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Palladium vs. market positioning 

After breaking above $750 a few weeks ago on the back of Russia and South Africa 

supply worries, as well as the launch of the South African based palladium ETFs, the 

metal price is once again steady between $750 and $800.  

Palladium has been ignoring the downward pressure being exerted on the other precious 

metals since mid-March. This does not come as a surprise, given that the correlation 

between gold and palladium and even between platinum and palladium has been very low 

over the past 24 months. The correlation between gold and platinum since the start of 

2012 has been around 0.78 (based on weekly data). However, the correlation between 

gold and palladium has been -0.42, and only 0.15 between palladium and platinum over 

the same period. This is consistent with a palladium market which, in relative terms, is 

tighter than say either platinum or gold. 

However, palladium has had a high correlation with futures market positioning. 

Specifically, over the past 12 months, the palladium price has shadowed the net 

speculative length as a percentage of open interest on the NYMEX palladium contract.  

In fact, the correlation since 2012 has been 0.75, providing a decent indication of 

whether palladium is overbought or oversold. At the moment, the metal looks expensive 

relative to market positioning (see graph below).  

Of course, there is a good reason why palladium may trade higher than what the market 

positioning suggests; the market may anticipate higher prices on the back of supply 

disruptions and the ramp-up in the SA physically-backed palladium ETFs. We would 

therefore refrain from shorting the metal until there is clarity on the impact of the ETF on 

the market and price. As of yesterday, the Standard Bank palladium ETF had accumulated 

120Kozs. 

 

By Walter de Wet 

Palladium vs. NYMEX spec length as a % of open interest 

 

Source: Standard Bank Research, NYMEX 
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Base metals 

The base metals complex has again been blighted by fairly lacklustre turnover with the 

metals generally trading sideways into Wednesday afternoon before a bout of selling 

emerged across the complex around 2pm London time.  Isolated sell-offs aside, the 

market is focusing on the release of the latest Fed minutes this evening, along with 

Chinese money supply and trade data over the next couple of days. 

Aluminium has continued to see large warrant cancellations, with the latest surge in 

Detroit (+36,600 mt) and Vlissingen (+57,125 mt) sparking a bit of borrowing interest 

in the spreads.  Alcoa meanwhile are forecasting a 730kt deficit this year on the back of 

smelter production cuts. With the LME Warehouse exit queue issue dragging on 

however, it is debateable to what extent bullish support for prices will be manifested in 

the underlying price rather than in physical premia. 

Copper prices fell out of their hammock at 2pm London time with a wave of selling 

seeing prices fall nearly $60 in the space of four minutes. The market has since calmed 

down, though these wild price swings occurring during SHFE night-time trading are 

becoming an increasingly common feature of LME afternoon trading.  

By Leon Westgate 

Bulks 

Chinese financial steels witnessed profit-taking today, selling off dramatically in the last 

45 mins of trading, after running hard over the past 36 hours, on further seasonal 

restocking, despite little evidence of industry growth or new stimulus measures 

forthcoming. There remains some nervousness over March trade data due for release 

tomorrow (note: we might see this slightly better than expected, given the RMB 

depreciation since mid-March). New loans could also be released, expected to be up by 

as much as RMB 400bln.  

Shanghai Equities rose 0.33% to 2105 points, driven by energy and IT. Analysts expect 

tomorrow’s trade data will report exports up 4.8% y/y (-18.1% prior) and imports up 

3.9% y/y (10.1% prior). China’s rail construction investment was up 9% y/y in Q1 to 

RMB 61bn, with a target of RMB 720bn across 2014, covering 7000km of new lines, 

up from previous forecasts. Evergrande says its March contract sales have lifted  

66.4% y/y. China’s Q1 box office sales rose 29% y/y to RMB 6.8bn.  

Shanghai 7-day interbank rates rose to 3.59%, while the 1-year rate fell to 4.275%. 

The PBOC is likely to conduct further repurchases tomorrow. Today The China Securities 

Journal suggested China could afford to loosen monetary policy moderately, for 

“awhile” in some areas, e.g. cutting the RRR, improving loan levels to ease the pressure 

on trust product redemptions. The PBOC set the reference RMB rate at 6.149, the first 

devaluation in several days. The spot currency rose to 6.2000. The NDRC is 

investigating how companies are using the proceeds from bond sales, to judge whether 

regulations should be strengthened, following recent defaults.   

Shanghai Rebar Futures May-14 contract closed off RMB 16/t at RMB 3,297/t, while 

the Oct-14 contract closed down RMB 30/t at RMB 3,384/t, also selling off 

dramatically in the last 45 mins of trading, after running hard over the past 36 hours, 

despite little evidence of industry growth or new stimulus measures. Dazong HRC July-

14 futures shifted down RMB 11/t to RMB 3,420/t. SHFE HRC Oct futures fell RMB 

28/t at RMB 3,452/t.  

Among physical steels, Tangshan billet prices fell RMB 20/t to RMB 3,000/t in the 

afternoon. Yangang’s billet tender rose RMB 86/t to RMB 2,987/t, still RMB 13/t 

below spot. Rebar prices rose a further RMB 20-30/t in Shanghai and Beijing. HRC 
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prices rose RMB 30-40/t in Shanghai and RMB 50-60/t in Beijing, still lagging moves 

in Tangshan billet in both directions.  

According to CISA, China’s average daily crude steel output dropped 1.1% to 2.073m 

tonnes in the final 10-days of March. Compared to last year, this suggests very little 

growth is evident, with PI likely tracking in the c.61-62 mt/month range. This is still up 

from c.58.5mt across Jan-February, however, giving rise to the restock momentum. 

Chinese mill finished inventories totalled 15.42mt at the end of March, off 9.5% in just 

10-days since 20 March, highlighting supply chain restocking trends evident from price 

recoveries.   

US Steel’s Gary Works (4mtpa) is beginning to receive raw materials again, as the Great 

Lakes begins to thaw, allowing the mill to resume output at a reduced operating rate. 

The EU Commission has approved the exemption of German steelmakers from certain 

renewable energy levies to ensure their international competitiveness is maintained.  

Dalian Commodity Exchange IO active May-14 contract prices dropped RMB 10/t to 

RMB 851/t, while the Sept contract fell RMB 6/t to RMB 819/t. Among physical iron 

ore, volumes lightened. On globalORE, a PB fines late-April shipment sold for 

$120.30/t early in the day, up from $117.50/t yesterday, although most have since 

ignored this trade as “irrational exuberance”.  An MNP cargo also traded on an index-

linked basis. PB fines is trading at Shandong ports for RMB 790/t. 

The TSI Fe 62% China CFR price index lifted $1.20/t to $119.40/t (MTD: 

$116.99/t). The Platts Fe 62% index rose 75 cents to $119/t (MTD: 116.71/t), 

while the TSI Fe 58% index remained unchanged at $106.40/t (MTD: $105.29/t). 

The Metal Bulletin Fe 62% index rose 56 cents to $119.82/t, while its Fe 58% index 

fell 3 cents to $102.46/t. Argus Fe 62% index rose 65 cents to $117.35/t. Mysteel’s 

Fe 62% index $/t while its Fe 58% index $/t. 

In IO supply news, Brazil shipped 27mt in March, up from 22.4mt in February and 

24.7mt in January, although still below highs reached last August of 30.75mt. April’s 

shipments may see rain disruptions. Indian exports reached 15.15mt in 13/14, off 

19% y/y, following high taxes and Goan mining bans. March-14 shipped 1.12mt. 

Forecasting 14/15 export levels remains in the hands of India’s Supreme Court and 

Goa’s e-auction process. A Guinean review recommends stripping Steinmetz/Vale of the 

Simandou #1&2 tenements, following alleged evidence of corruption.   

The Baltic Exchange Cape index shifted 6.9% lower to $12,588/day, with C3 at 

$19.736/t and C5 at $8.614/t. Q2 FFA’s are trading in the $17,500/day range. 

For Q3:14 thermal coal prices, API 2 is trading at $74.90/t; API 4 is trading at 

$73.80/t; while Newcastle is trading at $73.95/t. 2 June NEWC cargoes traded at 

$73.30/t, up 10 cents from yesterday’s highs. RBCT continues to clean-up after 

yesterday morning’s oil spill. At the moment, no further vessels will be allowed to berth 

or sail until further notice, with updates being issued every 4 hours.  

Indonesia has set its April reference price at $74.81/t FOB, of 2.86% m/m. GVK 

(Hancock) Group’s Alpha Coal mine has been cleared for conditional permitting. 

Newcastle shipped 2.9mt last week vs. 2.84mt the prior week. British solar installations 

ahead of 1 April subsidy cuts saw 1 GW of new capacity in Q1, lifting totals to 3.8GW. 

Meanwhile, German renewable power sits at 38.2GW in April, of which onshore wind 

accounts for 28.6GW. Adani has added 2.64GW of electricity capacity at Tiroda in the 

13/14 year, while Jindal added 1.2GW at Tamnar. Combined they will consume an 

additional c.12mt of thermal.  

Zhengzhou Futures May-14 contract price closed unchanged at RMB 526.8/t, while 

the Sept contract closed off RMB 1.2/t to RMB 536.8/t. The Bohai Index rose  
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RMB 1/t to RMB 531/t w/w. Total port stocks rose 0.7% to 14.47mt, with GZ up 

7.8% tp 3.38mt. Coal stocks at six power groups reached 12.56mt, equivalent to 19 

days’ burn, based on daily coal consumption of 0.66mt. Coaltrans China kicks off 

tomorrow in Shanghai at the Kerry Center.  

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

with China CFR prices ranging $122-127/t. Queensland miners are being warned that a 

late-summer cyclone, Ita, could be heading their way by Friday. Although Ita’s epicentre 

likely to land north of Cooktown, ports are expected to avoid the worst of any damage, 

although high seas and heavy winds could still impact shipments this weekend. 

Mozambique railings have restarted following rebel attacks. BHPB’s Illawarra Coal is 

cutting 36 jobs. Poland’s JSE has been forced into the US spot market to cover a hole in 

mid-vol volumes due to geological problems. Czech’s New World Resources has also 

been suffering supply disruptions. Ridley shipped 2mt of coal in Q1, down c.35% y/y, 

following heavy snow-falls, of which met coal exports were 1.33mt.          

On the Dalian Exchange, May-14 coke price traded down RMB 14/t to RMB 1,167/t, 

while the Sept contract dropped RMB 16/t to RMB 1,264/t. Stocks at Chinese major 

ports dropped to 3.36mt, off 0.9% w/w. Among Dalian HCC prices, May contract 

prices closed RMB 11/t lower at RMB 834/t, while the Sept contract fell RMB 8/t to 

RMB 886/t. Chinese major port stocks fell 2.9% w/w to 10.83mt, highlighting recent 

restocking activity in the face of rising steel demand / prices.    

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 1 819 1 819 1 838 1 812 0 -0.01 1 785.00 -9 -34.25 
Copper 6 654 6 671 6 710 6 628 18 0.26 6 652.00 42 -0.75 
Lead 2 062 2 073 2 076 2 055 12 0.56 2 040.50 19 -17.75 
Nickel 16 520 16 455 16 584 16 325 -65 -0.39 16 410.00 -60 -49.50 
Tin 23 195 23 205 23 300 23 136 10 0.04 23 205.00 80 13.00 
Zinc 2 002 2 027 2 029 1 997 25 1.25 2 001.00 15 -10.00 
          
Daily LME Stock Change (mt)          

Metal Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 5 355 925 5 355 675 10 925 10 675 250 -102 150 2 903 050 54 275 234 
Copper 252 600 254 575 75 2 050 -1 975 -113 825 115 525 46 105 317 
Lead 202 400 202 025 475 100 375 -12 050 30 175 15 77 740 
Nickel 281 598 281 010 1 380 792 588 19 962 135 060 48 93 984 
Tin 9 420 9 495 0 75 -75 -265 2 050 22 6 841 
Zinc 824 325 827 375 0 3 050 -3 050 -109 150 178 425 22 132 602 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 13075 13090 -25  Ali Feb'14 - - - - 
Copper 46730 46780 -80  Cu Feb'14 305.1 303.55 -1.55 -0.51 
Zinc 23 195 23 205 0       
          

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

  

Cash 18 698 69 680 21 374 171 895 243 072 20 960 10.4750   
3-month 19 322 70 863 22 020 174 793 246 495 21 532 10.6225   
          
Precious metals          

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

EFP's   

Gold 1 314.75 1 309.50 1 314.54 1 295.85 1 308.57 11.39 -0.9/-0.5   
Silver - 20.15 20.18 19.87 20.04 0.17 -2/0   
Platinum 1 437.00 1 437.00 1 444.88 1 426.50 1 438.00 11.50 +1.5/+3.5   
Palladium 775.00 775.00 779.30 765.10 775.40 9.80 +0.0/+1.0   
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold -0.012 0.012 0.026 0.058 0.118     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1504 0.1903 0.2273 0.3265 0.553     
          

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

200-day 
MA 

Support Resistance   

Gold 51.25 1 294.65 1 316.96 1 273.59 1 298.57 1 307.69 1 314.35   
Silver 46.02 19.88 20.22 20.20 20.89 19.91 20.08   
Platinum 52.39 1 429.55 1 436.86 1 409.65 1 427.53 1 439.54 1 448.67   
Palladium 55.24 777.38 777.85 738.80 733.34 775.53 779.28   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX 
PAL 

NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1311.2 19.955 777.3 1441.7 1311 4309 1309   
Open Interest 362935 156948 41587 66812 1160 83454 29   
Change in Open Interest -31497 23661 5249 5778 -106 -19288 -284   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 121.068 0.60 120.715 0.76 120.032 0.75 118.797 0.72  
Gasoil 0.1% Rdam ($/mt) 898.5 7.75 899.5 7.75 899.5 7.25 898 6.50  
NWE CIF jet ($/mt) 944.9 3.47 947.65 3.23 950.22 2.87 953.02 3.87  
Singapore Kero ($/bbl) 118.828 0.48 118.685 0.64 118.502 0.64 118.297 0.64  
3.5% Rdam barges ($/mt) 577.159 6.27 576.612 9.12 576.074 9.07 573.572 8.64  
1% Fuel Oil FOB ($/mt) 631.91 11.41 619.44 14.53 615.09 12.27 609.05 9.71  
Sing FO180 Cargo ($/mt) 597.015 5.26 600.55 8.65 601.866 8.91 600.822 8.77  
          
Thermal coal Q2 14 Change Q3 14 Change Q4 14 Change Cal 15 Change  
API2 (CIF ARA) 75.25 0.45 75.05 0.40 77.45 0.50 80.55 0.50  
API4 (FOB RBCT) 74.00 0.60 73.65 0.60 74.20 0.25 76.95 0.45  

Source: LME, NYMEX, COMEX, SHFE, Standard Bank Research 
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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 364.66 0.94% 6.50% -7.08% 2.07% -6.87% 
China Tangshan Steel Billet $/t 466.00 2.42% 0.43% -7.54% -5.86% -9.69% 
China HRC export (Shanghai FOB) $/t 520.00 0.00% -2.80% -2.44% -4.59% -10.34% 
North Europe HRC domestic (ex-works) $/t 435.00 -1.69% -1.14% 1.16% -4.40% -11.68% 
North America HRC domestic (Midwest FOB) $/t 645.00 1.90% 1.10% -5.43% 1.42% 4.37% 
       
Steel—Futures       
LME Billet Cash  $/t 385.50 0.26% 8.59% 34.32% 83.57% 100.26% 
LME Billet Futures (1-mth) $/t 390.50 -0.26% 10.62% 36.06% 82.48% 98.98% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 523.75 1.07% 5.98% -5.21% -7.07% -10.46% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
SHFE Rebar - Open Interest 180.00 - - - - - 
SHFE Rebar - Total Volume 60.00 - - - - - 
China Steel Inventory (million tonnes) 18.15 -2.99% -6.61% 41.60% 25.70% -12.64% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 117.60 5.19% -0.08% -12.37% -10.50% -14.35% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 105.30 5.19% -0.19% -12.25% -13.69% -17.22% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 111.83 -0.08% -2.76% -17.64% -13.81% -16.23% 
Platinum 35580.00 - - - - - 
China Iron Ore Inventory (million tonnes) 103.77 0.37% 8.11% 27.65% 48.07% 52.49% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 113.00 0.00% -10.35% -17.06% -25.17% -33.14% 
       
Capesize freight       
Saldanha South Africa-Beilun China 17.95 -5.53% 10.46% -5.53% -20.22% 34.96% 
       
Financials pricing       
RMB Currency 6.21 0.10% 0.99% 2.50% 1.39% -0.02% 
China 7-day repo 4.22 16.90% 75.83% -21.85% -0.71% 23.75% 
API2 (CIF ARA) 2047.46 -0.96% -1.34% -3.24% -5.85% -8.37% 
       
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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