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Lower PMI, slower silver 
 

 Last week, we mentioned that high-frequency data, such as thermal coal stockpiles in 

China, are consistent with China’s slowdown in economic growth since the start of the 

year (see Commodities Daily dated 23 Jan 2014). We keep an eye on China’s high-

frequency data, especially with emerging market turmoil at the forefront.  

The latest weekly thermal coal stockpile data, with another rise over and above what one 

would expect seasonally, indicates that the trend continues. The steady rise in China 

thermal coal stockpiles continues at the same time that Pacific coal prices coal prices are 

under pressure, with Newcastle fob spot prices edging closer to the $80/mt level.  

Rising stockpiles and falling prices, in our view, point to weak demand. This is consistent 

with this morning’s HSBC manufacturing PMI data for China. The index dropped to 49.5 

in January from 50.1 in December. 

But the slowdown in China also turns our attention to silver which has seen very good 

support in the $18.50 to $19.00 range since June last year. We believe that China’s 

silver inventory levels remain high (possibly up to 15 months’ worth of fabrication 

demand). In fact, silver is the only mainstream precious metal (gold, platinum, palladium 

and silver) which has not seen a y/y rise in imports by China. The country is not 

responding to lower prices (see Figure 2).  

With industrial applications accounting for 46% of total silver demand, a slowdown in 

manufacturing should impact on silver negatively (coins and medals constitute around 

10% of total demand, and implied investment demand around 13% of total demand). We 

still prefer approaching silver from the short side. Given the strong support that the metal 

has received in the $18.50 - $19.00 range, shorting the metal in that range holds little 

value from a risk/return perspective. However, we expect rallies to fade, and foresee 

further downside if support at $18.50 is broken. But we would probably need gold to 

move lower before silver could really test support at $18.50.  

 

By Walter de Wet 

Figure 1: China coal port inventories 

 

Source: Steelhome 

Figure 2: China silver imports 

 

Source: China Customs General, Standard Bank Research 



  

  

Standard Bank Global | Commodities 
 30 January 2014 

2  

Base metals 

With a wide range of EM central banks starting to tighten monetary policy in the past 

six months, combined with the slowdown in China, base metals will struggle. Monetary 

tightening is negative for industrial commodity demand via a slowdown in real activity 

on a 12 to 18-month time horizon.  

Copper and nickel dropped below their respective 200da MA’s yesterday. 

Fundamentally, the metals have little in common apart from their connection via 

construction. But from a tactical perspective, copper may hold up better than nickel.  

Although the Indonesian ore ban could affect nickel on a longer-term basis, tactically 

the metal looks vulnerable. Looking at LME open interest for nickel, after seeing new 

longs entering the market since mid-Jan (on the back of the Indonesian ore ban 

announcement), new longs appear to have dried up. With the nickel price falling since 

Monday and open interest popping higher, it appears shorts may be back. Furthermore, 

LME nickel inventory continues to rise.  

In contrast, copper continues to see a decline in LME inventory, and we reiterate that 

with on-warrant stocks dwindling, copper is vulnerable to another bout of tightness in 

the nearby spreads. Macroeconomic concerns aside, copper prices will likely garner 

support from the tightness in the spreads, and we would be wary of shorting copper 

from a purely technical or momentum-driven standpoint.  

By Walter de Wet 

Precious metals 

Yesterday’s FOMC statement offered no surprises. Gold’s rally failed to sustain 

momentum. Downside may open up in February as we head into a seasonally weak 

patch of physical demand. 

Platinum is struggling to remain above $1,400. Our tactical view remains unchanged: 

from a risk/return perspective, it’s not worth adding shorts below $1,400, and we 

expect rallies to fade on approach of $1,500. 

Although there have been positive developments on the strike front in South Africa over 

the past few days, the dispute between AMCU and mining companies has not been 

resolved yet. Of course, if AMCU accepts the wage offer from mines tomorrow, the 

metal will be vulnerable. 

Palladium has been under pressure from long liquidation in the futures market. Until the 

potential SA palladium ETF has been launched, we believe that palladium should be 

approached from the long side rather than the short side. However, tactically we would 

look for value only on approach of $670 - $690. We see little value in adding longs 

above $750. 

By Walter de Wet 

Bulks 

The Chinese are rushing off to holidays today, with liquidity extremely thin; markets 

resume next Friday. The market received re-confirmation today of last week's flash PMI 

contractionary activity, with the final HSBC-Markit manufacturing PMI survey for 

January coming in at 49.5, below December's 50.5 reading and in contraction for the 

first time since last August. New orders declined to 50.1, while employment fell to 

47.3, the third fall in a row. 
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Shanghai Equities fell back 0.8% today to 2033, as a result of the unsurprising PMI 

results. January's bank lending is believed to be continuing strongly and likely to be an 

improvement on last year's levels and over double December's exit rate. This should 

help the post-CNY steel re-stock. However, of a concerning note, CITIC has apparently 

approved plans to lift its 2013 bad debts from RMB 2bn to RMB 5.2bn due to 

increasing steel trading impairments. 

Shanghai 7-day interbank rates moved down to 4.99% today. The PBOC made no 

further cash injections.  

Shanghai Rebar Futures May-14 contract closed back up RMB 12/t at RMB 

3,555/t. Dazong HRC April-14 futures shifted RMB /t to RMB /t. 

Among physical steels, Tangshan billet prices remained stable at RMB 2,820/t. Rebar 

prices also traded flat in Shanghai and Beijing. Shagang has rolled over its late-Jan longs 

list pricing into early February, with its HRB 400 rebar at RMB 3,460/t. HRC prices 

traded flat across the week in both Shanghai and Beijing. 

Of note, US steel imports fell from 33.475mt in 2012 to 32.146 mt in 2013, a 4% 

drop. Dalian Commodity Exchange IO active May-14 contract prices rose RMB 2/t to 

RMB 868/t. The TSI Fe 62% China CFR price index fell $1.30/t to $122.60/t 

(MTD:$128.12/t). The Platts Fe 62% index traded flat at $123/t, while the TSI Fe 

58% index remained unchanged at $112.70/t (MTD: $117.85/t). The Metal 

Bulletin Fe 62% index fell 30 cents to $123.02/t, while its Fe 58% index 

fell 14 cents to $108.59/t. 

In IO supply news, spot lump premiums are beginning to compress in China.  

Anglo Kumba sold 9.5mt in Q4:13 (up 6% y/y) to the export market, while Kolomela 

has been upgraded to a 10mtpa mine, from 9mtpa previously. Atlas shipped 2.7mt in 

Q4:13, up 12.5% from its previous record of 2.4mt in Q3 and despite Cyclone Christine 

disruptions at the end of December. The company is ramping up its Fe 53.7% product 

over the next 6 months, joining its standard Fe 57% fines product.  1mt of ore is to be 

e-auctioned in Goa during February, with some stacked at Mormugao Port, belonging to 

7 companies and others lying at various jetties. 

The Baltic Exchange Cape index shifted 0.6% lower to $8,428/day.  

For Q1:14 thermal coal prices, API 2 is trading at $81.65/t; API 4 is trading at $80/t, 

while Newcastle is trading at $81.25/t. Queensland's cyclone Dylan continues to 

gather steam, with expectations of hitting the coast by Thursday evening/early Friday 

morning. Ghana is discussing the import of coal from South Africa to fuel its local power 

plants. Ukraine's rail authority has suspended coal export transport due to poor weather 

conditions and a lack of port stockpiles available. 

QHD is working to lower its port stocks (9.5mt capacity), sending requests to power 

plants to load additional vessels to clear tonnage. China's Ministry of Land is suggesting 

the country produced 200m m3 of shale gas in 2013, up from just 15m m3 in 2012. 

Premium Hard Coking Coal spot prices are trading in the $127-132/t Qld FOB range, 

with China CFR prices ranging $138-143/t. 

By Melinda Moore 
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Commodity Prices 
Base Metals          

LME 3 month   Open Close High Low Daily 
change 

Change (%) Cash Settle Change in 
cash settle 

Cash - 3m 

Aluminium 1 760 1 755 1 767 1 751 -5 -0.28 1 713.00 2 -44.25 
Copper 7 151 7 140 7 190 7 135 -11 -0.15 7 215.00 -20 39.00 
Lead 2 153 2 154 2 158 2 134 1 0.05 2 127.00 -9 -14.39 
Nickel 14 122 14 140 14 325 14 120 18 0.13 14 080.00 -180 -58.00 
Tin 21 850 22 125 22 110 21 840 275 1.26 22 105.00 105 27.00 
Zinc 2 015 2 004 2 021 1 997 -11 -0.53 1 997.50 -11 -14.75 
          
Daily LME Stock Change (mt)          

Metal Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 438 075 5 445 400 0 7 325 -7 325 -20 000 2 447 800 45 146 386 
Copper 322 575 325 400 1 500 4 325 -2 825 -43 850 193 925 60 144 269 
Lead 209 175 209 675 0 500 -500 -5 275 40 125 19 55 067 
Nickel 264 288 264 090 354 156 198 2 652 102 000 39 65 217 
Tin 8 905 9 065 0 160 -160 -780 3 195 36 4 820 
Zinc 864 275 869 075 50 4 850 -4 800 -69 200 279 875 32 107 583 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 13585 13580 50  Ali Feb'14 - - - - 
Copper 51100 51000 40  Cu Feb'14 325.3 326.35 1.05 0.32 
Zinc 21 850 22 125 0       
          

ZAR metal prices Aluminium Copper Lead Nickel Tin Zinc ZAR/USD 
fix 

  

Cash 18 980 79 942 23 567 156 006 244 923 22 132 11.0800   
3-month 19 694 80 147 24 179 158 722 248 353 22 495 11.2250   
          
Precious metals          

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

EFP's   

Gold 1 253.50 1 251.25 1 262.22 1 248.90 1 256.70 -0.30 -0.9/-0.5   
Silver - 1 251.49 19.85 19.47 19.58 -0.11 -2/0   
Platinum 1 420.00 1 972.00 1 425.75 1 404.75 1 407.50 -2.00 +1.5/+3.5   
Palladium 723.00 19.54 725.60 714.60 715.80 -6.20 +0.0/+1.0   
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.04167 0.05167 0.05833 0.1 0.17     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.159 0.19915 0.2361 0.332 0.571     
          

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

200-day 
MA 

Support Resistance   

Gold 49.98 1 252.93 1 245.17 1 273.23 1 315.58 1 247.85 1 256.03   
Silver 45.15 19.92 19.98 20.78 21.29 19.46 19.64   
Platinum 49.91 1 438.29 1 430.59 1 407.68 1 432.93 1 403.88 1 414.25   
Palladium 46.52 737.21 737.37 725.72 723.60 716.42 719.07   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX 
PAL 

NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1252.1 19.54 717.8 1409.4 1252.3 4161 1251.9   
Open Interest 405028 141878 40212 59918 1397 82318 147   
Change in Open Interest 10596 8591 3874 -1116 131 -20424 -166   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 121.605 0.01 122.022 0.37 121.687 0.74 120.557 1.02  
Gasoil 0.1% Rdam ($/mt) 918.75 1.25 913.25 0.75 908.25 0.00 899.75 -0.50  
NWE CIF jet ($/mt) 981.19 0.35 980.54 4.44 977.42 5.25 970 5.58  
Singapore Kero ($/bbl) 121.673 -0.09 121.862 -0.39 121.487 0.24 120.397 1.03  
3.5% Rdam barges ($/mt) 560.693 0.00 572.263 6.27 573.301 5.77 572.258 5.00  
1% Fuel Oil FOB ($/mt) 588.28 0.00 599.37 10.44 600.07 8.81 600.68 6.55  
Sing FO180 Cargo ($/mt) 612.286 0.16 612.763 3.33 606.551 3.94 601.258 4.41  
          
Thermal coal Q1 14 Change Q2 14 Change Q3 14 Change Cal 14 Change  
API2 (CIF ARA) 82.40 0.40 81.10 0.10 81.00 -0.25 81.75 -0.05  
API4 (FOB RBCT) 80.80 0.80 78.70 0.20 78.80 -0.15 79.45 0.05  

Source: LME, NYMEX, COMEX, SHFE, Standard Bank Research 
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Commodity Prices 
 Latest Price 1-week 1-month 3-month 6-month 1-year 
Bulks       
Steel—Physical       
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 392.98 0.14% 1.96% 10.61% 10.86% -0.80% 
China Tangshan Steel Billet $/t 496.00 -1.59% -0.20% 1.43% -0.60% -7.81% 
China HRC export (Shanghai FOB) $/t 533.00 0.00% 0.19% 0.57% 6.18% -6.16% 
North Europe HRC domestic (ex-works) $/t 430.00 0.00% 0.00% -1.71% -1.71% -8.51% 
North America HRC domestic (Midwest FOB) $/t 684.00 0.29% 0.15% 6.21% 8.06% 8.40% 
       
Steel—Futures       
LME Billet Cash  $/t 315.00 9.95% 23.53% 50.00% 120.28% 7.51% 
LME Billet Futures (1-mth) $/t 315.00 9.95% 23.53% 48.58% 115.75% 6.78% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 532.14 -3.20% -7.66% -4.07% 3.15% -14.09% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
SHFE Rebar - Open Interest 6420.00 - - - - - 
SHFE Rebar - Total Volume 1020.00 - - - - - 
China Steel Inventory (million tonnes) 12.98 1.25% 0.39% -10.12% -18.71% 1.55% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 131.50 -2.59% -5.67% -0.23% 6.31% -17.03% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 122.10 1.08% -3.02% -0.33% 6.82% -16.71% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 131.31 -1.55% -5.31% 0.88% 7.58% -13.11% 
Platinum 37358.00 - - - - - 
China Iron Ore Inventory (million tonnes) 81.50 0.26% 0.73% 16.30% 12.62% 11.69% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 136.25 0.00% -1.70% -9.02% -4.39% -15.90% 
       
Capesize freight       
Saldanha South Africa-Beilun China 17.75 -6.58% -13.41% -21.98% 31.48% 42.00% 
       
Financials pricing       
RMB Currency 6.06 0.07% -0.29% -1.06% -1.22% -2.75% 
China 7-day repo 4.02 -19.28% -10.67% -10.67% 11.67% 34.45% 
API2 (CIF ARA) 2030.93 -3.72% -9.26% -8.18% 3.33% -10.74% 
Source: LME, SGX, McCloskey, SHFE, Bloomberg 
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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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