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Focus: Thermal coal — looking for a better Q4: For Q4:13 API2, seasonal winter resi-
dential demand patterns can be expected to rise, compared to the Q3 summer holiday 
season, together with some bottoming in European industrial demand. However, the on-
going rise of EU wind/solar/renewable power alternatives and power plant closures, cou-
pled with rising regional nuclear/gas and imported gas competition, plus fewer supply 
disruptions from Colombia’s coal sector (+5mt q/q), will make any significant rally in ther-
mal prices difficult, unless the current Baltic cape freight rally doubles again from 
c.$30,000/day. Merkel’s choice of post-election coalition partner could be the quarter’s 
wild card if her choice impacts on emissions pricing policy.  

• The Chinese have made a very low-key return to the market following the National 
Day holidays, with much of the base metal market in London for LME week meet-
ings. Volumes have picked up, however, and overall the complex has rallied head-
ing into the early afternoon. The reasons being cited, such as a steady Chinese 
Services PMI, or the very modest weakening in the dollar, do seem pretty tenuous. 

• The TSI Fe 62% China CFR price index rose 30 cents to $131.70/t. The Platts Fe 
62% index increased by 75 cents to $131.50/t, while the TSI Fe 58% index fell  
10 cents to $121.90/t. The Metal Bulletin Fe 62% index rose 56 cents to $131.97/t, 
while its Fe 58% index fell 65 cents to $116.18/t. The Mysteel Fe 62% Index rose 
25 cents to $130.75/t, while its Fe 58% index printed at $120.50/t.   

Base metals LME 3-month               

   Open Close High Low Daily change Change (%) Cash Settle Change in cash Cash - 3m 

Aluminium 1,843 1,854 1,856 1,837 11 0.60% 1,791.00 2 -46.10 
Copper 7,250 7,245 7,274 7,177 -5 -0.06% 7,171.00 23 -28.50 
Lead 2,059 2,062 2,070 2,044 3 0.16% 2,028.00 1 -27.25 
Nickel 13,940 13,960 14,071 13,818 20 0.14% 13,840.00 280 -79.00 
Tin 23,715 23,675 23,820 23,322 -40 -0.17% 23,675.00 700 -37.00 
Zinc 1,874 1,876 1,880 1,864 2 0.12% 1,829.00 -2 -40.00 
Energy 
   Open Close High Low day/day Change (%) ATM 1m vol ATM 6m vol ATM 1y vol 
ICE Brent 109.64 109.40 109.73 109.38 -0.28 -0.26% - - - 
NYMEX WTI 103.16 102.92 103.21 102.85 -0.11 -0.11% - - - 
ICE Gasoil 926.50 926.50 926.50 926.50 0.25 0.03% - - - 
API2 Q4'13 - 78.10 - - 3.40 - - - - 

          
  

 AM Fix PM Fix High bid Low offer Closing bid Change (d/d) EFP's   
Gold 1,311.00 1,323.50 1,329.00 1,317.90 1,324.00 14.00 -0.4/0   
Silver - 22.35 22.45 21.91 22.33 0.60 -2/0   
Platinum 1,385.00 1,386.00 1,402.00 1,383.60 1,400.00 11.00 +1.5/+3.5   
Palladium 697.00 697.00 705.00 695.00 703.00 4.00 +0.0/+1.0   

Focus: Thermal coal—looking for a better Q4 
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Focus — Thermal coal: looking for a better Q4 

Thermal coal dynamics proved most interesting in Q3:13:  
the Drummond’s 54-day strike, impacting c.4mt; the threat of a 
Fenoco (45mtpa) rail strike; German elections potentially levering 
the Greens Party into a stronger position, impacting European 
emission prices; signs of a synchronised global economic recov-
ery; the threat of a 3-day Coal of India strike (4mt); the Indian 
rupee devaluation to a 68.8:1 peak; a hotter-than-usual Chinese 
summer; and a freight dislocation rally led by capes causing CFR 
& FOB spreads to widen. All this served to push and pull at 
prices in Q3. API2 & API4 fell just c.$3/t. Newcastle bore the 
brunt of a larger c.$9/t fall, no longer supported by regional Asian 
(ex-China) contract demand, given the overarching Pacific over-
supplies.   

For the Atlantic  

For Q4:13 API2, seasonal winter residential demand patterns 
can be expected to rise, compared to the Q3 summer holiday 
season, together with some bottoming in European industrial 
demand. However, the ongoing rise of EU wind/solar/renewable 
power alternatives and power plant closures, coupled with rising 
regional nuclear/gas and imported gas competition, plus fewer 
supply disruptions from Colombia’s coal sector (+5mt q/q), will 
make any significant rally in thermal prices difficult, unless the 
current Baltic cape freight rally doubles again from c.$30,000/
day. Merkel’s choice of post-election coalition partner could be 
the quarter’s wild card if her choice impacts on emissions pricing 
policy.  

The 2-3 year price outlook remains relatively glum, given: the 
European move away from a high “C” energy mix towards re-
newables; structurally weakening industrial demand and rising 
Colombian supplies (+10-15mt), with Russia remaining in the 
wings, ahead of the US; and with RBCT supplies a memory.  

For the Pacific  

For the Pacific, Q4 will be largely be dictated by the strength of 
underlying Asian winter restocking momentum, particularly the 
timing of China’s winter onset and the level of northern disloca-
tion to its own production rates. Although we don’t expect a con-
tinuation of Chinese power demand growth at 13% y/y, as in 
August, we do expect growth in the 7-8% y/y range. India’s rupee 

Pacific thermal coal prices 

Sources: McCloskey, Bloomberg; Standard Bank Research 

Base metals 

The Chinese have made a very low-key return to the market following the National Day holidays, with much of the base metal 
market in London for LME week meetings. Volumes have picked up, however, and overall the complex has rallied heading into 
the early afternoon. The reasons being cited, such as a steady Chinese Services PMI, or the very modest weakening in the 
dollar, do seem pretty tenuous. 

Copper has rallied back towards $7,290 during the pre-market, with a noticeable increase in turnover. Interestingly, Chinese 
activity has been rather muted, with the SHFE market seeing open interest increase by only 0.7% as participants slowly return 
to the market. Meanwhile, the SHFE-LME arbitrage, which had been open prior to the holidays, has since closed again. Inven-

movements appear to have calmed, although the 
economy is far from strong, with India’s government 
struggling to pump-prime due to high debts and infla-
tion. Freight rates need to plateau, too, before the 
Indians feel comfortable to re-stock, with the Coal of 
India strike postponed until Dec’13. Newcastle Q4 
quarterly contract benchmark negotiations between 
Glencore and Tohoku Electric are expecting to settle 
in the range of $82-85/t FOB, vs. $92/t in Q2 and 
$89.95/t in Q3. 

The Pacific’s longer-term outlook remains caught be-
tween several large elephants, including Indonesian & 
Chinese supply momentum and Chinese/Indian im-
port arbitrage dynamics. China is beginning to indi-
cate a move away from LT coal consumption (2017’s 
total energy mix, aiming to fall from 70% to 65%), 
which will also impact LT growth projections. India is 
far from an affordable position to follow suit this dec-
ade; however, yet may only support 5-10mtpa of im-
ported demand growth until the end of this decade. 

We expect API2 and Newcastle front month prices to 
average $82/mt and $87in Q4:2013. 

By Melinda Moore 
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tory-wise, a the main activity has been a large 5,475 mt jump in cancelled warrants in Antwerp, while large outflows have 
emerged in Asian warehouse locations with 3,150 mt exiting Johor and 2,550 mt leaving Singapore. 

Aluminium has rallied back towards $1,870, with a wave of buying interest around 8am appearing to trigger stops. Aside from 
that flurry of activity, however, the metal has been pretty dull and has quickly settled back into sideways trading heading into 
the afternoon. Elsewhere, zinc and lead have also rallied over the course of Monday morning; however, they have tended to 
track copper. Nickel is drifting sideways on very thin turnover, while tin continues to grind higher amid uncertainty and ongoing 
concern regarding availability of the metal from Indonesia.  

By Leon Westgate 

 

Bulks 

China’s HSBC Services PMI fell from 52.8 in August to 52.4 in September, compared with China’s official version which rose 
from 53.9 in August to 55.4 in September, suggesting the recent construction surge has been weighted towards SOEs over 
smaller companies despite the government efforts to improve conditions for SMEs.  

Shanghai Equities rose 1.08% to 2198 points, after stronger holiday retail and property sales, with Beijing new home sales 
almost doubling y/y. Shanghai 7-day interbank rates fell to 3%, after the PBOC sold RMB65bln in reverse repos to help stabi-
lise rates.  

China’s steel sector PMI’s fell 4.2 pts m/m to 49.2, swinging back into contractionary territory, highlighting the demand drop 
behind recent price falls.  

Shanghai Rebar Futures Oct-13 closed off RMB 31/t at RMB 3,411/t, while the Jan-14 active contract rallied up RMB 12/t at 
the close to end at RMB 3,599/t. Dazong HRC Dec-13 futures fell RMB 5/t to close at RMB 3,540/t.  

Among physical steels, Tangshan billet dropped another RMB 20/t to RMB 2,090/t in the afternoon. Rebar prices traded un-
changed in both Beijing and Shanghai despite Typhoon Fitow hitting Eastern Chinese ports and Beijing being impacted by 
heavy smog. HRC prices were flat in Beijing and Shanghai vs. pre-holiday levels, in the range of RMB 3480-3540/t. Shagang 
reduced its Oct HRC list prices by RMB 200/t.  

The World Steel Association is predicting that China’s apparent steel consumption growth rates will drop from 6% in 2013 
(700mt) back to 3% next year (721mt), noting that 3% growth for 2013 was CISA’s original forecast too, predicting that as 
China rebalances its economy, somehow the country would become less steel-intensive. If China consumes only 21mt of steel 
additional, then all our IO price forecast upgrades will need to be downgraded – since we are predicting consumption rates 
closer to double that. 

Among physical iron ore, RioT closed a PB fines Fe 61.4% tender at $131.25/t, together with a Palabora Fe 60% concentrate 
cargo at $121.50/t to a mill in Hunan. Other trades were in short supply, with the market in “wait and see” mode. globalOre was 
offering a Fe 62% MNP bucket cargo at $132.30/t, with bids at $127/t, while CBMX saw no trades, with only offers in the sys-
tem.  

The TSI Fe 62% China CFR price index rose 30 cents to $131.70/t. The Platts Fe 62% index increased by 75 cents to 
$131.50/t, while the TSI Fe 58% index fell 10 cents to $121.90/t. The Metal Bulletin Fe 62% index rose 56 cents to $131.97/t, 
while its Fe 58% index fell 65 cents to $116.18/t. The Mysteel Fe 62% Index rose 25 cents to $130.75/t, while its Fe 58% index 
printed at $120.50/t.   

In IO supply news, Bamin has been granted the right to use Vale’s FCA rail from Licinio de Almeida into Tubarao port for its 
20mtpa Pedra de Ferro project. Black Iron has been given approval by Serbia’s Commission for the Protection of Competition 
to have Ukraine’s Metinvest inject $20m into the company to develop its 9.2mtpa Shymanivske IO concentrate project.  

The Baltic Exchange Cape index rose 1.3% to $38,865/day, with C3 at $29.05/t and C5 at $13.53/t. Forward cape markets are 
off today.  

For Q4:13 thermal coal prices, API 2 is trading at $/t; API 4 is trading at $/t; while Newcastle is trading at $/t. Guangzhou port 
stocks have fallen to 2.77mt w/w, off 1.9%; however, overall port stocks are up 3% w/w at 14.37mt. Physical SA 5500 NAR 
cargoes are reputedly trading at $78/t Southern China, with domestic prices relatively stable. Daqin’s maintenance will begin 
tomorrow until 29th October, taking out 15% of daily capacity or c.0.25mt/day.  

Coking coal spot prices are trading in the $146-150/t Qld FOB range. Shanxi Coking Coal has raised its coking coal prices by 
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RMB 20-30/t for October. Longmei has increased its prices by RMB 30/t, while Huanbei and Hauinan have raised their prices 
by RMB 20/t. CC Port stocks have fallen 0.9% w/w to 7.9mt. Pingmei has raised its coke prices by RMB 20-40/t for its 1st and 
2nd grade coke products.  

On the Dalian Exchange, Jan-14 coke traded up RMB 13/t d/d at RMB 1557/t, while HCC prices closed flat at RMB1,137/t for 
the first day back since 30 September.  

By Melinda Moore 
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Base metals 

Precious metals 

Energy 

Sources: Standard Bank; LME; Bloomberg 

Daily LME Stock Movement (mt)               

Metal Today Yesterday In Out 
One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 
Cancelled 

warrants (%) 
Contract 
turnover 

Aluminium 5,354,025 5,360,475 0 6,450 -6,450 143,975 1,902,875 35.54 255,295 
Copper 523,425 525,925 400 2,900 -2,500 203,375 258,775 49.44 99,130 
Lead 237,300 237,800 0 500 -500 -83,025 60,575 25.53 62,319 
Nickel 227,928 227,562 522 156 366 88,020 50,928 22.34 73,013 
Tin 13,195 13,195 0 0 0 370 3,510 26.60 8,694 
Zinc 1,009,075 1,013,025 0 3,950 -3,950 -211,675 571,800 56.67 105,874 
 Shanghai 3-month forward prices  COMEX active month future prices  
Metal Open Last 1d  Chnge    Open Close Change Change (%) 
Aluminium 14,370 14,365 80  Ali Sep'13 - - - - 
Copper 52,560 52,380 -190  Cu Sep'13 330 329.80 0.15 0.05% 
Zinc 14,700 14,720 -95       

ZAR metal prices 
 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 
Cash 17,964 71,925 20,341 138,815 237,460 18,345 10.0300 
3-month 18,851 73,664 20,965 141,938 240,716 19,074 10.1675 

Energy futures pricing Price Change Price Change Price Change Price Change Price Change 
 1 month 2 month 3 month 6 month 1 year 

Sing Gasoil ($/bbbl) 123.36 0.89 122.30 1.01 121.68 0.85 120.47 0.95 118.80 -0.04 
Gasoil 0.1% Rdam ($/mt) 926.50 0.25 924.25 -1.75 921.50 -1.25 911.75 -0.50 895.50 6.00 
NWE CIF jet ($/mt) 990.27 3.92 989.21 5.29 988.21 5.44 982.42 -1.24 968.23 6.13 
Singapore Kero ($/bbl) 122.58 0.75 122.53 0.94 122.18 0.85 120.91 0.96 119.08 0.89 
3.5% Rdam barges ($/mt) 585.06 -2.19 581.73 -1.12 580.11 -0.15 582.06 1.36 574.81 3.96 
1% Fuel Oil FOB ($/mt) 598.78 -0.22 601.48 0.18 605.23 0.64 609.75 1.61   
Sing FO180 Cargo ($/mt) 611.65 -3.28 605.60 -2.50 605.05 -0.64 606.19 1.87   
Thermal coal Q4 13 Q1 14 Q2 14 Cal 14 Cal 15 
API2 (CIF ARA) 78.10 3.40 80.55 2.55 82.70 2.55 83.90 2.45 90.05 3.50 
API4 (FOB RBCT) 74.45 78.15 77.75 80.65 79.90 82.10 80.95 82.25 86.05 86.05 
            

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.09500 0.10667 0.11667 0.13000 0.17500   
Silver 0.62000 0.61600 0.61800 0.61200 0.56800   
USD Libor 0.17380 0.21400 0.24335 0.36575 0.62085   
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day MA 200-day MA Support Resistance 
Gold 47.86 1,320.47 1,327.22 1,336.25 1,452.64 1,321.69 1,328.82 
Silver 51.13 21.80 22.00 21.49 24.76 22.23 22.47 
Platinum 44.15 1,400.25 1,421.68 1,444.91 1,512.51 1,397.62 1,406.32 
Palladium 46.75 714.71 712.14 722.22 725.84 702.85 706.20 
Active Month Future COMEX GLD COMEX SLV NYMEX PAL NYMEX PLAT DGCX GLD TOCOM GLD CBOT GLD 

        
Settlement 1,325.40 22.3600 705.50 1,401.90 1,325.60 4,138.00 1,324.90 
Open Interest 369,714 115,042 36,099 59,725 604 104,893 311 
Change in Open Interest 904 711 30 51 -204 8 0 
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Bulks 

Sources: Standard Bank; LME; Bloomberg 

 Percentage change 
Steel—Physical 1-day 1-week 1-month 3-month 6-month 1-year 
Turkish Scrap 80:20 (Iskinderun CFR) $/t 355.28 - -0.56% -4.27% 0.22% -9.26% 0.90% 

China Tangshan Steel Billet $/t 495.00 - - -3.51% -0.80% -3.70% -6.25% 

China HRC export (Shanghai FOB) $/t 545.00 - - -1.45% 7.92% -5.22% 5.21% 

North Europe HRC domestic (ex-works) $/t 455.00 - - 1.11% 4.00% -6.67% -5.70% 

North America HRC domestic (Midwest FOB) $/t 639.00 - 0.47% -2.29% 1.43% 3.90% 6.15% 
Steel—Futures               

LME Billet Cash $/t 210.00 - - 35.48% 47.37% 31.25% -40.97% 

LME Billet Futures (1-mth) $/t 213.00 - -0.47% 35.67% 45.89% 31.08% -40.34% 
LME Steel Billet Stocks—change -1,105.00 - - - - - - 

Shanghai Rebar Futures (Active contract) $/t 555.01 -1.52% -1.52% -0.40% 7.66% -7.45% -5.19% 

Shanghai Rebar Futures O/W Stocks—change 2,345 - - - - - - 

Iron ore               

China Iron Ore Fines (62% Fe; CFR Tianjin) $/t 131.40 - - -2.52% 7.79% -4.51% 19.02% 

China Iron Ore Fines (58% Fe; CFR Tianjin) $/t 122.00 - - -2.79% 7.77% -4.98% 18.22% 

SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 129.58 - -0.13% -3.79% 6.92% -6.16% 15.26% 

China Iron Ore Inventory (million tonnes) 70.08 - - -2.16% -3.16% 3.12% -24.29% 

Coking coal               

Premium Hard Coking Coal (Qld FOB) $/t 151.00 0.00% 0.00% 1.31% 9.42% -8.48% -2.58% 

Capesize freight               

Tubarao Brazil-Beilun China (C3) - - - - - - - 

Pilbara Australia-Qingdao China (C5) - - - - - - - 

Saldanha South Africa-Beilun China 22.75 - 1.11% 22.97% 68.52% 72.35% 52.17% 

Tubarao Brazil to Rotterdam Europe  - - - - - - - 

Saldanha South Africa-Rotterdam Europe - - - - - - - 

        

Latest Price 

SHFE Rebar - Total Volume 2,684 - - - - - - 

China Steel Inventory (million tonnes) 14.44 - - -0.80% -9.56% -30.83% 12.15% 

SHFE Rebar - Open Interest  13,980 - - - - - - 

China 7-day repo 4.3890 3.3% 3.3% 22.9% 18.6% 33.6% 14.6% 

Financials pricing               

RMB Currency 6.1186 -0.05% -0.05% -0.04% -0.25% -1.37% -2.68% 

SGX AsiaClear IO Swaps 62% Fe—Open interest 36,822 - - - - - - 

Shanghai Equities Composite 2,186.2986 0.53% 0.53% -1.18% 11.64% -1.14% 5.39% 
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Disclaimer 

THIS COMMUNICATION MAY CONTAIN RESEARCH. SUCH RESEARCH IS A MARKETING COMMUNICATION:  

It is not investment research as it is not the result of financial analysis and has not been prepared in accordance with legal requirements de-
signed to promote investment research independence. 

Additional information with respect to any security referred to herein may be made available on request. This material is for the general infor-
mation 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, finan-
cial 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 in-
tended 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 pre-
vent 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 research material 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 com-
panies covered in its research reports including Research 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 arrange-
ments for the prevention and avoidance of conflicts of interest. Further disclosures required under the FCA Conduct of Business Source-
book 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 pre-
sented in the other sections of this communication were obtained or derived from sources SBG believes are reliable, but SBG makes no repre-
sentations 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 spe-
cific 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 in-
volves risk, including the risk of capital loss. Past performance is no guide to future performance. In relation to securities denominated in for-
eign 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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tial Regulation Authority (“PRA”) and regulated by the Prudential Regulation Authority (PRA “) and the Financial Conduct Authority (“FCA”). 
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In jurisdictions where SBG is not already registered or licensed to trade in securities, transactions will only be effected in accordance with ap-
plicable securities legislation, which will vary from jurisdiction to jurisdiction and may require that the trade be made in accordance with appli-
cable exemptions from registration or licensing requirements.  

Please note that this report was originally prepared by SBG for distribution to SBG market professionals and institutional investor customers. 
Recipients who are not market professionals or institutional investor customers of these firms should seek the advice of their independent 
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