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Focus: Silver long-term support being tested — Silver is testing its long-term support, 
currently at $27.40/50, once again. This trendline support dates back to October 2008. The 
big question is whether silver will hold its support line or break lower and test the next sup-
port at $26.20. The $26.20 level has provided support three times this past year.  

• The Chinese economic data overnight showed a much greater-than-anticipated fall in 
inwards Foreign Direct Investment, coming in at -8.7% y/y in July compared to ex-
pectations of -2.5%. Europe has been cited as the main reason for the decline, 
prompting the Commerce Ministry to note that the weakness in Europe could make it 
hard to reach China’s 10% growth target for trade this year.  

• After yesterday’s lower-than-expected core CPI numbers in the US, gold managed to 
move above $1,600 once again. Precious metals volumes remain light and we ex-
pect gold to stick within the $1590—$1628 range. This is also reflected in the nearby 
implied vol that is drifting lower.  

Base metals LME 3-month               

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

Aluminium 1,858 1,836 1,862 1,837 -22 -1.18% 1,863.50 35 -36.00 
Copper 7,410 7,386 7,457 7,368 -25 -0.33% 7,567.00 167 1.00 
Lead 1,855 1,823 1,865 1,818 -32 -1.73% 1,899.00 31 -11.25 
Nickel 15,525 15,300 15,535 15,260 -225 -1.45% 15,660.00 205 -60.00 
Tin 18,101 18,025 18,449 18,025 -76 -0.42% 18,160.00 450 13.00 
Zinc 1,822 1,802 1,830 1,791 -20 -1.10% 1,847.50 24 -11.50 

Energy 

   Open Close High Low day/day Change (%) ATM 1m vol ATM 6m vol ATM 1y vol 

ICE Brent 116.30 116.20 116.66 115.86 -0.05 -0.04% - - - 
NYMEX WTI 94.21 94.34 94.61 93.93 0.01 0.01% - - - 
ICE Gasoil 978.25 977.50 979.75 974.50 8.50 0.87% - - - 
API2 Q3'12 95.40 95.60 - - 0.20 0.21% - - - 

       - - - 

  

 AM Fix PM Fix High bid Low offer Closing bid Change (d/d) EFP's   

Gold 1,607.00 1,611.00 1,606.00 1,595.40 1,604.00 -9.00 2.1/2.4   
Silver - 27.92 28.01 27.64 27.55 -0.21 -7/-5   
Platinum 1,405.00 1,410.00 1,403.00 1,395.00 1,393.00 -14.00 1.5/3.5   
Palladium 585.00 585.00 580.00 577.00 576.00 -9.00 0.0/1.0   
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Focus: Silver long-term support being tested 
Silver is testing its long-term support, currently at $27.40/50, 
once again. This trendline support dates back to October 2008.  

The big question is whether silver will hold its support line or 
break lower and test the next support at $26.20. The $26.20 
level has provided support three times this past year.  

We believe that there is a real risk that silver could break lower 
and retest the low $26/oz level. Industrial demand makes up 
almost 50% of silver demand and this demand remains weak. 
At the same time, we estimate that silver stocks in China are 
high (see Commodities Daily dated 3 July 2012). With stock-
piles high and still building, investment demand must take up 
the slack. Investment demand should improve in H2:12 
(compared to H1:12). However, the overhang of metal in China 
makes us believe that in order for silver to sustain a rally, we 
need to see (1) even lower net imports from China rather than 
higher net imports and (2) a pick-up in industrial demand. Cur-
rently, we see little evidence of either.  

One of our top picks, should the Fed provide more stimulus, is 
By Walter de Wet 

Base metals 

The base metals came under pressure on Wednesday, with a weaker euro and mixed US data weighing on prices generally, 
and with technical trading factors exacerbating the moves in some of the individual base metals. This morning, the metals 
have followed a similar pattern to Wednesday morning, with an initial rally overnight being quickly snuffed out. Weaker-than- 
anticipated Chinese FDI data and a weaker euro look to have eroded support, with the complex trading more or less around 
Wednesday’s closing levels heading into Thursday afternoon. 

The Chinese economic data overnight showed a much greater-than-anticipated fall in inwards Foreign Direct Investment, com-
ing in at -8.7% y/y in July compared to expectations of -2.5%. Europe has been cited as the main reason for the decline, 
prompting the Commerce Ministry to note that the weakness in Europe could make it hard to reach China’s 10% growth target 
for trade this year. Our G10 Analyst, Steven Barrow, notes that the weaker Chinese data and dollar strength is helping to keep 
the dollar/renminbi in a 6.35-6.40 range for the time being, but feels that there is scope for the dollar/renminbi rate to rise to the 
6.50 region this year. 

Expanding a little bit from yesterday’s focus section, a depreciation in the RMB to 6.50 would have some potentially interesting 
effects on the copper market. As well as driving further de-stocking by Chinese participants, inventories in bonds in China may 
well build even further if this particular currency scenario plays out as purchasing power falls and tonnage backs up. Realisti-
cally, China remains the main source of global copper demand, suggesting participants will be loath to deliver into the LME if 
they can possibly avoid it. On that basis, the ingredients for a backwardation on the LME may fall into place quicker than an-
ticipated, with a well stocked China sitting alongside a relatively tighter LME, though the market still seems to be lacking a trig-
ger for that event to take place. Either way, the second half of this year looks to be interesting for the copper market, albeit still 
rather uncertain. 

Lead continues to be dominated by the presence of a dominant position holder of cash and tom warrants. The latest LME data 
(14 August) indicates a dominant holder of cash and tom warrants (50-79% band), with this a key factor behind the recent 
tightness in the Tom/Next spread. It’s still not clear as to why the tightness emerged, however it’s worth noting that there was a 
period in mid-May (15th-17th) where 3-month prices fell around 5% over a three-day period, but on the back of nearly 22,000 
lots on LME Select (7,333 mt/day). Average daily turnover on LME Select so far this year is 4,535 lots, suggesting a large 
short position had been added at that time. In that regard, Tom/Next has since shifted from $10 backwardation two days ago 
to around $1.25 contango today. 

 

 

 

Silver spot price 

Sources: Bloomberg; Standard Bank Research 

silver (see Commodities Daily dated 20 June 2012). 
The next Fed FOMC meeting is 13 September. We 
doubt that silver will move much higher ahead of the 
FOMC meeting, but USD strength may well push silver 
lower in the meantime.  

As a result, we still believe that silver remains a sell into 
rallies for the next few weeks, with risk of silver retesting 
support, at around $26.00/oz. 

By Leon Westgate 
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Precious metals 

The PGM sector remains the focus of attention in the precious metals space, not because of price movements but because of 
the strike at Lonmin’s Marikana mine. There is no sign of the strike ending yet. Workers are demanding substantial salary in-
creases. As pointed out before, the market is well supplied with platinum and we doubt that there should be any substantial 
price rally on the back of the stoppages. But we also note that this adds further pressure on the cost base of PGM miners in 
general, which we estimate is already about 15% y/y. With a PGM basket price more than 25% below the incentive price of 
producers, production pressures remain.  

After yesterday’s lower-than-expected core CPI numbers in the US, gold managed to move above $1,600 once again. Pre-
cious metals volumes remain light, and we expect gold to stick within the $1590—$1628 range. This is also reflected in the 
nearby implied volatility that is drifting lower.  

While resistance for the metal is at $1,630, support is at $1,609 and $1,598. Silver is still finding strong resistance between 
$28.40 and $28.30. A break above $28.40 could see silver test 28.70. Support is at $27.72 and $27.32. 

 By Walter de Wet 



4 
Commodities 

Commodities Daily — 16 August 2012 

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 4,893,175 4,891,800 10,525 9,150 1,375 -77,225 1,720,950 35.17 180,431 
Copper 235,250 236,375 50 1,175 -1,125 -135,650 34,025 14.46 113,816 
Lead 320,850 321,125 0 275 -275 -32,225 33,725 10.51 48,733 
Nickel 115,056 115,404 0 348 -348 25,008 14,352 12.47 40,735 
Tin 11,640 11,640 0 0 0 -550 6,040 51.89 7,417 
Zinc 981,625 984,750 0 3,125 -3,125 159,925 133,550 13.60 105,396 
 Shanghai 3-month forward prices  COMEX active month future prices  
Metal Open Last 1d  Chnge    Open Close Change Change (%) 
Aluminium 15,270 15,240 -100  Ali Jul'12 - - - - 
Copper 54,760 54,540 -30  Cu Jul'12 336 335.95 -0.15 -0.04% 
Zinc 14,570 14,425 -180       
ZAR metal prices 
 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 
Cash 15,327 62,239 15,619 128,804 149,366 15,196 8.2250 
3-month 15,283 61,477 15,175 127,357 150,040 15,000 8.3240 

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 ($/bbbl) 128.19 1.04 128.97 1.73 127.92 1.57 128.19 1.27 125.37 0.98 
Gasoil 0.1% Rdam ($/mt) 977.50 8.50 977.50 8.25 974.00 7.75 964.50 7.50 935.00 7.00 
NWE CIF jet ($/mt) 1,041.74 5.92 1,052.58 10.50 1,048.88 10.93 1,036.80 9.30 1,019.10 6.59 
Singapore Kero ($/bbl) 128.80 1.05 129.92 1.63 129.17 1.50 128.19 1.25 125.78 1.01 
3.5% Rdam barges ($/mt) 633.77 4.24 642.25 7.50 639.50 7.75 633.00 7.75 619.25 6.50 
1% Fuel Oil FOB ($/mt) 687.98 3.53 695.00 6.75 688.50 7.50 674.00 8.25   
Sing FO180 Cargo ($/mt) 668.18 4.02 675.25 7.50 672.75 7.75 666.25 7.50   
Thermal coal Q3-12   Q4-12 Q1-13 Cal 13 Cal 14 
API2 (CIF ARA)           
API4 (FOB RBCT)           
            

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.31000 0.34600 0.37200 0.47200 0.52200   
Silver 0.52600 0.52400 0.50200 0.48000 0.39800   
USD Libor 0.23700 0.33300 0.43350 0.71815 1.04400   
Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day MA 200-day MA Support Resistance 
Gold 50.87 1,609.67 1,596.65 1,611.27 1,651.16 1,609.00 1,630.00 
Silver 48.83 27.78 27.50 29.11 30.68 27.72 28.70 
Platinum 44.38 1,405.60 1,408.08 1,487.96 1,531.30 1,390.00 1,410.00 
Palladium 46.79 581.21 578.55 617.05 640.99 575.00 585.00 
Active Month Future COMEX GLD COMEX SLV NYMEX PAL NYMEX PLAT DGCX GLD TOCOM GLD CBOT GLD 

 Aug'12 Jul'12 Jul'12 Jul'12 Aug'12 Apr'13 Aug'12 
Settlement 1,609.70 27.8550 584.00 1,410.40 1,607.50 4,051.00 1,613.00 
Open Interest 391,070 124,143 23,478 52,942 1,197 135,090 849 
Change in Open Interest 1,391 -360 -43 -209 137 -879 5 
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Disclosures 
Certification 

The analyst(s) who prepared this research report (denoted by an asterisk*) hereby certifies(y) that: (i) all of the views and opinions 
expressed 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 recommenda-
tions 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 inde-
pendent 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 proprietary interests of those sales and trading departments may conflict 
with your interests. 

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 opera-
tor 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 Stan-
dard 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 
Authorised 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 
Standard Bank of South Africa. The information contained herein does not apply to, and should not be relied upon by, retail custom-
ers. 

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 defini-
tion of investment advisory services. Investment advisory services are provided under an investment advisory agreement between a cli-
ent and a brokerage house, a portfolio management company, a bank that does not accept deposits or other capital markets profession-
als. 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 
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 impor-
tant 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 re-
search analyst employed by The Standard Bank Group Limited.. 

General 
For the purposes of this report Standard CIB refers to those divisions of Standard Bank Group Limited who are mainly involved in corpo-
rate and investment banking business and does not refer exclusively to any particular entities within Standard Bank Group. This research 
report is based on information from sources that Standard CIB believes to be reliable. Whilst every care has been taken in preparing this 
document, no research analyst or member of Standard CIB gives any representation, warranty or undertaking and accepts no responsibil-
ity or liability as to the accuracy or completeness of the information set out in this document (except with respect to any disclosures rela-
tive to members of Standard CIB and the research analyst’s involvement with any issuer referred to above). All views, opinions and esti-
mates contained in this document may be changed after publication at any time without notice. Past performance is not indicative of fu-
ture results. The investments and strategies discussed here may not be suitable for all investors or any particular class of 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 CIB 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 referenced in 
this report. Members of Standard CIB and/or their respective directors and employees may own the investments of any of the issuers 
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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 Standard CIB and is not intended for, and may not be relied on by, retail customers or persons 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 Standard CIB. Unauthorised use or disclosure of this document is strictly pro-
hibited. By accepting this document, you agree to be bound by the foregoing limitations. Copyright 2012 Standard Bank Group Limited. 
All rights reserved. AG/COM/00112 
 

**NOT INVESTMENT RESEARCH 

 

This document is intended as the authors' view and as such does not represent the views of Standard Bank Group. Please note that one 
or more of the authors that prepared this report sit on a sales and trading desk of the Standard Bank Group.  

Notice to US Residents: 

This is not a Research Report as that term is set out in Regulation AC of the Securities and Exchange Commission rules. As such it might 
not have been prepared in accordance with rules designed to promote independent investment research. 

Notice to EU and UK Residents: 

This document is not investment research. 

It is therefore constitutes a "marketing communication" as those terms are defined by the UK FSA Handbook, as it has not been prepared 
in accordance with the EU legal requirements designed to promote the independence of investment research. Whilst every care has been 
taken in preparing this document, no 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. All views, opinions and esti-
mates contained in this document may be changed after publication at any time without notice. Past performance is not indicative of fu-
ture results. The investments and strategies discussed here may not be suitable for all investors or any particular class of 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 persons to whom this report may not be provided by law. This report is for information purposes only and may not be repro-
duced or distributed to any other person without the prior consent of a member of the Standard Bank Group. Unauthorised use or disclo-
sure of this document is strictly prohibited. By accepting this document, you agree to be bound by the foregoing limitations. Telephone 
calls may be recorded for quality and regulatory purposes. Copyright 2008 Standard Bank Group. All rights reserved. Standard Bank Plc, 
20 Gresham Street, London EC2V 7JE. 

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. 


