropped $0.27 $/69.92t.  
The Argus Fe 62% index printed at $82.25/t, off 25 cents. Mysteel’s Fe 62% index 
closed 75 cents lower at $83/t, while its Fe 58% index fell 50 cents to $72/t. 

In IO supply news, China's raw ore output in August was 136.521mt, down from July's 
136.74mt rate, the first official proof of falling domestic miner output rates – although 
industry bi-weekly survey data suggests that utilisation rates are actually already below 
50% across the industry, in line with our own projections. Uruguay is considering 
delaying its final decision on Zamin's planned 18mtpa Valentine mine due to falling 
prices. Port Hedland Tug boat workers have again received approval to strike for 2-24 
hours.  
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The Baltic Exchange Cape index shifted down 7.4% to $14,313/day, with C3 at 
$21.45/t and C5 at $7.85/t, while C4 is $9.885/t and C7 is $9.635/t. FFA Cal15 
capes are trading in the $17,700/day range, while Q4:14 is trading in the 
$20,200/day range.  

For Q4:14 thermal coal prices, API 2 is trading at $74.10/t; API 4 is trading at 
$68.50/t; while Newcastle is trading at $66.35/t. Among physical deals, RB1 Oct is 
trading $68.10/t, ARA Nov is $75.00/t and Dec $74.15/t. Newcastle Oct is trading 
$66.65/t and Dec at $65.50/t. The lack of Indonesia coal export licences issued ahead 
of the 1 Oct deadline is amounting to c. 60%, suggesting a drop of up to 9mt/mth 
could ensue. We think this estimate is unrealistic, especially as the new government has 
suggested an amnesty may be allowed. Colombia exported 6.97mt in August, off  
5% m/m, but still the 2nd highest in 14 months. Meanwhile over 60% of RBCT 
shipments in August headed to Europe.  

Zhengzhou Futures Jan-15 thermal contract prices closed down RMB 0.80/t to  
RMB 512.60/t, while the May-15 contract closed down RMB 0.60/t to  
RMB 507.80/t. Total Chinese port stocks rose by 0.5% to 17.03mt while GZ stocks 
increased by 1.8% to 2.79mt and QHD stocks increased by 0.2% to 6.23mt.  
China produced 302 million tonnes of coal in August, edging down 0.98% year on year. 
Over January-August this year, China produced a total 2,518 million tonnes of coal, 
down 1.44% year on year. 

Premium Hard Coking Coal spot prices are trading in the $109-$114t Qld FOB range, 
with China CFR prices ranging $/119-124t. TSI FOB Qld printed at $112/t, while 
China CFR printed at $123/t. MB FOB Qld printed at $112.44/t, while China CFR 
printed at $123.05/t. The Argus Qld fob index printed at $110.83t.  

On the Dalian Exchange, Jan-15 coke price traded down RMB 5/t to RMB 1,087/t, 
while the May-15 contract fell RMB 6/t to RMB 1,132/t. Among Dalian HCC prices, 
Jan-15 contract prices closed up RMB 6/t to RMB 790/t, while the May-15 contract 
fell RMB 7/t to RMB 820/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 
s.a.r.l.; in Malawi by Standard Bank Limited; in Namibia by Standard Bank Namibia Limited; in Mauritius by Standard Bank (Mauritius) 
Limited; in Taiwan by The Standard Bank of South Africa; in Tanzania by Stanbic Bank Tanzania Limited; in Singapore by Standard 
Merchant Bank (Asia) Limited; in Swaziland by Standard Bank Swaziland Limited; in Zambia by Stanbic Bank Zambia Limited; in 
Zimbabwe by Stanbic Bank Zimbabwe Limited; in UAE by Standard Bank Plc – Dubai branch 

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 
and it also regulated by the South African Reserve Bank. 

Copyright 2014 SBG. All rights reserved. This report or any portion hereof may not be reprinted, sold or redistributed without the 
written consent of Standard Bank Group Ltd. 

 
 


