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Focus: Copper stocks update — One of the key features of the copper market 

over the past few months has been rising LME inventory, particularly into US and 

Asian warehouses. The increase in inventory, albeit a seasonal occurrence, is one 

of the factors weighing on copper prices at the moment. 

 The dollar has continued to govern direction for the likes of copper this 

morning, however, very thin volumes elsewhere in the complex have some-

what lessened the overall impact the dollar is having on the other metals. 

 With gold moving as much as it has in the past two weeks, investors seem 

reluctant to go short. This is adding additional support to gold. But we be-

lieve gold’s ascent will slow in the next eight weeks as jewellery seasonal 

demand tapers off. We will monitor physical flows to determine resistance 

from this front.  

 $80/bbl remains in place, and we expect this to hold. While positive DOE 

figures might support crude oil, it would have to be extremely bullish to see 

WTI push above $80/bbl. 
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Base metals LME 3-month               

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

Change in 

cash settle 
Cash – 3m 

Aluminium 1,957 1,958 1,980 1,950 -10 -0.51 1,938.50 21 -33.50 

Copper 6,510 6,490 6,586 6,471 -48 -0.73 6,475.00 -121 -24.25 

Lead 2,270 2,270 2,315 2,257 -35 -1.50 2,312.50 55 -26.25 

Nickel 16,500 16,525 17,080 16,400 -350 -2.08 17,050.00 200 -64.00 

Tin 14,700 14,700 14,765 14,650 -25 -0.17 14,945.00 85 63.00 

Zinc 2,183 2,185 2,199 2,159 23 1.06 2,155.50 34 -26.25 

Energy 

 
 Open Close High Low day/day Change (%)    

ICE Brent 77.95 77.39 78.26 77.03 -0.56 -0.72%    

NYMEX WTI 79.25 78.57 79.69 78.22 -0.71 -0.90%    

ICE Gasoil 625.25 620.00 625.75 619.75 -4.75 -0.77%    

API2 Q4'09 67.80 66.90 - - -0.90 -1.35%    

ICE EUA Dec09 12.61 12.58 - - -25.19 -0.24%    

Precious metals 

 
AM Fix PM Fix High bid Low offer Closing bid Change (d/d) EFPs   

Gold 1,116.00 1,115.25 1,118.60 116.50 1,113.80 118.80 0/0.4   

Silver - 17.45 17.71 17.36 17.52 0.86 0/2   

Platinum 1,367.00 1,365.00 1,373.00 1,355.00 1,365.00 83.00 3/5   

Palladium 351.00 340.00 335.00 324.00 322.00 31.00 0/2   

Please refer to the disclaimer at the end of this document. 
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As expected the currency markets continued to boss the metals yesterday, to such an extent that at times, you could only dif-

ferentiate the spot dollar/euro chart from the 3-month copper chart by looking at the scale on the axis. The dollar has contin-

ued to govern direction for the likes of copper this morning, however, very thin volumes elsewhere in the complex have some-

what lessened the overall impact the dollar is having on the other metals. 

Aside from shadowing the dollar, the other recurring theme in the copper market has been rising LME inventories, particularly 

into Asian warehouses - see focus section. This has continued this morning with on-warrant stocks climbing 5,125 mt to 

400,225 mt. The main locations for the increase this morning were Busan (+2,400 mt) and New Orleans (+2,000 mt). Copper 

still remains rangebound however, with participants still looking to play the ranges. In the background however, on-going in-

dustrial action at BHP Billiton’s Spence mine, and reports that rioting workers at Vedanta’s Konkola copper operation had dis-

rupted production are lending support to prices.  

In other news, China has scrapped the 17% VAT on gold contained in imports of crude (blister) copper. Although gold recov-

ery rates for some Chinese refineries still lag western operations in terms of gold recovery rates, at the current gold price, for 

every tonne of gold they recover, the cancellation of the VAT potentially gives them an extra ~$5-6 million in revenue. While 

the move may help the Chinese smelter/refineries ride out the very low spot refining charges at the moment, it will also likely 

see the premium for blister with a higher gold content increase substantially over material with a lesser gold content. 

Zinc is looking to copper for direction, however volumes have dropped off substantially this morning, with turnover on LME 

Select still less than 800 lots by midday London time, compared to just over 1,000 lots for Nickel. Aluminium and Lead are also 

suffering form a lack of turnover. 

In other news, the Quatalum greenfield aluminium smelter in Qatar is in the process of installing its carbon anodes and is on 

track for first production next month. The 585 ktpy capacity operation is owned 50% by Hydro and 50% by Qatar Petroleum, 

with full production capacity expected to be reached by Q3-2010.  

Fig 1: On warrant LME copper inventory by location 

Source: LME 

Focus: Copper stocks update 

One of the key features of the copper market over the past few 

months has been rising LME inventory, particularly into US and 

Asian warehouses. The increase in inventory, albeit a seasonal 

occurrence, is one of the factors weighing on copper prices at the 

moment. 

Since the start of Q4, on-warrant copper stocks in Asian locations 

have climbed by just under 60% to 82,550 mt. While much of the 

increase may be material being positioned close to China, in 

preparation for a return of Chinese buying activity, there are 

mounting concerns that the recent inflow may also represent mate-

rial being re-exported from bonded warehouses in China due to  

lack of domestic demand. 

US stocks have also built up during Q4, with on-warrant stocks 

climbing by 23,850 mt, or 10%, since the beginning of October to 

currently stand at 245,475 mt. Interestingly however European 

inventories have remained relatively low, and are not much higher 

than the levels seen in the summer. Nevertheless, total inventories 

are around the highest level they’ve been in 6 months, with steady 

gains likely to continue weighing on sentiment and prices over the 

short to medium term.  

We do note however the rapidity at which Asian and European 

inventories declined once the Chinese started buying copper - 

falling over 280,000 mt in the space of 5 months. It remains an 

By Leon Westgate 

By Leon Westgate 
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issue of timing, however, when the Chinese do re-enter 

the market, the drawdown may be equally swift, with at-

tention then focusing on US rather than European inven-

tories. 
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Precious metals 

Gold is trading well above $1,110, and support remains in place. Gold keep eyeing $1,150 (our next target). The market is 

bullish and, combined with the our view on the US dollar ($1.60 against the euro towards end of Q1:10), downside seems well 

contained.  

However, with gold moving as much as it has in the past two weeks, investors seem reluctant to go short. This is adding 

additional support to gold. But we believe gold’s ascent will slow in the next eight weeks as jewellery seasonal demand tapers 

off. We will monitor physical flows to determine resistance from this front. Gold support is at $1,110 and $1,100. Resistance 

is at $1,125 and $1,140. 

PGMs are moving higher. While the dollar is weak, the ZAR has strengthened substantially in the last week, which is off-

setting much of the dollar gains in metal prices. Producers are therefore not seeing the benefit of higher dollar PGM prices.  

Eurozone new car registrations will be released on Monday. A positive figure could see platinum move above $1,370 (which 

has been providing strong resistance). For September, new car registrations increased by 6.3%. If the October figure matches 

this, we would regard it as bullish for both platinum and palladium. Platinum resistance is at $1,370. With palladium having 

broken above $350 yesterday, next resistance is at $370. 

Silver has not tracked gold that much higher, and $18.00 is still offering strong resistance. We expect this to hold. We ex-

pect silver to underperform relative to platinum and palladium in coming months. 

Energy 

$80/bbl remains in place, and we expect this to hold. While positive DOE figures might support crude oil, it would have to 

be extremely bullish to see WTI push above $80/bbl. The market expects a rise of 1,000K in crude oil inventories. At the same 

time, gasoline and distillate inventories are expected to decrease by 350K and 700K respectively. We would not view the de-

cline in product inventory as bullish. The decline in distillate inventory would be seasonal, while a decline in gasoline invento-

ries is expected on the back of lower refinery capacity utilization. 

Apart from the strong resistance at $80 for WTI, the dollar is finding some strength against the euro. Eurozone industrial pro-

duction for September disappointed on the downside, showing growth of 0.3% m/m against expectations for 0.5% growth. Eq-

uities are struggling, which could further support the dollar.  

We see support for WTI front-month contract at $78.50 and $77.80, and resistance at $80.00 and $80.85. 

API2 coal prices for delivery in Q1:10 closed at $79.80 yesterday. API4 for delivery I Q1:010 has closed at $72.20. With cola 

stocks at high levels, combined with low natural gas prices, there’s little to push prices higher. We expect coal to remain range-

bound this week on the back of WTI which is finding strong resistance at $80/bbl. 
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Energy 

Sources: Standard Bank; LME; Bloomberg 

Energy futures pricing Price Change Price Change Price Change Price Change Price Change 

 1-month forward 2-month forward 3-month forward 6-month forward 1-year forward 

Sing Gasoil ($/bbbl) 85.47 0.56 85.46 -0.13 86.13 -0.06 88.56 -0.07   

Gasoil 0.1% Rdam ($/mt) 620.00 -4.75 630.00 -5.25 640.25 -5.50 661.75 -4.25 700.00 -2.50 

NWE CIF jet ($/mt) 680.93 -1.57 690.91 -1.74 703.68 -1.15 729.29 -1.50 767.00 -2.25 

Singapore Kero ($/bbl) 86.36 0.70 87.06 0.02 87.93 0.09 91.48 -0.08 95.95 -0.20 

3.5% Rdam barges ($/mt) 451.52 5.50 451.52 5.72 453.78 5.74 457.20 6.23 462.62 6.43 

1% Fuel Oil FOB ($/mt) 471.52 6.50 472.77 6.47 482.28 5.99 491.70 6.23 509.62 6.43 

Sing FO 380 Cargo ($/mt) 473.02 6.22 474.28 6.24 474.96 6.20 476.24 6.04   

Sing FO180 Cargo ($/mt) 474.02 6.25 476.52 6.22 478.03 5.74 481.20 5.98   

Thermal coal Q1-10 Q2-10 Q3-1 Cal 11  Cal 12 

API2 (CIF ARA) 79.80  82.70  86.10  98.60  105.72  

API4 (FOB RBCT) 72.20  74.20  77.10  88.73  98.62  

Carbon Spot Dec-09 Dec-10 Dec-11 Dec-12 

ICE - ECX EUA (€/mt) 14.43 0.05 14.43 0.05 14.78 0.04 15.35 0.04 16.16 0.06 

ICE - ECX CER (€/mt) 13.60 0.00 13.44 -0.01 13.28 0.03 13.30 0.05 13.62 0.00 

ZAR metal prices (11 November 2009) 

 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 

Cash 14,233 47,543 16,980 125,190 109,734 15,827 7.3425 

3-month 14,627 48,482 16,957 123,445 109,812 16,322 7.4702 

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

Gold 0.25250 0.28250 0.30500 0.40500 0.59000   

Silver 0.60000 0.60000 0.60000 0.60750 0.60750   

USD Libor 0.23875 0.25031 0.27250 0.52438 1.09813   

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

Gold 67.79 1,090.70 1,070.41 990.62 958.98 1,110.00 1,125.00 

Silver 55.69 17.22 17.23 15.50 14.55 17.26 17.65 

Platinum 56.49 1,352.72 1,348.01 1,265.95 1,201.44 1,348.00 1,370.00 

Palladium 68.05 332.65 331.99 289.07 256.50 350 355 

Active Month Future COMEX GLD COMEX SLV NYMEX PAL NYMEX PLAT DGCX GLD TOCOM GLD CBOT GLD 

 Dec'09 Sep'09 Oct'09 Oct'09 Aug'09 Jun'10 Aug'09 

Settlement 1,112.50 17.4300 353.10 1,375.50 1,112.50 3,228.00 1,112.70 

Open Interest 526,176 136,309 22,444 32,968 1,880 104,856 4,578 

Change in Open Interest -4,558 3,966 22 -209 -53 -2,103 44 

Date: 11 November 2009        

Daily LME stock movement (mt)                

Metal Today Yesterday In Out 
One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 
Contract 
turnover 

Aluminium 4,539,925 4,543,075 750 3,900 -3,150 2,211,025 120,175 2.65 147,980 

Copper 402,125 397,325 4,875 75 4,800 62,350 1,900 0.47 103,419 

Lead 132,075 131,800 300 25 275 86,925 800 0.61 21,648 

Nickel 131,730 131,640 174 84 90 53,340 1,128 0.86 28,103 

Tin 26,850 26,850- - - 0 19,060 180 0.67 43,531 

Zinc 424,250 424,725 - 475 -475 170,750 10,475 2.47 56,776 

Shanghai 3-month forward prices  COMEX active month future prices  

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

Aluminium 15,160 15,130 -10  Ali Nov'09 - - - - 

Copper 51,080 50,980 130  Cu Nov'09 299 296.50 -2.60 -0.87% 

Zinc 16,800 16,840 115       
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Disclaimer 

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 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 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 customers. 

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 

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 
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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 2009 Standard Bank Group. All 
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