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Focus: We noted back in March that in a market environment that is not particularly short of 

copper units, approximately two months after the cash-3m spread tightens significantly, 

stock inflows emerge. That has again been the case this time, with the recent flaring of the 

backwardation resulting in significant inflows of copper units into Asian warehouses. 

The base metals continue to look towards Europe and the wider global markets for 

price direction in general. However, a disappointing US Advance Retail Sales figure 

yesterday afternoon was enough to derail prices on Wednesday, in spite of a 

stronger euro. Turnover remains very thin with participants happy to remain sitting on 

the sidelines ahead of this weekend’s Greek elections, and the risk of any policy 

moves in Europe over the weekend.  

This morning, moves across the precious metals complex have been particularly 

choppy, with no clear direction coming from the usual driver of late—i.e. euro/dollar 

movements. Given the markets preoccupation with the possibility of further Fed 

quantitative easing, we could see a more-than-usual reaction to today’s CPI and job-

less claims data. 

The oil market was softer yesterday on a slightly bearish US inventory report and 

ongoing uncertainty over the future of the Eurozone. Oil products continued to out-

perform crude, in particular, US gasoline due to another week of stock draws. Time 

spreads in both Brent and WTI were firmer, which is in sharp contrast with the  

alleged oversupply situation in the crude market. 

Base metals LME 3-month               

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

Change in 

cash settle 
Cash - 3m 

Aluminium 1,975 1,964 1,977 1,958 -11 -0.56% 1,924.00 -2 -38.25 

Copper 7,415 7,390 7,471 7,360 -25 -0.34% 7,397.50 14 -14.00 

Lead 1,903 1,900 1,910 1,890 -3 -0.16% 1,883.00 -11 -14.75 

Nickel 17,145 16,980 17,293 16,915 -165 -0.96% 17,085.00 0 -58.00 

Tin 19,575 19,450 19,675 19,450 -125 -0.64% 19,510.00 -140 20.00 

Zinc 1,884 1,882 1,893 1,876 -2 -0.08% 1,885.00 7 0.50 

Energy 

 
  Open Close High Low day/day Change (%)    

ICE Brent 97.20 97.66 97.80 96.80 0.53 0.54%    

NYMEX WTI 82.44 82.90 83.05 82.27 0.28 0.34%    

ICE Gasoil 840.25 844.75 845.50 838.50 -2.75 -0.33%    

API2 Q3'12 86.65 87.20 - - 0.55 0.63%    

          

  

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

Gold 1,612.75 1,619.50 1,624.80 1,607.00 1,618.40 5.70 0.7/1.1   

Silver - 29.10 29.12 28.77 28.97 -0.02 -6.5/-4.5   

Platinum 1,451.00 1,460.00 1,468.00 1,452.00 1,464.00 14.00 1.5/3.5   

Palladium 620.00 625.00 626.00 620.00 622.00 0.00 0.0/1.0   
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tive. While the most obvious move has been the increase 

in LME stocks, ownership changes of material within the 

Shanghai bonded zone has also likely taken place, with 

the backwardation driving bonded premiums lower as par-

ticipants shed excess, and at the time, costly to hold metal 

units.  

Interestingly, bonded stockpiles of copper have reportedly 

been rebuilt in recent weeks, with anecdotal reports of 

rising stock levels reinforced by the combination of a still 

negative SHFE-LME arbitrage, increased stocks in the 

bonded portion of the SHFE inventory figures and good 

levels of refined imports. China, therefore, still looks well 

supplied form an inventory perspective, it’s just that some 

of the control of that inventory may have changed hands, 

perhaps suggesting higher premiums may be on the way 

in spite of comfortable stock levels.  

Focus: Copper stock inflows—to and fro 

The base metals market is on hold ahead of the Greek elec-

tions. Therefore, in the absence of anything new to say, it is 

perhaps worth revisiting the relationship between copper back-

wardations and stock inflows.  

We noted back in March (Commodities Daily 16 March 2012—

focus section) that in a market environment that is not particu-

larly short of copper units, approximately two months after the 

cash-3m spread tightens significantly, stock inflows emerge. 

That has again been the case this time, with the recent flaring 

of the backwardation resulting in significant inflows of copper 

units into Asian warehouses.  

Irrespective of suggestions that Chinese smelters will not now 

export the 100k or so metal that they originally planned, or 

talked about, LME on-warrant stocks in Asian warehouses have 

nevertheless increased some 74,975 mt since 16 March, of 

which 74,100 mt of the increase has come since the beginning 

of May.  

The bulk of the inflow, particularly in recent days, has been to 

warehouses in South Korea, mainly Busan and Gwangyang. 

The interesting bit for the market going forward, is at what point 

this metal is re-liberated and put back on a boat to China. Back 

of the envelope calculations suggest that a premium differential 

of at least $70 between CIF Shanghai premiums (currently 

~$50/mt) and Korean units (currently ~$0-20/mt) would be 

needed to tempt metal back out again, assuming it’s not in 

strong hands. Arguably therefore, the metal in South Korea has 

effectively been neutralised, albeit temporarily at least, with the 

Chinese spot market needed to tighten further in order to draw 

that material back again.  

Overall therefore, it seems like the main effect of the recent 

backwardation has been the change in ownership of significant 

tonnages of copper inventory, and a subsequent loss of initia-
By Leon Westgate 

By Leon Westgate 

Base Metals 

The base metals continue to look towards Europe and the wider global markets for price direction in general. However, a dis-

appointing US Advance Retail Sales figure yesterday afternoon was enough to derail prices on Wednesday, in spite of a 

stronger euro. Turnover remains very thin with participants happy to remain sitting on the sidelines ahead of this weekend’s 

Greek elections, and the risk of any policy moves in Europe over the weekend. Spanish bond yields meanwhile continue to 

head higher. 

Copper has traded sideways this morning, rallying initially on the back of a stronger euro, before falling back below $7,400 

heading into the afternoon. This morning, further stock inflows into Asian LME warehouses with 2,975 mt entering South Ko-

rean sheds this morning and 300 mt entering Singapore.  

Aluminium prices have managed to recover from yesterday afternoon’s sell-off, with prices rallying back towards $1,970 head-

ing into the afternoon. Of note, it has been a busy morning in terms of LME inventory moves. Firstly, there was a very large 

jump in cancelled warrants in Detroit, up 86,700 mt, while in Europe, cancelled warrants in Rotterdam increased by 9,975 mt, 

while Vlissingen saw a 38,950 mt inflow of metal.  

Elsewhere, prices are generally trading sideways, though nickel has come back under pressure and is again trading below 

$17,000/mt. Tin has meanwhile seen further warrant cancellations in Johor, up 240mt this morning. 

Copper inventories by region vs. cash-3m spread 

Sources: LME; Standard Bank 
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Precious metals 

Disappointing US retail sales numbers pushed the complex higher as participants once again saw this as raising the possibility 

of Fed intervention in stimulating the economy. We feel that QE3 is still unlikely at present, with the best prospect for Fed 

monetary accommodation coming from an extension or “operation twist” and perhaps pushing out their expectations of when 

rates would be hiked. 

During New York trading, we saw an abrupt sell-off in the afternoon with no obvious cause—a combination of electronic selling 

and profit-taking most likely. Asian trading was again relatively lacklustre, although, as mentioned yesterday, physical demand 

remains relatively robust despite the fall-off in Indian buying. 

This morning, moves across the complex have been particularly choppy, with no clear direction coming from the usual driver of 

late—i.e. euro/dollar movements. Given the markets’ preoccupation with the possibility of further Fed quantitative easing, we 

could see a more-than-usual reaction to today’s jobless claims data. 

Platinum has rallied, mainly due to concerns over supply. In part this can be explained by the extremely high level of specula-

tive shorts (875.4k oz — a 12-month high) which have raised the possibility of a short-covering rally should production prob-

lems in South Africa resurface, as has happened at this week’s closure of Angloplats/Aquarius Marikana mine and the ongoing 

labour tensions. 

Gold support is at $1,609 and $1,598. Resistance is $1,628 and $1,637. Silver support is at $28.73 and $28.54, resistance is 

at $29.12 and $29.31. 

Platinum support is at $1,461 and $1,442, resistance is at $1,486 and $1,491. Palladium support is at $617 and resistance at 

$628. 
By Marc Ground 

Energy 

The oil market was softer yesterday on a slightly bearish US inventory report and ongoing uncertainty over the future of the 

Eurozone. Oil products continued to outperform crude, in particular, US gasoline due to another week of stock draws. Time 

spreads in both Brent and WTI were firmer, which is in sharp contrast with the alleged oversupply situation in the crude mar-

ket. That said, price differentials for physical cargoes weakened during the last few days, while contango has emerged in the 

dated Brent market structure. In the options market, implied volatility softened slightly but remained substantially higher than 

back in April. 

The DOE reported US weekly oil inventory changes for crude/gasoline/distillates at -0.2/-1.7/-0.4mb w/w. Crude inventories at 

Cushing fell by 0.3mb, which is likely to give more support to the WTI market. According to the DOE report, US crude imports 

rose by 160kb/d w/w, while refinery run rates grew by 174kb/d w/w, resulting in a broadly flat crude inventory. Meanwhile, im-

plied demand for gasoline and distillates rose sharply, by 482kb/d and 306kb/d respectively, which must have been helped by 

lower retail prices following recent price slides. 

The oil market is likely to be dominated by the OPEC meeting today—we don’t expect any changes to OPEC’s production quo-

tas of 30mb/d. The market will anxiously await the results of Greek election scheduled for this weekend and the Iran nuclear 

negotiations early next week. Both of these events pose substantial tail risks on both upside and downside to oil prices. There-

fore, we expect very limited risk-taking for now.  

Suffering from a $20/bbl drop and the ongoing Eurozone debt crisis, the oil market has so far found it difficult to sustain any 

proper rallies. Risk-taking is hindered by significant event risks in the next few days. On the balance of risks, we do see more 

upside, than downside risks in the oil price. In H2:12, we see a high probability of another round of supply tightness and an 

eventual return of investors after the recent sharp deleverage. Therefore, we believe that the current level is a very good op-

portunity for disciplined consumer hedging. 

 
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 4,835,125 4,848,625 0 13,500 -13,500 -135,275 1,708,700 35.34 317,346 

Copper 243,425 239,550 5,175 1,300 3,875 -127,475 29,200 12.00 150,198 

Lead 344,525 345,075 0 550 -550 -8,550 56,900 16.52 39,681 

Nickel 103,998 104,334 0 336 -336 13,950 8,418 8.09 55,546 

Tin 12,045 12,045 30 30 0 -145 3,130 25.99 7,074 

Zinc 944,650 947,175 0 2,525 -2,525 122,950 56,600 5.99 106,118 

 Shanghai 3-month forward prices  COMEX active month future prices  

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

Aluminium 15,850 15,875 0  Ali Jul'12 - - - - 

Copper 54,050 54,560 360  Cu Jul'12 334 335.10 1.15 0.34% 

Zinc 14,710 14,795 30       

ZAR metal prices 

 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 

Cash 16,142 62,065 15,798 143,343 163,689 15,815 8.3900 

3-month 16,709 62,871 16,164 144,459 165,473 16,011 8.5076 

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) 111.14 -0.07 110.69 -0.11 110.74 -0.14 110.86 -0.21 112.90 -0.32 

Gasoil 0.1% Rdam ($/mt) 844.75 -2.75 840.25 -2.75 838.50 -2.50 838.00 -1.75 831.00 -7.00 

NWE CIF jet ($/mt) 906.51 -0.83 904.22 -0.97 904.78 -1.27 908.12 -3.09 916.63 -3.35 

Singapore Kero ($/bbl) 111.71 0.08 111.69 -0.02 111.89 -0.03 112.52 -0.15 112.88 -0.24 

3.5% Rdam barges ($/mt) 571.08 1.28 566.50 1.00 562.00 1.00 553.00 0.25 545.50 0.00 

1% Fuel Oil FOB ($/mt) 607.83 -0.83 602.00 -3.00 600.00 -1.50 590.00 -2.25   

Sing FO180 Cargo ($/mt) 608.38 0.53 605.75 1.00 600.00 0.50 589.50 0.00   

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

API2 (CIF ARA) 87.20 0.55 90.55 0.50 93.10 0.65 96.40 0.90 104.70 1.10 

API4 (FOB RBCT) 82.90 0.75 86.25 0.70 89.10 0.65 93.30 1.00 101.15 1.20 

            

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

Gold 0.34600 0.37800 0.43000 0.51600 0.56600   

Silver 0.47800 0.46800 0.45600 0.45000 0.38000   

USD Libor 0.24175 0.34775 0.46785 0.73790 1.07070   

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

Gold 50.68 1,610.92 1,590.49 1,659.38 1,672.06 1,609.00 1,629.00 

Silver 46.86 28.73 28.46 31.57 31.94 28.73 29.12 

Platinum 47.48 1,449.69 1,441.24 1,578.59 1,568.87 1,461.00 1,486.00 

Palladium 47.50 620.39 611.64 661.40 653.02 617.00 628.00 

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 1,623.80 29.0650 624.95 1,466.80 1,623.20 4,149.00 1,619.70 

Open Interest 412,244 122,080 22,030 50,036 1,493 136,055 1,228 

Change in Open Interest 434 2,461 -116 -184 -88 -438 -5 
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