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Zinc cash 3-month backwardation at 
6.5-yr high 
 

The tightness in the nearby portion of zinc’s forward curve has tightened significantly 

since late January and has reached a 78-month high. The potential for a sustained 

backwardation was well flagged, with the first signs of tightness emerging back in 

December, though the extent of the backwardation does appear to have caught some 

participants off guard.  

Zinc’s stock to spread relationship isn’t quite as coherent as many of the other base 

metals, with regular periods of backwardation occurring at varying stock levels. Even 

looking at pinch point effects, zinc appears to have a much more complicated relationship 

between inventory levels and near-dated spreads than most if not all of the other LME 

metals.  

The latest episode of tightness falls into a similar pattern, with a pronounced 

backwardation emerging in spite of on-warrant stocks being above 570 kt and headline 

inventory over 750 kt. As a percentage of market open interest, total zinc inventory is 

around 7%, so double that of copper, but less than half the level seen in nickel or 

aluminium. The natural physical hedge position is therefore far less distorting in zinc than 

is the case in metals such as nickel. Instead the tightness looks to be related to 

positioning – something we’ve already noted (Commodities Daily – 03 March 2014 and 

13 February 2014). Given the tightness is mainly in the Cash-March portion of the Cash-

3m spread, large stock deliveries/re-warranting may emerge. Without that however, the 

tightness may prove to be quite protracted as the short position is gradually diluted. 

 

 

 

By Leon Westgate 

LME zinc cash-3m spread vs. on-warrant stock 

 

Source: LME, Standard Bank Research 
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Base metals 

A perception that tensions in the Crimea have dissipated have seen a bit of risk come 

back to the table. Nickel, boosted by an improving fundamental outlook and decent 

momentum, and zinc, which has seen shorts stay on the sidelines amid a pronounced 

nearby backwardation, have been the main beneficiaries, though the whole base metals 

complex is much firmer heading into Tuesday afternoon.  

With the Chinese National People’s Congress getting underway from tomorrow, 

overnight trade in particular is likely to be dominated by the speeches and sentiment 

from the senior communist party leadership. In particular, growth targets and hints on 

economic direction will be keenly watched with respect to demand conditions.  

Nickel has pushed above $14,900 for the first time since August, boosted by positive 

sentiment in the wake of the Indonesian ore ban. Very good turnover has emerged in 

the past couple of days adding to the upwards momentum, while a bullish assessment of 

the market from the likes of Glencore, also appears to have provided an added boost 

with nickel continuing to close in on $15,000. On-warrant inventory posted a net 

1,830 mt gain this morning, though this was driven mainly by the re-warranting of 

1,818 mt of previously cancelled material in Johor.  

With the backwardation in zinc keeping short position holders at bay, the lead-zinc 

spread has narrowed to $35. Lead has finally started to mirror zinc and play a bit of 

catch up, however lead turnover remains very subdued with zinc still the main focus of 

the market. 3-month zinc prices have traded above $2,100, finally breaking above 

trend line resistance that had been in place since December. Worth noting however, 

particularly in respect of the backwardation has been the 5,000 mt increase in on-

warrant stocks this morning. The increase was in the US and was due to the re-

warranting of 5,000 mt of previously cancelled material in New Orleans.  

By Leon Westgate 

Precious metals 

We continue to look at the US government bond yield for short-term direction in gold. 

The 10-year bond yield moved higher again this morning after falling below the 200day 

MA yesterday, in the wake of reports that Russian President Putin had called back 

Russian troops to their barracks after military exercises. However, indications are that 

the move to recall troops excludes troops deployed to Crimea.  

Despite the uncertainty, markets in general seem more upbeat this morning, with the 

Russian rouble and Russian equities strengthening following yesterday’s selloff, while 

Brent crude has declined from above $112/bbl yesterday to well below $110/bbl 

today.  

The higher US bond yields and improved risk appetite in global markets should weigh on 

gold. Demand in Asia remains subdued, with the SGE premium still in negative territory. 

Technically, gold remains bullish, as long as it remains above $1,325. With NFP 

numbers coming up on Friday, we doubt gold would see large moves ahead of the data 

print. 

Platinum remains at close to the $1,450 level, with the market awaiting any news from 

South Africa. Should the strike last long enough that producers cannot deliver metal to 

consumers, we would expect platinum to move higher, possibly towards $1,600. 

However, we would become concerned about the impact on jewellery demand (around 

30% of demand) should the platinum price rally too far and too fast. Ultimately, we 

expect the price to decline again once production normalises, given our belief that metal 
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availability is not a major problem – it’s just the price at which metal will be attracted to 

the market in the absence of producer supply that may be problematic. 

By Walter de Wet 

Bulks 

Chinese Financial Steels gapped lower again today, hurt by the PBOC's cash withdrawal 

of a further RMB 85bn today, following RMB 285bn over the previous 2 weeks.  

7-day rates bounced from 2.8% yesterday on the moves, which were taken as a hawkish 

signal that the PBOC wants interbank rates back at 4%. 

Shanghai Equities fell 0.18% to 2071 points, ahead of the NPC meeting tomorrow, 

where China’s GDP growth target for 2014 will be revealed, amid a range of reforms 

designed to restructure the economy and the environment. Property tax trials are also 

being discussed again. Chongqing is to set up a free-trade zone.  

Shanghai 7-day interbank rates closed at 3%, following the PBOC’s cash drain of 2 

tranches today: RMB 50bn (28 days at 4% - a slightly longer tenor for the first time 

since June-13), as well as RMB 35bn 14-day repos at 3.8%, suggesting the Bank’s 

keenness to see rates higher again. New loans for February are still being estimated at 

RMB 700bn, a relatively strong number considering the holiday disruptions and high 

cash rates. The PBOC pegged the currency at RMB 6.1236, the lowest rate in 3 

months, assisting exporters and hurting arbitrage commodity import pricing activities.   

Shanghai Rebar Futures May-14 contract closed down RMB 14/t at RMB 3,310/t. 

Dazong HRC April-14 futures shifted off RMB 4/t to RMB 3,386/t. Among physical 

steels, Tangshan billet prices rose RMB 20/t to RMB 2,890/t. Rebar prices remained 

stable across Shanghai and Beijing today, suggesting that some restocking for 

construction projects is occurring to offset the build-up in inventories and financing 

fears. HRC prices fell RMB 10/t in Shanghai, while remaining unchanged in Beijing.   

Traders are suggesting transaction volumes are 1/3 of their normal levels. Total steel 

stocks rose 2% w/w in China to 19.44mt, c.0.5mt lower than last year. Output, 

however, was tracking at c.750mt versus c.725mt now, with billet prices RMB 340/t 

lower today, highlighting the poorer demand conditions.  

Dalian Commodity Exchange IO active May-14 contract prices traded up RMB 1/t to 

RMB 812/t, while October closed up RMB 2/t at RMB 801/t. Among physical iron 

ore, BHPB tendered a Yandi Fe 57.7% cargo at $105.51/t. On globalORE, a MNP April 

cargo traded at $114.80/t. On CBMX, a Newman Fe 62.3% fines cargo traded at 

$116/t. Vale cancelled its proposed prompt cargo Fe 63.3% tender.  

The TSI Fe 62% China CFR price index fell 90 cents to $116.80/t (MTD: $117.25/t). 

The Platts Fe 62% index fell $1/t to $117/t, while the TSI Fe 58% index rose 30 

cents to $105.80/t. The Metal Bulletin Fe 62% index fell $2.91/t to $115.15/t, 

while its Fe 58% index fell $1.39/t to $101.82/t. Argus Fe 62% index fell 80 cents to 

$114.60/t.  

Mysteel’s Fe 62% index maintained at $117/t, while its Fe 58% index remained at 

$105/t.  

In IO supply news, Sable expects to start producing 3mtpa from its Guinea NIMBA 

project by Q1:16, providing rail access is gained to the Yekepa-Buchanan line in Liberia, 

with its BFS due for completion during H2:14.IMX-Sichuan Taifeng will stop shipments 

from its SA Cairn Hill mine from Q4:14, following recent rains which caused wall 

instability and resource-waste contamination. However, the company may expand 
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volumes if a stage II is approved. CSN is targeting c.33mt in export sales in 2014, up 

from c.26mt in 2013.    

The Baltic Exchange Cape index shifted up 12% to $16,897/day, with C3 up 3% at 

$22.5/t and C5 up 2.9% at $9.914/t.  

February’s Eurozone manufacturing PMI came in at 53.3, with the 8th consecutive new 

orders lift noted. This may cause the ECB to hold-off on easing rates further when 

meeting this Thursday, supporting commodity arbitrage pricing with the USD. 

February’s US manufacturing ISM bounced back more than expected to 53.2, from 

51.3 in January, particularly encouraging in the face of recent poor weather conditions.  

For Q2:14 thermal coal prices, API 2 is trading at $74.50/t; API 4 is trading at 

$72.80/t; while Newcastle is trading at $75/t. API 8 Q2 traded at $74.35/t, with the 

market remaining concerned about Chinese demand conditions. Among physical deals, 

an April RB1 traded at $75/t, up 75 cents from yesterday, while a March ARA went 

through at $72.50/t, in line with yesterday.   

Newcastle shipped 3.15mt last week, up 7% w/w. Indian port stocks fell 5% w/w to 

7.5mt, of which thermal represented 4.8mt and coking represented 2.7mt. Coal of 

India’s production fell to 42.56mt in February, compared to a budget of 45.41mt. The 

company has produced 410mt, YTD (financial), compared to a budget of 430mt, 

impacted partly by cyclone Phailin disruptions.  

Zhengzhou Futures May-14 contract price fell RMB 6.8/t to RMB 508.8/t. Coal stocks 

rose 0.2% to 18.42mt.   

Premium Hard Coking Coal spot prices are trading in the $120-125/t Qld FOB range, 

with China CFR prices ranging $132-137/t. On the Dalian Exchange, May-14 coke 

price traded RMB 20/t lower to RMB 1,238/t, while HCC prices closed off RMB 15/t 

to RMB 892/t. Shanxi Coal lowered its March list prices by RMB 50/t, reflecting the 

weak demand conditions and concerns over further pollution controls. Coking coal 

stocks are at 11.88mt, off 3.2% w/w and the lowest level so far this calendar year.    

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 1 750 1 721 1 754 1 715 -29 -1.66 1 674.50 -50 -45.75 
Copper 6 998 6 968 7 032 6 944 -30 -0.43 7 032.50 -65 45.00 
Lead 2 130 2 113 2 130 2 095 -17 -0.80 2 081.00 -35 -24.00 
Nickel 14 635 14 730 14 749 14 500 95 0.65 14 510.00 -40 -35.00 
Tin 23 300 22 950 23 300 22 950 -350 -1.50 23 130.00 -415 45.00 
Zinc 2 065 2 069 2 070 2 046 4 0.19 2 095.00 -15 38.00 
          
Daily LME Stock Change (mt)          

Metal Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 297 025 5 303 825 0 6 800 -6 800 -161 050 2 509 550 47 220 446 
Copper 275 200 273 725 4 525 3 050 1 475 -91 225 141 000 51 164 999 
Lead 202 775 202 775 0 0 0 -11 675 33 225 16 45 475 
Nickel 270 930 271 128 60 258 -198 9 294 125 418 46 68 901 
Tin 9 170 9 085 100 15 85 -515 2 520 27 11 999 
Zinc 753 700 757 950 0 4 250 -4 250 -179 775 182 075 24 151 028 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 13210 13220 -50  Ali Feb'14 - - - - 
Copper 48680 48810 -160  Cu Feb'14 317.2 317.75 0.55 0.17 
Zinc 23 300 22 950 0       
          

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

  

Cash 18 076 75 916 22 464 156 635 249 688 22 616 10.7950   
3-month 18 849 76 317 23 143 161 330 251 360 22 661 10.9525   
          
Precious metals          

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

EFP's   

Gold 1 344.25 1 349.50 1 354.87 1 326.50 1 350.48 9.96 -0.9/-0.5   
Silver - 21.46 21.72 21.24 21.42 -0.43 -2/0   
Platinum 1 452.00 1 454.00 1 464.25 1 448.25 1 457.00 25.50 +1.5/+3.5   
Palladium 748.00 747.00 750.25 741.50 748.80 14.50 +0.0/+1.0   
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold -0.016 0.002 0.018 0.042 0.124     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1553 0.19605 0.23565 0.3305 0.5538     
          

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

200-day 
MA 

Support Resistance   

Gold 60.46 1 331.55 1 311.43 1 269.76 1 300.45 1 333.61 1 349.70   
Silver 55.05 21.55 21.08 20.52 20.98 21.12 21.48   
Platinum 56.9 1 438.21 1 420.39 1 408.40 1 424.70 1 445.25 1 460.50   
Palladium 57.02 740.33 732.42 729.34 725.00 745.70 750.25   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX 
PAL 

NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1340.2 21.3 747.85 1460.7 1340.6 4387 1350.3   
Open Interest 386303 134679 39200 65015 2458 #N/A Tim 36   
Change in Open Interest -8129 1392 2862 3981 1192 #VALUE! 

error 
-277   

          
Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 125.681 2.42 125.368 2.42 124.924 2.39 123.326 2.17  
Gasoil 0.1% Rdam ($/mt) 923.25 -17.50 921.5 -16.50 918.75 -15.50 913 -13.00  
NWE CIF jet ($/mt) 998.25 21.67 997.31 20.39 995.82 19.12 990.71 17.38  
Singapore Kero ($/bbl) 124.405 2.37 124.238 2.37 123.994 2.38 123.036 2.16  
3.5% Rdam barges ($/mt) 589.675 8.16 589.82 8.74 589.647 8.91 588.173 9.05  
1% Fuel Oil FOB ($/mt) 648.38 16.55 636.45 15.05 631.56 14.14 625.76 13.26  
Sing FO180 Cargo ($/mt) 616.794 8.88 616.675 9.15 616.606 9.17 615.798 8.92  
          

Thermal coal Q2 14 Change Q3 14 Change Q4 14 Change Cal 15 Change  
API2 (CIF ARA) 74.35 0.00 76.05 0.05 78.25 0.05 80.75 0.05  
API4 (FOB RBCT) 74.00 0.00 74.25 0.05 75.70 0.05 77.40 -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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