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Base metals LME 3-month               

 
 Close High Low Daily change Change (%) Cash Settle Change in cash 

settle Cash - 3m 

Aluminium 2,416 2,408 2,445 2,410 21 0.88% 2,390.50 -15 -32.00 
Copper 8,860 8,732 9,005 8,845 -40 -0.46% 8,851.00 -188 -20.75 
Lead 2,276 2,255 2,332 2,274 49 2.22% 2,278.00 -67 -11.00 
Nickel 21,654 21,210 22,050 21,500 -45 -0.21% 21,605.00 -695 -43.00 
Tin 23,000 22,755 23,700 23,100 270 1.20% 23,125.00 -650 -75.03 
Zinc 2,135 2,101 2,185 2,125 9 0.43% 2,095.50 -53 -28.00 

Energy 
   Open Close High Low day/day Change (%)    
ICE Brent 104.20 106.16 106.58 103.80 3.59 3.38%    
NYMEX WTI 81.90 82.25 82.69 80.71 2.95 3.59%    
ICE Gasoil 884.50 900.25 900.75 882.00 14.00 1.56%    
API2 Q3'11 125.45 125.50 - - 0.05 0.04%    

ICE EUA Dec’11 11.82 11.37 - - -0.45 -3.81%    

Precious metals 

 AM Fix PM Fix High bid Low offer Closing bid Change (d/d) EFP's   
Gold 1,770.00 1,736.00 1,777.50 1,716.00 1,739.50 29.00 2.3/2.7   
Silver - 38.18 39.60 37.88 37.85 -1.46 0.0/2.0   
Platinum 1,757.00 1,734.00 1,750.00 1,708.00 1,745.00 -45.00 1.5/3.5   
Palladium 747.00 735.00 730.00 709.00 730.00 -95.00 0.0/1.0   

Focus: Focus: Rmb appreciation and Chinese copper activity 
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Focus: A key feature of the Chinese market in recent days has been the appreciation of the 
Rmb, whose strength has noticeably accelerated. This is having, and will continue to have a 
significant impact on arbitrage ratio’s for copper, lead, zinc and aluminium.  

• The gold physical market seems to believe that gold will move still higher soon. This, 
combined with seasonal demand which should start picking up soon too, is providing 
good physical demand for gold and silver. 

• Comments from the Fed last night have helped sooth the markets, with interest rates 
set to remain near a record low until 2013. Comments that US recovery is considera-
bly slower than expected weren't quite so positive however, raising concerns of a 
double dip recession in the US. Nevertheless the metals have continued to rally, 
though turnover across the board, is much lower than in previous days with the base 
metals complex in consolidation mode.  

• Oil ended yesterday lower after another day of volatile trading. WTI and Brent fell by 
$2.01/bbl and $1.17/bbl respectively. However, the term structures for Brent and WTI 
nevertheless strengthened, and the front-end of Brent structure shifted back into 
backwardation again. As we noted yesterday, we believe that term structures are in 
general much more firmly anchored to market supply and demand fundamentals. 
Product cracks weakened across the barrel, which dragged refining margins lower — 
but they still remained at a healthy level. 
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Base Metals 

Comments from the Fed last night have helped sooth the markets, with interest rates set to remain near a record low until 
2013. Comments that US recovery is considerably slower than expected weren't quite so positive however, raising concerns of 
a double dip recession in the US. Nevertheless the metals have continued to rally, though turnover across the board, is much 
lower than in previous days with the base metals complex in consolidation mode.  

Copper rallied strongly overnight, briefly trading above $9,000 before drifting back towards $8,880, where it ha been trading 
most of the day. Turnover is decent by any normal standards, but is well below recent levels of activity.  

Both Zinc and Lead have rallied on the SHFE overnight, with both metals appearing to have finally found a floor to prices, in 
Rmb terms at least, after recent aggressive selling. This should help to lend support to LME prices, with both LME contracts 
rallying around 3.5% apiece this afternoon, heading into US trade. LME on-warrant lead stocks meanwhile fell by 1,900 mt this 
morning, following a 2,000 mt jump in cancelled warrants in Port Klang, Malaysia.  

Nickel and tin have also rallied strongly, climbing 4% and 5% respectively, over the course of Wednesday morning, wit short 
covering exacerbating some of the movement.  

Aluminium has also managed to rally ahead of US trade, though the main feature in the market has been a 194,725 mt in-
crease in on-warrant stocks. Pacorini warehouses in Vlissingen were the centre of the activity, with stocks there gaining 
195,850 mt. This follows on from a similar increase in late July and was not unexpected.  

By Leon Westgate 

Focus: Rmb appreciation and Chinese copper activity 
both step up a gear  

A key feature of the Chinese market in recent days has been 
the appreciation of the Rmb, whose strength has noticeably 
accelerated. This is having, and will continue to have a signifi-
cant impact on arbitrage ratio’s for copper, lead, zinc and 
aluminium.  

Rmb appreciation may also have a psychological effect on 
Chinese consumers, in so far as continued expectations of 
further currency strength removes an element of time pres-
sure from restocking/purchasing decisions. Nevertheless, 
while Rmb appreciation has impacted on the SHFE-LME cop-
per arbitrage ratio, outright price still appears to be the ulti-
mate decider in terms of how active the Chinese are.  

In that regard, its worth noting the increase in July imports of 
copper and products, which gained for a second month to 
come in at 306,626 mt. The figure is still down 11% in y-o-y 
terms, however, and represents steady rather than spectacu-
lar demand for refined metal imports. Increased domestic 
production and continued good scrap availability meanwhile 
continue to fill the gap left by lower imports 

While the SHFE-LME arbitrage was open sporadically during 
the June/July period, the key behind the higher imports ap-
pears instead to have been the increase in physical premi-
ums in Shanghai. Rather than represent restocking activity, 
higher physical premiums appear to have seen participants 
look to import metal into China to benefit from high premiums 
and the solid hand to mouth activity seen at the time. 

With prices rallying strongly late last month, activity dropped 
and Shanghai premiums fell. Anecdotal reports suggest 
bonded stockpiles increased by 50-100kt during this time as 
participants held out for premiums to firm up again. With cop-

Spot Rmb—USD exchange rate 

per prices falling heavily in recent days however, Chinese 
activity and physical premiums have picked up once again, 
with premiums for good quality bonded material trading back 
around the $110 mark, from the $60-$90 level seen around 
mid-July. This highlights the price sensitive nature of Chinese 
consumers and suggests that the recent price fall and conse-
quent buying activity will likely make a sizeable dent in 
bonded stocks once again. Whether this activity will be sus-
tained is another matter entirely however.  

Rmb appreciation will slowly help to increase the US$ price 
level that copper imports become attractive, relative to SHFE 
prices, which should ultimately help support US$ prices for 
the metal. However, until Chinese lending normalises, it ap-
pears that opportunistic buying looks set to be the order of 
the day. The longer that fears over the US and Europe rum-
ble on however, the more likely it is that the dips needed  to 
entice Chinese buyers will become deeper and deeper over 
time too.  

By Leon Westgate 



3 
Commodities  

Commodities Daily —  10 August 2011 

Energy 

Oil ended yesterday lower after another day of volatile trading. WTI and Brent fell by $2.01/bbl and $1.17/bbl respectively. 
However, the term structures for Brent and WTI nevertheless strengthened, and the front-end of Brent structure shifted back 
into backwardation again. As we noted yesterday, we believe that term structures are in general much more firmly anchored to 
market supply and demand fundamentals. Product cracks weakened across the barrel, which dragged refining margins lower 
— but they still remained at a healthy level. 

The Fed surprised the market by pledging to keep a near-zero benchmark rate till mid-2013. Consequently, 2-year and 5-year 
treasury yields dropped to record lows. Equity markets sold off initially following the Fed’s announcement, but ended yesterday 
strongly, with the S&P 500 index up 4.74%.  

The API reported US weekly oil inventories changes for crude/gasoline/distillates at -5.2/-1.0/-0.6MB w/w. It is surprising to see 
such a big fall in US oil inventories, which appears to be a combined effect from lower imports and higher demand. The com-
bined inventories for crude, gasoline and distillates reported API are now 12MB below the total reported by DOE last week. 
Crude inventories at Cushing fell by 1.4MB, to the lowest level since December last year, which strengthened the WTI struc-
ture.  

Over the last two days, yields of sovereign bonds from the peripheral Eurozone countries and Italy fell sharply on the back of 
the ECB’s bond purchase. The Fed has also shown its willingness to support the market. The net result of the central bank 
intervention over the past two weeks is a further increase in liquidity. When the dust settles and inventors start to take on risk 
across different asset classes again, oil is likely to be an investor favourite as one of the commodities with the strongest funda-
mentals. 

By James Zhang 

Precious metals 
The gold physical market seems to believe that gold will move still higher soon. This, combined with seasonal demand which 
should start picking up soon too, is providing good physical demand for gold and silver. 
On the monetary policy front, the Fed has indicated that short-term interest rates would stay low for longer. Low real interest 
rates are key support for many commodities, including gold. While low real interest rates should support precious metals in 
general, we believe that the impact of real interest rates is secondary to the impact global liquidity has on especially the gold 
price. 
As far as QE3 is concerned, our base case has always been that QE3 is improbable (but not impossible). However, the recent 
shift in sentiment about the global economy, combined with policy uncertainty, has increased the probability of QE3. 
The forward-looking US Taylor Rule (which weighs the Fed’s dual mandate of growth or employment and inflation to form a 
view on where the Fed funds rate may be set) indicates that the US economy remains weak enough to justify negative nominal 
interest rates well into 2012. Because nominal interest rates cannot be negative, the only policy tool the Fed has, is to print 
more money. After QE1 and QE2, asset prices rose. QE3 would be no different. Of all commodities, we find that precious met-
als, especially gold, benefit the most from rising liquidity. 
Gold support is at $1720 and $1700. Resistance is at $1779 and $1,800. Silver support is at $36.5 and $35.5. Resistance is at 
$39.10 and $40.65. 
 By Walter de Wet 
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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 4,580,800 4,394,825 195,850 9,875 185,975 303,750 311,775 6.81 385,114 
Copper 464,025 464,700 500 1,175 -675 86,475 9,000 1.94 192,384 
Lead 309,825 310,475 100 750 -650 101,550 11,150 3.60 63,169 
Nickel 102,876 102,582 378 84 294 -32,796 6,006 5.84 46,638 
Tin 22,580 22,600 0 20 -20 6,305 1,045 4.63 10,013 

Zinc 882,425 883,850 0 1,425 -1,425 181,000 108,700 12.32 124,591 
 Shanghai 3-month forward prices  COMEX active month future prices  
Metal Open Last 1d Change    Open Close Change Change (%) 
Aluminium 16,985 17,110 -425  Ali Sep'11 - - - - 
Copper 67,460 67,620 -1,450  Cu Sep'11 412 410.10 -1.60 -0.39% 
Zinc 16,655 16,695 -600       
ZAR metal prices 
 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 
Cash 17,546 66,226 17,494 165,608 185,199 16,380 6.9350 
3-month 16,905 63,549 16,595 158,223 171,156 15,467 7.0290 

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 ($/bbbl) 124.14 -2.53 121.82 -2.98 121.83 -3.02 - -   
Gasoil 0.1% Rdam ($/mt) 905.25 -7.25 905.25 -7.25 904.75 -6.75 905.00 -6.50   
NWE CIF jet ($/mt) 1,002.67 -19.43 996.82 -23.42 1,001.17 -22.50 1,009.83 -23.00   
Singapore Kero ($/bbl) 125.55 -2.61 123.37 -3.03 123.73 -3.02 124.31 -3.02   
3.5% Rdam barges ($/mt) 615.75 -8.00 607.00 -7.75 602.75 -7.50 598.00 -6.75   
1% Fuel Oil FOB ($/mt) 636.75 -6.00 632.00 -6.50 631.25 -6.50 634.25 -6.00   
Sing FO180 Cargo ($/mt) 639.75 -7.50 636.00 -7.50 633.00 -7.50 628.25 -7.00   

           
Thermal coal Q4-11 Q1-12 Cal 12 Cal 13 
API2 (CIF ARA) 124.70 0.40 126.50 0.20 128.10 0.10 128.60 -0.10 132.25 -0.10 
API4 (FOB RBCT) 118.20 0.10 121.80 0.10 123.30 -0.10 124.00 -0.30 127.05 -0.10 

Q3-11   

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.34250 0.35750 0.37750 0.41750 0.44000   
Silver 0.40500 0.36250 0.29250 0.20500 0.03000   
USD Libor 0.20550 0.23494 0.27161 0.44278 0.76472   
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day MA 200-day MA Support Resistance 
Gold 74.37 1,670.98 1,636.17 1,531.87 1,457.96 1,720.00 1,760.00 
Silver 50.51 39.35 39.59 38.41 34.25 38.66 40.69 
Platinum 48.59 1,760.30 1,770.45 1,775.85 1,767.02 1,720.00 1,760.00 
Palladium 45.51 780.96 791.79 766.79 766.36 722.00 747.00 
Active Month Future COMEX GLD COMEX SLV NYMEX PAL NYMEX PLAT DGCX GLD TOCOM GLD CBOT GLD 

 Aug'11 Sep'11 Oct'11 Oct'11 Aug’11 Jun'12 Aug'11 
Settlement 1,665.00 41.6650 786.80 1,785.00 1,662.90 4,246.00 1,667.50 
Open Interest 529,373 120,385 25,086 35,099 5,124 133,391 2,034 
Change in Open Interest -5,754 676 -13 482 -109 -1,497 20 



5 
Commodities  

Commodities Daily —  10 August 2011 

Disclaimer 
Email subs@standardbank.com if you would like to receive Standard Bank research. Please supply your email-address in the body of 
the email.  

Certification 

The analyst(s) who prepared this research report (denoted by an asterisk*) hereby certifies(y) that: (i) all of the views and opinions ex-
pressed in this research report accurately reflect the research analyst's(s') personal views about the subject investment(s) and issuer(s) 
and (ii) no part of the analyst’s(s’) compensation was, is or will be directly or indirectly related to the specific recommendations or views 
expressed by the analyst(s) in this research report. 

Conflict of Interest 

It is the policy of The Standard Bank Group Limited and its worldwide affiliates and subsidiaries (together the “Standard Bank Group”) that 
research analysts may not be involved in activities in a way that suggests that he or she is representing the interests of any member of the 
Standard Bank Group or its clients if this is reasonably likely to appear to be inconsistent with providing independent investment research.  In 
addition research analysts’ reporting lines are structured so as to avoid any conflict of interests.  For example, research analysts cannot be 
subject to the supervision or control of anyone in the Standard Bank Group’s investment banking or sales and trading departments.  However, 
such sales and trading departments may trade, as principal, on the basis of the research analyst’s published research.  Therefore, the proprie-
tary interests of those sales and trading departments may conflict with your interests. Please note that one or more of the analysts that 
prepared this report sit on a sales and trading desk of the Standard Bank Group. 

Legal Entities 

To U. S. Residents 

Standard New York Securities, Inc. is registered with the Securities and Exchange Commission as a broker-dealer and is also a member 
of the FINRA and SIPC. Standard Americas, Inc is registered as a commodity trading advisor and a commodity pool operator with the 
CFTC and is also a member of the NFA. Both are affiliates of Standard Bank Plc and Standard Bank of South Africa. Standard New York 
Securities, Inc is responsible for the dissemination of this research report in the United States.  Any recipient of this research in the 
United States wishing to effect a transaction in any security mentioned herein should do so by contacting Standard New York Securities, 
Inc. 

To South African Residents 

The Standard Bank of South Africa Limited (Reg.No.1962/000738/06) is regulated by the South African Reserve Bank and is an Author-
ised Financial Services Provider. 

To U.K. Residents 

Standard Bank Plc is authorised and regulated by the Financial Services Authority (register number 124823) and is an affiliate of Stan-
dard Bank of South Africa.  The information contained herein does not apply to, and should not be relied upon by, retail customers. 

To Turkey Residents 

Standard Unlu Menkul Degerler A.S. and Standard Unlu Portfoy Yonetimi A.S. are regulated by the Turkish Capital Markets Board (“CMB”).  
Under the CMB’s legislation, the information, comments and recommendations contained in this report fall outside of the definition of invest-
ment advisory services. Investment advisory services are provided under an investment advisory agreement between a client and a brokerage 
house, a portfolio management company, a bank that does not accept deposits or other capital markets professionals. The comments and 
recommendations contained in this report are based on the personal opinions of the authors. These opinions might not be appropriate for your 
financial situation and risk and return preferences. For that reason, investment decisions that rely solely on the information contained in this 
presentation might not meet your expectations.  You should pay necessary discernment, attention and care in order not to experience losses. 

To Singapore Residents 

Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company(ies) within the past 12 
months. 

Principal is not guaranteed in the case of equities because equity prices are variable. 

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that. 

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors: 

The non-U.S. research analysts (denoted by an asterisk*) are not registered/qualified as research analysts with FINRA. The non-U.S. research 
analysts (denoted by an asterisk*) may not be associated persons of Standard New York Securities Inc. and therefore may not be subject to 
the NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities 
held by a research analyst account. Each analyst (denoted by an asterisk*) is a Non-U.S. Analyst. The analyst is a research analyst employed 
by The Standard Bank Group Limited. 

General 

This research report is based on information from sources that Standard Bank Group believes to be reliable. Whilst every care has been taken 
in preparing this document, no research analyst or member of the Standard Bank Group gives any representation, warranty or undertaking 
and accepts no responsibility or liability as to the accuracy or completeness of the information set out in this document (except with respect to 
any disclosures relative to members of the Standard Bank Group and the research analyst’s involvement with any issuer referred to above). All 
views, opinions and estimates contained in this document may be changed after publication at any time without notice. Past performance is 

not indicative of future results. The investments and strategies discussed here may not be suitable for all investors or any particular class of 
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investors; if you have any doubts you should consult your investment advisor. The investments discussed may fluctuate in price or value. 
Changes in rates of exchange may have an adverse effect on the value of investments. This material is not intended as an offer or solicitation 
for the purchase or sale of any financial instrument. Members of Standard Bank Group may act as placement agent, advisor or lender, make a 
market in, or may have been a manager or a co-manager of, the most recent public offering in respect of any investments or issuers refer-
enced in this report. Members of the Standard Bank Group and/or their respective directors and employees may own the investments of any of 
the issuers discussed herein and may sell them to or buy them from customers on a principal basis. This report is intended solely for clients 
and prospective clients of members of the Standard Bank Group and is not intended for, and may not be relied on by, retail customers or per-
sons to whom this report may not be provided by law. This report is for information purposes only and may not be reproduced or distributed to 
any other person without the prior consent of a member of the Standard Bank Group. Unauthorised use or disclosure of this document is 
strictly prohibited. By accepting this document, you agree to be bound by the foregoing limitations. Copyright 2011 Standard Bank Group. All 
rights reserved. 
AG/CD/00111 


