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Zinc – tightness over 

The recent and rather pronounced tightness in the tom-next zinc spread has disappeared. 

The dominant holder of warrants has vanished from the latest LME Warrant Holding data, 

while the LME futures Bandings data show that the major short for March has fallen from 

the 30-39% band to the 10-19% band, as of March 17th. 

Looking at LME warehouse inventory, on-warrant zinc inventory has already picked up 

significantly since the beginning of March, climbing 78,950 mt (before Monday’s net 

18,000 mt of warrant cancellations). It seems therefore that the LME backwardation did 

its job in terms of attracting metal into LME warehouses as shorts opted to deliver metal 

in against those positions.  

Expectations were that further large inflows might be seen heading into the March 

prompt date. In that regard, however, with the tom-next spread showing no signs of 

stress whatsoever, the last-minute rolling of positions seems to have taken place already. 

We still cannot rule out large inflows of material however, particularly with this morning’s 

very large delivery of aluminium into Rotterdam (see today’s base metals section) 

opening up another avenue or reason for stock inflows ahead of the LME warehouse rule 

changes. With the liquidity and immediate deliverability of off-warrant (albeit LME 

registered brand) zinc potentially impacted by the new LME Warehouse rules, particularly 

if the closest to deliver location is impacted, or may be impacted by queues, the urge by 

more risk averse financiers may well be to warrant material and finance it in-warehouse 

(albeit on a rent deal of some description). The key is how much spare LME registered 

capacity there is. 

 

Zinc tom/next spread 

 

Source: LME 

Zinc c-3m spread vs. on-warrant stock 

 

Source: LME 

By Leon Westgate 
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Base metals 

The base metals complex has made a relatively muted start to the day, with the complex 

holding fire and entering consolidation mode ahead of tonight’s FOMC meeting. 

Concerns over Chinese corporate bond defaults and geopolitical tensions in Crimea 

continue to be a feature of the market, though for the moment those concerns are 

being pushed to one side.     

Aluminium headline LME inventory surged 208,125 mt following a 217,375 mt inflow 

of metal at Rotterdam. The metal is unlikely to be a “fresh delivery” as such and was 

likely stored nearby. As to why it was placed on-warrant, the most plausible reason 

seems to be a traditional warehouse rent-deal, with the financier perhaps preferring the 

security of LME warranted material as collateral rather than having metal sitting in a 

field somewhere. The new LME Warehouse rule changes (potentially affecting the 

liquidity of off-warrant material should queues become an issue at the closest to deliver 

warehouse location) are also due to come into force shortly and may have been another 

factor behind this morning’s warranting of material.  

Also worth noting in aluminium is the announcement by the CME that it is to launch a 

physically deliverable aluminium futures contract on May 5th – subject to regulatory 

approval. The contract is an “all-in” price including the premium, potentially providing 

price and premia arbitrage opportunities, in particular for those participants able to 

trade physical aluminium.  

Copper prices have drifted lower heading into US trade, with participants behaving 

cautiously ahead of tonight’s FOMC meeting. Turnover remains fairly solid, however, 

with decent two-way interest building up. In other news, Jinchuan Group has declared a 

force majeure on deliveries of copper concentrate following a problem at its 400 ktpy 

capacity Gansu copper smelter that means it is unable to fully perform the quantity term 

contract with copper concentrate suppliers. The force majeure indicates a fairly 

significant hit in terms of the company’s refined production, with initial estimates 

looking at a 3-4 month outage and a reduction in copper output of 100 kt and a 

reduction in nickel production of 30 kt.   

Nickel prices have stabilised and appear to be consolidating around $16,200. The 

Jinchuan outage (see copper section above) may help lend some additional support to 

prices, and in that regard it’s worth noting that there has been a large 3,126 mt jump in 

cancelled warrants in Johor. Overall, however, the market is holding fire ahead of the 

FOMC. 

By Leon Westgate 

Bulks 

Although downstream default concerns continue to overhang other business activities, 

Chinese financial steels experienced some front-end strength, driven by physical 

seasonal restocking demand finally kick-starting in Shanghai yesterday. (Spring was 

sprung with sunny temperatures hitting 24 degrees. Today, however, the City is raining 

again, with temperatures back at 15 degrees.) Back-end steel financial contracts traded 

largely flat on low liquidity, also dulling the senses for IO swaps. SHA Equities closed 

slightly lower than yesterday (off 3 pts), remaining nervous about further property 

sector default risks; meanwhile, property bond yields continue to widen.  

7-day cash rates rallied back up towards our 3.5% worry roof, while spot currency 

traded as high as 6.2038, before pulling back to 6.1943.      

Shanghai Equities moved lower by 3 points to 2022 points. Many were watching the 

listed property sector closely again today, given Zhejiang default concerns, together 
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with falling pricing and clearance weakness in many cities and rising corporate bond 

yields across the sector.  

Shanghai 7-day interbank rates closed at 3.42% today, partly impacted by end-of-

quarter payment needs, while the PBOC gauged interest for 14- and 28-day repurchase 

contracts for tomorrow, hinting at further cash drains, which are now being conducted 

partly to offset the RMB’s depreciation. The RMB reference rate was set at 6.1351 

today, up from 6.1341 yesterday.    

Shanghai Rebar Futures May-14 contract closed up RMB 33/t at RMB 3,180/t, while 

the Oct-14 contract closed up RMB 2/t at RMB 3,242/t. Dazong HRC April-14 

futures shifted back off RMB 21/t to RMB 3,303/t.  SHFE HRC futures will begin 

trading on Friday.  

Among physical steels, Tangshan billet prices traded off RMB 20/t in the afternoon to 

RMB 2,840/t, dragged lower by Yangang billet tender, which fell RMB 2/t w/w to 

RMB 2821/t - below spot by RMB 19/t. Rebar prices rose RMB 10/t again in 

Shanghai, while remaining flat in Beijing, as traders await Hebei Steel’s next price move. 

HRC prices fell RMB 10/t in Shanghai, with yesterday’s sunny sentiment soaked by 

today’s soggy rains, while remaining stable in Beijing. China exported 11.57mt of steel 

in Jan-Feb, up 26.3% y/y.   

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

RMB 755/t, while the Sept contract closed flat at RMB 732/t. 

Among physical iron ore, globalORE sold a MNP Fe 62% April cargo at $109.80/t, 

while BHPB told a Yandi fines Fe 57.6% April cargo at $97.18/t. PB fines traded at 

Chinese ports at RMB 730/t.  

The TSI Fe 62% China CFR price index traded unchanged at $110.50/t (MTD: 

$111.65/t). The Platts Fe 62% index fell $1/t to $109.75/t (MTD: $111.52/t), 

while the TSI Fe 58% index fell $1.20/t to $98.40/t (MTD: $100.87/t). The Metal 

Bulletin Fe 62% index rose $1.08/t to $109.90.t, while its Fe 58% index rose 27 

cents to $95.58/t. Argus Fe 62% index fell $1.35/t to $107.15/t.  

In IO supply news, Angang has increased its stake in Gindalbie’s mid-West Karara 

Mining project to majority ownership of 52.16%, with potential to increase to 62% if 

further funds of $230m are required. An Angang representative has also become the 

project’s MD.   

The Baltic Exchange Cape index shifted 8.1% higher to $23,995/day, with C3 up 1.7% 

at $27.268/t and C5 up 6.6% at $11.182/t.  

For Q2:14 thermal coal prices, API 2 is trading lower again at $75.75/t; API 4 is 

trading at $73.40/t; while Newcastle is trading at $74.75/t. Drummond may begin 

loading panamax vessels later next week, based on certain vessel nominations circling in 

the market for Israel, Chile and the Netherlands. The market remains nervous that Q2 

will see a slower ramp-up than expected for its first and second ship loaders, pulling 

tonnes from RBCT to cover any potential shortfalls.   

Zhengzhou Futures May-14 contract price rose RMB 2/t to RMB 516.4/t, while the 

Sept contract rose RMB 1.4/t to RMB 525/t. The Bohai Index fell RMB 5/t to  

RMB 533/t., approx $73.52/t ex-VAT, while rumours are circling that Shenhua may 

drop its prices by a further RMB 15/t this week. April NAR 5500 cargoes appear to be 

in the $77/t China CFR range.  

Premium Hard Coking Coal spot prices are trading in the $110-115/t Qld FOB range, 

with China CFR prices ranging $122-127/t, with the spread impacted by the 
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weakening currency and rising freight rates. Conditions remain uncertain and highly 

choppy, with macro credit concerns and uncertain weather conditions failing to ignite 

any sustainable restocking momentum in steels.   

On the Dalian Exchange, May-14 coke price traded off RMB 5/t to RMB 1,154/t, 

while the Sept contract fell RMB 7/t to RMB 1,207/t. Shenhua has lowered its coke 

sales prices by RMB 40/t. Among Dalian HCC prices, May contract prices closed down 

RMB 3/t to RMB 817/t, while the Sept contract fell RMB 4/t to RMB 843/t.  

Lu’An Coal has cut its sales prices by RMB 30/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 1 776 1 783 1 783 1 756 7 0.37% 1 717.50 -21 -47.25 
Copper 7 323 7 325 7 349 7 279 2 0.03% 7 313.50 -22 21.50 
Lead 2 173 2 165 2 179 2 158 -8 -0.37% 2 136.00 -32 -28.50 
Nickel 13 830 13 560 13 895 13 550 -270 -1.95% 13 570.00 -300 -64.00 
Tin 21 598 21 725 21 725 21 301 127 0.59% 21 500.00 -80 14.00 
Zinc 2 030 2 034 2 040 2 011 4 0.20% 2 025.50 -19 8.50 
          
Daily LME Stock Movement (mt)          

Metal Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants (mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 451 550 5 455 400 0 3 850 -3 850 -6 525 2 357 075 43 145 064 
Copper 353 075 356 125 100 3 150 -3 050 -13 350 228 875 65 120 367 
Lead 214 500 215 000 0 500 -500 50 30 650 14 56 445 
Nickel 260 724 260 862 0 138 -138 -912 99 624 38 49 244 
Tin 9 725 9 655 85 15 70 40 3 980 41 9 599 
Zinc 918 325 922 850 0 4 525 -4 525 -15 150 412 625 45 127 280 
          

Shanghai 3-month Open Last 1d Change  COMEX Open Close Change Change  
(%) 

Aluminium 13925 13925 -40  Ali Feb'14 - - - - 
Copper 51630 51860 -30  Cu Feb'14 335.95 334.85 -1.1 -0.33 
Zinc 21 598 21 725 0       
          
ZAR metal prices Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix   
Cash 18 420 78 437 22 909 145 538 230 588 21 723 10.7250   
3-month 19 371 79 604 23 528 147 363 236 096 22 104 10.8675   
          
          
          

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

EFP's   

Gold 1 238.00 1 246.25 1 248.51 1 213.04 1 238.05 -1.05 -0.5/-.1   
Silver - 1 238.25 20.36 19.97 20.19 -0.01 -1.0/+1.0   
Platinum 1 400.00 2 004.00 1 423.85 1 396.25 1 417.10 5.10 +1.5/+3.5   
Palladium 728.00 20.05 738.90 727.15 738.10 11.10 +0.0/+1.0   
          
Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold -0.02667 -0.00833 0.00667 0.05333 0.15657     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1625 0.20825 0.23935 0.3445 0.5854     
          

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

200-day 
MA 

Support Resistance   

Gold 47.57 1 216.90 1 218.57 1 296.10 1 333.82 1 233.72 1 244.21   
Silver 47.91 19.82 19.74 21.38 21.71 19.97 20.22   
Platinum 52.95 1 380.63 1 364.27 1 420.14 1 436.24 1 406.78 1 418.83   
Palladium 54.24 718.10 712.51 722.88 720.46 732.37 738.12   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX 
PAL 

NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1238.9 20.065 734.5 1416.4 1238.5 4161 1238.1   
Open Interest 384685 130246 38815 60339 1598 90135 146   
Change in Open Interest -9747 -3041 2477 -695 332 -12607 -167   
          
Energy          

Energy futures pricing Price Change Price Change Price Change Price Change  
 1 month  2 month  3 month  6 month   
Sing Gasoil ($/bbbl) 121.37 0.06 120.91 -0.06 120.57 -0.07 119.939 0.07  
Gasoil 0.1% Rdam ($/mt) 911.5 1.25 910 1.00 908.25 1.25 899.75 0.75  
NWE CIF jet ($/mt) 987.2 1.92 980.08 -0.20 976.92 -0.21 969.79 0.33  
Singapore Kero ($/bbl) 122.037 0.09 121.507 -0.05 121.167 -0.07 119.873 0.08  
3.5% Rdam barges ($/mt) 564.893 -0.53 566.32 0.15 566.53 0.14 565.92 -0.04  
1% Fuel Oil FOB ($/mt) 584.56 1.05 586.82 0.84 589.15 1.38 591.48 0.90  
Sing FO180 Cargo ($/mt) 603.887 0.37 601.07 0.65 597.28 0.76 594.09 0.13  
          

Thermal coal Q1 14 Change Q2 14 Change Q3 14 Change Cal 14 Change  
API2 (CIF ARA) 79.25 0.05 79.15 -0.05 81.15 -0.10 80.65 -0.05  
API4 (FOB RBCT) 82.45 -0.60 80.30 -0.50 79.95 -0.30 80.80 -0.45  

Sources: COMEX, NYMEX, SHFE, LME, Bloomberg 
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Commodity Prices 
Bulks       

Steel—Physical Latest Price 1-week 1-month 3-month 6-month 1-year 
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 392.98 0.14% 1.96% 10.61% 10.86% -0.80% 
China Tangshan Steel Billet $/t 504.00 0.00% 1.41% 1.82% 1.00% -5.62% 
China HRC export (Shanghai FOB) $/t 533.00 0.00% 0.19% -2.20% 5.54% -5.33% 
North Europe HRC domestic (ex-works) $/t 430.00 0.00% 0.00% -5.49% -1.71% -8.51% 
North America HRC domestic (Midwest FOB) $/t 682.00 0.00% -0.15% 6.73% 8.25% 7.74% 
       
Steel—Futures Latest Price 1-week 1-month 3-month 6-month 1-year 
LME Billet Cash  $/t 290.00 1.05% 13.73% 38.10% 103.51% 4.69% 
LME Billet Futures (1-mth) $/t 290.00 1.05% 13.73% 36.15% 98.63% 3.57% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 532.04 -3.70% -7.68% -5.60% 3.21% -14.45% 
Shanghai Rebar Futures On-Warrant Stocks—change 591.00 - - - - - 
SHFE Rebar - Open Interest 8100.00 - - - - - 
SHFE Rebar - Total Volume 3000.00 - - - - - 
China Steel Inventory (million tonnes) 12.98 1.25% 0.39% -10.12% -18.71% 1.55% 
       

Iron ore Latest Price 1-week 1-month 3-month 6-month 1-year 
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 134.80 0.45% -3.30% 2.59% 10.58% -12.41% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 122.10 1.75% -3.02% 0.08% 7.86% -14.79% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 131.63 -3.06% -5.08% 1.58% 8.61% -11.95% 
Platinum 35279.00 - - - - - 
China Iron Ore Inventory (million tonnes) 81.50 0.26% 0.73% 16.30% 12.62% 11.69% 
       

Coking coal Latest Price 1-week 1-month 3-month 6-month 1-year 
Premium Hard Coking Coal (Qld FOB) $/t 136.25 0.00% -1.70% -9.02% -1.27% -15.90% 
       

Capesize freight Latest Price 1-week 1-month 3-month 6-month 1-year 
Saldanha South Africa-Beilun China 17.75 -6.58% -13.41% -21.98% 31.48% 42.00% 
       

Financials pricing Latest Price 1-week 1-month 3-month 6-month 1-year 
RMB Currency 6.05 -0.05% -0.35% -1.15% -1.35% -2.87% 
China 7-day repo 4.26 -21.11% -5.33% 0.24% 15.14% 33.96% 
API2 (CIF ARA) 2047.32 -3.24% -8.53% -5.86% 4.55% -10.42% 

Source: LME, Bloomberg, McCloskey 
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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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