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Focus: Real economic data likely to keep disappointing 

Focus: As we pointed our in Commodities Daily yesterday, we reiterate that, despite rising 

speculative length in the paper market, upward momentum in commodity prices has faded. 

Price momentum actually started to fade in the third week of September already.  

Nevertheless, speculative length is still being added, but prices are not rising; this is worry-

ing because it implies that a price rally could be sustained only if real demand follows.  

• Despite persistent downward pressure from a weakening euro, crude oil markets bucked 

the trend and posted some strong gains. Brent gained $2.78/bbl to close at $114.50, 

while WTI rose even further, adding $3,06/bbl to end the day at $92.39/bbl. RBOB and 

heating oil also posted impressive gains. Clearly participants remain preoccupied with 

the Turkish-Syria conflict, forgetting recent concerns over the possible glut of US crude 

oil inventories. 

• Exogenous factors have been in charge of price direction for much of the base metals 

complex this week, with the focus so far on Europe and the Eurozone crisis. With US 

quarterly reporting season also now getting underway, US equity markets will likely dic-

tate price direction, though technical signals and trading patterns are also becoming 

more important as the base metals drift sideways into LME week.  

• The weight of a stronger dollar continued to drag precious metals lower yesterday. Pro-

tests amid Merkel’s visit to Greece only served to reinforce the public backlash which 

places the Greek government’s commitment and ability to enact the necessary to fiscal 

reforms. Overnight some stability returned, as the common currency held relatively 

steady.  

Base metals LME 3-month               

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

Change in 
cash settle 

Cash - 3m 

Aluminium 2,084 2,054 2,089 2,044 -30 -1.44% 2,040.50 -6 -29.00 

Copper 8,192 8,145 8,240 8,138 -47 -0.58% 8,183.00 50 -5.00 

Lead 2,259 2,252 2,272 2,248 -8 -0.33% 2,251.00 8 -11.75 

Nickel 18,076 17,930 18,275 17,861 -146 -0.81% 17,930.00 0 -63.00 

Tin 22,061 21,825 22,205 21,800 -236 -1.07% 22,105.00 5 -11.00 

Zinc 2,040 2,007 2,052 2,008 -33 -1.59% 1,999.00 -3 -37.75 

Energy 

 
  Open Close High Low day/day Change (%)    

ICE Brent 114.23 114.18 114.28 113.80 -0.32 -0.28%    

NYMEX WTI 92.26 92.07 92.33 91.71 -0.32 -0.35%    

ICE Gasoil 1,010.00 1,008.00 1,010.75 1,008.00 6.00 0.60%    

API2 Q4'12 89.70 89.55 - - -0.15 -0.17%    

          

  

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

Gold 1,770.75 1,774.00 1,779.00 1,761.50 1,764.00 -9.70 1.4/1.8   

Silver - 33.81 34.22 31.25 33.97 -0.05 2.0/4.0   

Platinum 1,700.00 1,695.00 1,708.00 1,694.00 1,695.00 13.00 1.5/3.5   

Palladium 660.00 660.00 664.00 658.00 660.00 8.00 0.0/1.0   
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Energy 

Despite persistent downward pressure from a weakening euro, crude oil markets bucked the trend and posted some strong 

gains. Brent gained $2.78/bbl to close at $114.50, while WTI rose even further, adding $3,06/bbl to end the day at $92.39/bbl. 

RBOB and heating oil also posted impressive gains. Clearly participants remain preoccupied with the Turkish-Syria conflict, 

forgetting recent concerns over the possible glut of US crude oil inventories. 

Perhaps focus will again shift to US crude production (which reached a 15-year high last week) and gasoline supply (as East 

Coast refineries come back on line) with the release of API inventory data later today, which in the event of a significant build-

up could spark some downside. 

We also have the OPEC monthly oil report published today. The report is expected to show a continued slowdown in global 

demand, in line with the past month’s economic data flow, in particular that of China. On the supply side, Saudi Arabia is ex-

pected to have maintained production at around 9.9mbd. However, an increase in Saudi production could be viewed as the 

Kingdom moving towards its objective to bring Brent to $100/bbl — this would obviously be bearish for markets. Saudi Arabia 

has around 2.6mbd of spare capacity. 

Thermal coal prices received a bit of a lift from the crude oil market’s moves, although the dire outlook for the global economy 

continued to weigh on the market. API2 and API front-month contracts both lost 15c/tonne to close at $89.55/tonne and 

$88.20/tonne respectively. As we pointed out yesterday, the IMF has lowered its global growth forecasts for 2012 and 2013. 

 
By Marc Ground 

Focus: Real economic data continues to disappoint 

As we pointed our in Commodities Daily yesterday, we reiterate 

that, despite rising speculative length in the paper market,  

upward momentum in commodity prices has faded. Price 

momentum actually started to fade in the third week of Septem-

ber already. Nevertheless, speculative length is still being 

added, but prices are not rising; this is worrying because it im-

plies that a price rally could be sustained only if real demand 

follows.  

However, real economic data from China continues to dis-

appoint. The latest China rail freight data for August shows an 

ongoing declining trend in rail freight volumes. M/m freight vol-

umes were down -0.6%, while the y/y decline was -6.8%. This 

is the third consecutive m/m decline. It is also the largest y/y 

decline in freight volumes since December 2008. We expect 

September and October rail freight volumes to be sluggish too, 

largely because of seasonality and the holidays. 

Weak freight volume data implies a bearish outlook for indus-

trial commodities (see Commodities Daily dated 8 August 

2012); it signals weak underlying real demand.  

The freight data is, admittedly, for August; almost six weeks 

ago. However, the latest PMI manufacturing print indicates that 

economic conditions failed to stabilise in August.  

Furthermore, this data is consistent with for example truck sales 

data released from China this morning, which shows that truck 

sales in September were down -3.7% y/y. YTD, truck sales in 

China are down -5.4%. This data underscores slower industrial By Walter de Wet 

China rail freight volumes 

Sources: CEIN; Standard Bank Research 

production growth.  

It has been our view all along that fiscal stimulus in China 

will be smaller and much more targeted towards  

non-property projects than what was the case in 

2008/2009. We therefore wouldn’t be surprised if real eco-

nomic indicators disappoint well into 2013. As a result, we 

do not expect a substantial, sustained real demand 

pick-up any time soon. 
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Precious metals 

The weight of a stronger dollar continued to drag precious metals lower yesterday. Protests amid Merkel’s visit to Greece only 

served to reinforce the public backlash which places the Greek government’s commitment and ability to enact the necessary to 

fiscal reforms. Overnight some stability returned, as the common currency held relatively steady. Perhaps Fed Vice Chair 

Yellen’s defence of the central bank’s decision to implement another round of quantitative easing added further support (she 

was speaking at the annual IMF meeting in Tokyo). She also reiterated the Fed’s commitment to low interest rates, and its 

view that this would assist the US economic recovery. 

This morning the precious metals market continues to be marked by a lack of conviction merely following the gyrations of the 

dollar. Today we have the release of the Fed’s Beige Book. We don’t expect anything significant to be revealed, although the 

market might take heart from a reinforcement of the Fed’s view of an unsatisfactory economic recovery. We also have a num-

ber of Fed speakers later (Kockerlakota and Tarullo, and from the Dallas Fed, Fisher) which might capture the market’s inter-

est should they have anything to say about the Fed’s accommodative monetary policy. 

An agreement between some of South Africa’s striking road freight workers and employees has fostered hope that a similar 

resolution could be in sight for the country’s platinum mining sector. However, the have been no further developments at  

Amplats, where the dismissal of 12,000 workers still stands. No negotiations or plans to meet, between union and employee 

representatives, have been announced. 

Gold support is at $1,755 and $1,748. Resistance is $1,775 and $1,787. Silver support is at $33.46 and $33.16, resistance is 

at $34.16 and $34.54. 

Platinum support is at $1,664 and $1,662, resistance is at $1,689 and $1,712. Palladium support is at $648 and resistance at 

$660. 

By Leon Westgate 

Base metals 

Exogenous factors have been in charge of price direction for much of the complex this week, with the focus so far on Europe 

and the Eurozone crisis. With US quarterly reporting season also now getting underway, US equity markets will likely dictate 

price direction, though technical signals and trading patterns are also becoming more important as the base metals drift side-

ways into LME week.  

Alcoa reported its quarterly results last night, they key factor as far as the market is concerned being its downwards revision to 

global aluminium consumption growth to 6% from 7% previously. Slower growth from China, and the spill-over effects of that, 

are the main reason for the cut. The revision ties in with the IMF’s move to cut China’s growth forecast by 0.2% in 2012 to 

7.8%. The IMF is looking for an increase in Chinese growth to 8.2% in 2013.  

As far as aluminium prices are concerned, the metal came under heavy selling pressure on Tuesday afternoon with a failure to 

hold around its 200-day MA sparking further technical selling activity. Aluminium has since come under further selling pressure 

this morning, dropping below $2,020 during the pre-market.  

Zinc also suffered a technical sell-off on Tuesday afternoon after dropping below its 30-day MA. As with aluminium, prices 

have continued to fall this morning with the metal trading below $2,000 in spite of a relatively stable euro. The next technical 

support only emerges around $1,960. Meanwhile, further stock inflows have been seen with 8,075mt entering New Orleans 

this morning. 

Lead prices have also struggled this morning, in line with the weakness seen in aluminium and zinc. However, it’s worth noting 

that lead managed to hold up much better yesterday, avoiding the technical selling seen in the other metals. Its weakness this 

morning can perhaps be interpreted as playing catch-up. Elsewhere, it’s worth noting that lead open interest reached a record 

at the beginning of this week. Given the overall upwards move in prices in September, the main interpretation is one of new 

long positions being added, though given recent price weakness a degree of liquidation may since have occurred. Meanwhile, 

LME on-warrant stocks gained 20,925 mt, mainly due to a 20,450 mt inflow into Antwerp. 

By Marc Ground 
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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 5,034,000 5,024,350 18,050 8,400 9,650 63,600 1,665,175 33.08 237,974 

Copper 221,050 222,500 250 1,700 -1,450 -149,850 53,350 24.13 118,547 

Lead 247,850 251,350 0 3,500 -3,500 -105,225 102,900 41.52 47,206 

Nickel 124,248 124,512 0 264 -264 34,200 14,808 11.92 48,415 

Tin 12,175 12,175 0 0 0 -15 6,120 50.27 6,942 

Zinc 1,001,500 996,225 6,825 1,550 5,275 179,800 358,375 35.78 110,434 

 Shanghai 3-month forward prices  COMEX active month future prices  

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

Aluminium 15,565 15,555 -85  Ali Dec'12 - - - - 

Copper 58,960 58,950 -350  Cu Dec'12 372 371.00 -0.80 -0.22% 

Zinc 15,400 15,315 -195       

ZAR metal prices 

 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 

Cash 17,814 71,438 19,651 156,529 192,977 17,451 8.7300 

3-month 18,176 72,075 19,924 158,663 193,129 17,760 8.8490 

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) 128.73 0.11 128.58 0.51 127.89 0.67 127.13 0.74 124.24 0.60 

Gasoil 0.1% Rdam ($/mt) 1,008.00 6.00 995.00 5.50 981.25 4.00 952.25 5.50 930.75 5.00 

NWE CIF jet ($/mt) 1,063.24 4.21 1,053.27 3.81 1,045.50 3.93 1,028.57 4.12 1,011.62 3.68 

Singapore Kero ($/bbl) 131.08 0.26 130.31 0.59 129.37 0.70 126.97 0.73 124.52 0.55 

3.5% Rdam barges ($/mt) 620.26 13.01 621.25 13.50 620.75 12.50 617.25 11.00 605.75 10.50 

1% Fuel Oil FOB ($/mt) 662.21 12.71 658.75 12.75 657.75 12.75 655.25 11.50   

Sing FO180 Cargo ($/mt) 655.58 13.33 658.00 14.75 657.00 13.25 652.25 10.75   

Thermal coal Q4-12   Q1-13 Q2-13 Cal 13 Cal 14 

API2 (CIF ARA) 89.55 -0.15 92.80 -0.05 95.80 0.00 97.30 0.00 106.75 0.15 

API4 (FOB RBCT) 88.20 -0.15 91.60 0.00 94.30 -0.05 95.60 0.00 103.55 0.15 

            

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

Gold 0.39800 0.42800 0.45600 0.49600 0.52800   

Silver 0.71000 0.69200 0.68600 0.66600 0.58400   

USD Libor 0.21550 0.28350 0.34675 0.61540 0.95200   

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

Gold 61.41 1,775.12 1,770.60 1,646.71 1,657.93 1,755.00 1,775.00 

Silver 59.58 34.43 34.41 29.80 30.87 33.46 34.16 

Platinum 62.76 1,685.18 1,666.63 1,499.59 1,544.42 1,664.00 1,689.00 

Palladium 53.90 653.21 659.26 615.86 642.01 648.00 660.00 

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

 Dec'12 Dec'12 Jan'13 Jan'13 Dec'12 Aug'13 Dec'12 

Settlement 1,765.20 33.8500 654.90 1,695.30 1,765.50 4,449.00 1,765.90 

Open Interest 483,884 140,676 20,257 64,491 1,639 145,075 810 

Change in Open Interest -2,606 106 -256 1 238 0 0 
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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.  
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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. 
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