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Focus: Tin’s forward structure is usually considered to be notoriously volatile owing to the 

illiquid character of the contract and the concentrated geographical nature of its production 

and storage. Besides late 2009, where the tin spread-stock relationship broke away from 

historical norms, the cash-3m spread to stock relationship is on a par with many of the other 

LME metals.  

• The Chinese interest rate cut announcement sparked a short-covering rally across most 

of the base metals complex during Thursday afternoon. However, downbeat comments 

from Fed Chairman Bernanke blunted the recovery in prices with the metal selling off 

again towards the close. 

• This morning, we are seeing some support for the complex despite a persistently strong 

dollar. This support is most likely coming from the physical market as buyers find current 

price levels once again more attractive. We could see continued support from physical 

markets keep prices relatively range-bound for now. However, we would not completely 

discount another leg down as US market open—with US equity futures in the red, it ap-

pears as if sentiment will remain gloomy. 

• Oil staged a strong rally during intraday trading but settled at a small loss yesterday. 

The swing was triggered firstly by the surprising news that China had cut the benchmark 

interest rate, and secondly a somewhat disappointing testimony by the Fed Chairman to 

the US Congress. Net for the day, WTI and Brent fell 20c/bbl and 71c/bbl respectively. 

Base metals LME 3-month               

 
  Open Close High Low Daily change Change (%) Cash Settle 

Change in 
cash settle 

Cash - 3m 

Aluminium 1,982 1,993 2,001 1,972 11 0.55% 1,947.00 2 -37.50 

Copper 7,462 7,495 7,585 7,365 33 0.44% 7,480.50 21 -7.00 

Lead 1,924 1,917 1,953 1,907 -7 -0.36% 1,916.00 9 -16.25 

Nickel 16,150 16,595 16,630 16,019 445 2.76% 16,450.00 390 -70.00 

Tin 19,750 19,950 20,050 19,575 200 1.01% 19,620.00 -285 80.00 

Zinc 1,889 1,909 1,916 1,872 20 1.06% 1,898.00 1 -5.75 

Energy 

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

ICE Brent 99.30 98.69 99.47 98.26 -1.24 -1.26% - - - 

NYMEX WTI 83.63 83.24 83.99 82.59 -1.58 -1.90% - - - 

ICE Gasoil 852.25 850.25 852.25 848.25 -8.50 -1.00% - - - 

API2 Q3'12 89.30 89.35 - - 0.05 0.06% - - - 

       - - - 

  

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

Gold 1,620.75 1,606.00 1,627.50 1,587.50 1,586.50 -46.50 0.8/1.2   

Silver - 28.22 29.66 28.45 28.58 -0.93 -6.5/-4.5   

Platinum 1,461.00 1,466.00 1,465.00 1,443.00 1,438.00 -26.00 1.5/3.5   

Palladium 625.00 629.00 630.00 622.00 624.00 -4.00 0.0/1.0   
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Focus: Tin spreads tightening up 

Tin’s forward structure is usually considered to be notoriously 

volatile owing to the illiquid character of the contract and the 

concentrated geographical nature of its production and stor-

age. Besides late 2009, where the tin spread-stock relationship 

broke away from historical norms, the cash-3m spread to stock 

relationship is on a par with many of the other LME metals.  

In the wake of recent warrant cancellations and stock with-

drawals in Asia, the cash-3m tin spread has started to tighten 

significantly. The spread is still within historical norms, given 

the level of on-warrant stock. However, it has jumped from the 

small contango it has occupied for most of this year, into a de-

cent backwardation.  

The distribution of LME tin inventory is such that 97% of both 

total and on-warrant inventories are in Asian warehouses. 

Within Asia, Johor in Malaysia, holds 88% of on-warrant stocks 

and 85% of cancelled warrants. It has been activity at this loca-

tion, including the sharp rise in cancelled warrants during the 

middle of May, that has been the main feature of the tin market 

and a key driver behind the fall in on-warrant stocks and tight-

ening in the cash-3m spread. 

Looking at historical patterns, the current backwardation is 

comfortably within normal levels given the on-warrant stock 

situation. However, there is scope for some protracted tight-

ness, particularly if further warrant cancellations are seen. Al-

though the weak economic outlook suggests stockholders may 

well be tempted to deliver against their shorts, outright tin 

prices are still around recent cycle lows and could be perceived 

as still offering good value. The backwardation may therefore 

tighten further before on-warrant stocks start to recover. 

By Leon Westgate 

LME tin cash-3m spread vs. on-warrant stocks.  

LME tin stocks by region 

By Leon Westgate 

Sources: LME; Standard Bank Research 

Base Metals 

The Chinese interest rate cut announcement sparked a short-covering rally across most of the base metals complex during 

Thursday afternoon. However, downbeat comments from Fed Chairman Bernanke blunted the recovery in prices with the 

metal selling off again towards the close. With Fitch playing catch up and downgrading Spain’s credit rating three notches to 

BBB overnight, and with reports that Spain is expected to request aid for its banking system as early as the weekend, the euro 

has come back under heavy pressure with base metal prices also continuing to fall heading into Friday afternoon.  

Copper saw decent turnover during overnight trade with participants happy to sell into what remained of Thursday’s short cov-

ering rally. Prices fell below $7,300 during Friday morning, though they have stabilised a little heading into the afternoon. In 

other news, Jiangxi Copper is reportedly considering halting shipments of copper to LME warehouses due to the recent sharp 

fall in prices, but likely also due to the easing in the backwardation. The company has said however it will continue to fulfil its 

existing contracts to export.  

Since talk of significant metal exports from Chinese smelters first circulated around the beginning of May, copper prices have 

fallen well over $1,000/mt. Aside from metal already delivered into (or due to be delivered into) LME warehouses, it seems 

rather debateable that significant short positions, at least related to the originally planned exports of around 100 kt of refined 

copper, have been built. If they were, any potential short positions would still be well in the money. The risk of a significant 

short-covering rally, at least in response to the apparent about-turn in stance by Chinese smelters therefore seems unlikely. 

Nickel was one of the main beneficiaries of China’s interest rate cut yesterday, rallying 3% from its opening level and closing 

the day on its intraday highs as short covering took hold. Looking at the pattern of rising open interest and falling prices over 

the past several months, nickel has undoubtedly seen a large short position being built up. It will be interesting to see if yester-

day heralds the start of the unwinding of the short position, or whether participants hold their nerve.  
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Precious metals 

Precious metals sold off yesterday as Bernanke dashed hopes of further quantitative easing in his testimony to Congress. Last 

week’s disappointing non-farm payrolls number and yesterday’s surprise cut in the key lending rate by the PBoC had height-

ened market expectations that the Fed would soon be following suit. However, Bernanke did not hint at any policy intervention, 

although, we feel that yesterday was not the forum for pre-empting any announcement of further easing. Any such announce-

ment will most likely be left until the 19/20 June meeting—an extension of “operation twist” appears increasingly likely. 

This morning, we are seeing some support for the complex despite a persistently strong dollar. This support is most likely com-

ing from the physical market as buyers find current price levels once again more attractive. We could see continued support 

from physical markets keep prices relatively range-bound for now. However, we would not completely discount another leg 

down as US market open—with US equity futures in the red, it appears as if sentiment will remain gloomy. 

Gold support is at $1,561 and $1,544. Resistance is $1,613 and $1,647. Silver support is at $27.86 and $27.51, resistance is 

at $29.14 and $30.06. 

Platinum support is at $1,414 and $1,407, resistance is at $1,451 and $1,480. Palladium support is at $613 and resistance at 

$626. 

By Marc Ground 

Energy 

Oil staged a strong rally during intraday trading but settled at a small loss yesterday. The swing was triggered firstly by the 

surprising news that China had cut the benchmark interest rate, and secondly a somewhat disappointing testimony by the Fed 

Chairman to the US Congress. Net for the day, WTI and Brent fell 20c/bbl and 71c/bbl respectively. The Brent spread also 

came off. The oil product market also fell across the board amid signs of increasing refining run rates and growing product 

inventories. In the options market, implied volatility fell slightly yesterday but rose again this morning as the market suffered a 

sell-off. 

The OPEC is scheduled to hold the next gathering in Vienna next Thursday, 14 June. As the OPEC crude basket price has 

fallen below $100/bbl, Saudi Arabia is likely to come under more pressure from other members to reduce its production levels. 

Iran is likely to be particularly vocal as its oil revenue is badly squeezed by both falling prices and falling exports. 

China’s rate cut yesterday surprised the market, which expected a more gradual easing in monetary policy such as reducing 

the bank’s reserve ratio. With China’s industrial production figure due to be released this Saturday, the market seems spooked 

that the slowdown in China is more severe than originally anticipated. Meanwhile, the Fed Chairman testified in front  Con-

gress yesterday—he gave little hint of another round of quantitative easing. 

The market appears to be running in fear again today after the hope of imminent central bank support has been dashed by the 

ECB and the Fed. That said, further selling pressure is likely to be limited as money managers have already cut speculative 

length to the lowest level since September 2010. This makes the oil market more prone to a rally should the global economy 

and the Eurozone  stabilise. We see the current price level as a good consumer hedging opportunity. 

By James Zhang 
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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 4,875,375 4,904,125 10,025 38,775 -28,750 -95,025 1,714,175 35.16 270,311 

Copper 229,300 231,200 2,250 4,150 -1,900 -141,600 14,800 6.45 188,513 

Lead 345,750 346,125 1,500 1,875 -375 -7,325 59,125 17.10 59,263 

Nickel 106,116 107,724 0 1,608 -1,608 16,068 7,308 6.89 55,705 

Tin 12,310 12,855 20 565 -545 120 3,965 32.21 6,718 

Zinc 942,025 941,850 3,450 3,275 175 120,325 63,075 6.70 157,098 

 Shanghai 3-month forward prices  COMEX active month future prices  

Metal Open Last 1d  Chnge    Open Close Change Change (%) 

Aluminium 15,880 15,870 -40  Ali Jul'12 - - - - 

Copper 53,750 53,700 -530  Cu Jul'12 337 332.35 -4.70 -1.39% 

Zinc 14,750 14,720 -55       

ZAR metal prices 

 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 

Cash 16,043 61,639 15,788 135,548 161,669 15,640 8.2400 

3-month 16,650 62,616 16,015 138,641 166,670 15,949 8.3544 

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) 112.84 -0.58 112.59 -0.81 112.53 -0.83 112.76 -0.70 114.72 -0.46 

Gasoil 0.1% Rdam ($/mt) 850.25 -8.50 846.50 -7.75 844.75 -8.00 853.00 -4.75 852.50 -3.25 

NWE CIF jet ($/mt) 916.12 -7.46 917.30 -7.48 917.90 -7.08 924.00 -5.58 931.36 -3.87 

Singapore Kero ($/bbl) 113.24 -0.53 113.42 -0.73 113.56 -0.76 114.28 -0.73 114.53 -0.55 

3.5% Rdam barges ($/mt) 573.50 -2.75 569.50 -3.00 567.00 -3.00 560.00 -2.75 551.50 -1.75 

1% Fuel Oil FOB ($/mt) 615.75 -1.75 614.25 -2.00 611.25 -2.25 602.50 -2.50   

Sing FO180 Cargo ($/mt) 610.75 -4.25 608.00 -3.25 605.00 -3.75 597.00 -3.50   

Thermal coal Q3-12   Q4-12 Q1-13 Cal 13 Cal 14 

API2 (CIF ARA) 89.35 0.05 92.10 0.05 94.10 -0.10 96.95 -0.05 104.50 0.30 

API4 (FOB RBCT) 86.55 -1.10 88.40 -1.10 90.60 -1.40 94.35 -0.80 101.15 0.00 

            

Forwards (%) 1 month 2 months 3 months 6 months 12 months     

Gold 0.34200 0.37600 0.42000 0.49600 0.56200   

Silver 0.50200 0.48600 0.46600 0.45200 0.39600   

USD Libor 0.24075 0.34675 0.46785 0.73690 1.06970   

Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day MA 200-day MA Support Resistance 

Gold 43.33 1,588.97 1,577.64 1,662.40 1,677.02 1,561.00 1,613.00 

Silver 42.97 28.34 28.23 31.73 32.21 27.86 29.14 

Platinum 39.96 1,432.56 1,436.24 1,583.08 1,576.97 1,414.00 1,451.00 

Palladium 46.31 614.86 606.57 664.09 655.98 613.00 626.00 

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 1,568.90 28.1400 620.35 1,440.90 1,570.00 4,004.00 1,570.00 

Open Interest 427,052 121,317 22,787 49,901 1,959 135,852 1,220 

Change in Open Interest 3,111 4,508 68 63 367 -1,630 -15 
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