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Base metals LME 3-month               

 

 Close High Low Daily change Change (%) Cash Settle 
Change in cash 

settle 
Cash - 3m 

Aluminium 2,056 2,046 2,059 2,035 -11 -0.51% 1,992.00 -12 -40.50 

Copper 8,057 8,105 8,170 8,010 48 0.60% 8,080.00 -116 90.00 

Lead 2,072 2,100 2,100 2,061 28 1.35% 2,053.00 -10 -5.75 

Nickel 17,250 17,170 17,361 17,054 -80 -0.46% 17,025.00 -110 -37.00 

Tin 20,750 20,425 20,850 20,380 -325 -1.57% 20,255.00 -390 -38.75 

Zinc 1,950 1,969 1,968 1,934 19 0.97% 1,935.50 -9 2.25 

Energy 

  Open Close High Low day/day Change (%)    

ICE Brent 112.07 111.86 112.07 111.72 -0.40 -0.36%    

NYMEX WTI 95.79 95.66 95.83 95.17 -0.47 -0.49%    

ICE Gasoil 943.25 943.50 943.50 941.25 -7.25 -0.77%    

API2 Q3'12 94.90 94.25 - - -0.65 -0.69%    

          

Precious metals 

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

Gold 1,580.75 1,583.00 1,594.50 1,579.50 1,583.80 -11.30 -0.4/-0.2   

Silver - 28.75 29.10 28.48 28.90 -0.30 -3.0/-1.0   

Platinum 1,467.00 1,466.00 1,485.00 1,470.00 1,468.00 -22.00 1.5/3.5   

Palladium 602.00 605.00 613.00 602.00 600.00 -15.00 0.0/1.0   
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Focus: Despite current investor positioning, we believe that, from a fundamental perspec-

tive, getting bearish on gold at current levels (c.$1,560) would be wrong and too late. In fact, 

we believe that from a risk/return perspective, gold should be bought, not sold, on dips lower 

than this. 

• After a brief rally, prompted by the PBoC’s cutting of the reserve requirement ratio, base 

metals resumed their downward spiral amid escalating concerns that Greece will be 

forced to hold another election. This morning’s disappointing Eurozone industrial pro-

duction number has further fuelled concerns over dwindling demand for base metals 

from the region. 

• After the PBoC’s decision to cut the reserve requirement ratio spurred some buying in 

gold, interest soon faded as the market remained focused on the Eurozone. It is unsur-

prising that the cut in the reserve requirement had only a transitory effect as our analy-

sis reveals this to be the most blunt of PBoC policy tools in its effect on commodity 

prices. 

• The oil market came under continuous pressure last Friday due to the uncertainty over 

the future the euro monetary union, despite better-than-expected US consumer confi-

dence levels. Oil products were also softer, driven by the fall in crude prices. However, 

middle-distillates, in particular ICE GO, continued to show counter-seasonal strength. 
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Base metals 

After a brief rally, prompted by the PBoC’s cutting of the reserve requirement ratio, base metals resumed their downward spiral 

amid escalating concerns that Greece will be forced to hold another election. Adding to worries over the Eurozone, the ECB’s 

Coene mentioned that next month's release of forecasts could see a slightly lowered growth outlook. This morning’s disap-

pointing Eurozone industrial production number (-2.2% y/y, compared to a consensus view of –1.4% y/y) has further fuelled 

concerns over dwindling demand for base metals from the region. 

According to the latest CFTC data, the past week saw a meagre 4.3 tonne fall in net speculative length for COMEX copper, 

which ended three weeks of modest gains. This loss was the result of a strong 21.4 tonnes added to speculative shorts. Coun-

tering this was a 17.2 tonne increase in long positions. Speculative shorts are quite high, currently at 446.7 tonnes (and have 

been for some time now) — a situation which remains concerning. Net speculative length, at 40.0 tonnes, although relatively 

strong, has once again edged closer to negative territory. 

As a percentage of open interest, net speculative length has fallen to 2.4%. This, however, is still worryingly higher than the  

-0.2% average recorded over the past five years. 

Despite the recent fall, we still remain pessimistic about copper’s price prospects. Chinese refined copper imports surged over 

the past few months in spite of a negative SHFE-LME arbitrage, which, without an increase in real consumer demand to ab-

sorb it, has seen copper stocks in bonded warehouses push persistently higher. 

By Marc Ground 

Focus: Value emerging out of bearish market positioning 

Net speculative length for COMEX gold dropped dramatically, 

surrendering 84.9 tonnes this past week. The change in the net 

position was largely the result of speculative shorts being added 

(51.3 tonnes, the strongest increase of the last 12 months), with 

the 33.6 tonnes unwound from longs also contributing signifi-

cantly to the overall deterioration. Net speculative length (at 

388.9 tonnes) appears decidedly weak compared to historical 

norms (the 5-year average is 611.7 tonnes), signalling a contin-

ued lack of confidence. What is more disconcerting is that while 

investors have over the past few weeks appeared cautious of 

running too short on gold, this fear seems to have evaporated. 

ETFs, however, have turned net buyers, for the first time in four 

weeks, with 2.0 tonnes of gold bought over the past week. The 

mild increase is hardly an indication of investor confidence — 

ETFs have not completely shrugged off their bearish view on 

gold. 

Despite current investor positioning, we believe that, from a 

fundamental perspective, getting bearish on gold at current lev-

els (c.$1,560) would be wrong and too late. In fact, we believe 

that from a risk/return perspective, gold should be bought, not 

sold, on dips lower than this. 

The decline in COMEX silver’s net speculative length continued 

for a fifth successive week, with a tremendous 513.9 tonne fall. 

Total losses for the past five weeks amount to 1,423.9 tonnes. 

The overall drop was due to a dramatic 646.9 tonne increase in 

speculative shorts — the largest increase of the year so far. The 

132.9 tonne increase in longs softened the overall deterioration. 

The abrupt increase in shorts is a cause for concern, as a bear-

ish view on silver appears to be gaining traction. The paradoxi- By Marc Ground 

cal increase in longs does not provide much comfort, fal-

ling far short of the 306.7 tonne decline of the previous 

week. 

The negative attitude towards silver is underscored by the 

particularly hefty fall in ETF holdings of the metal  

(75.8 tonnes). Liquidations of the past three weeks now 

amount to 188.0 tonnes — erasing more than half the 

year’s gains so far. 

We believe that silver will continue to struggle and that 

rallies should be sold into as long as Chinese stockpiles 

remain high. We feel that at current levels (below $29) the 

metal provides good value, with the potential to reach $40 

towards year-end. 

COMEX speculative longs and shorts 

Sources: COMEX; Standard Bank Research 
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Precious metals 

After the PBoC’s decision to cut the reserve requirement ratio spurred some buying in gold, interest soon faded as the market 

remained focused on the Eurozone (continuing political uncertainty in Greece). It is unsurprising that the cut in the reserve 

requirement had only a transitory effect as our analysis reveals this to be the most blunt of PBoC policy tools in its effect on 

commodity prices. For a more significant effect (although considerably lagged), we’d need to see a rate cut, something which 

we still feel is unlikely. 

According to the latest CFTC data, after the previous week’s interruption, net speculative length for NYMEX platinum resumed 

its decline, shedding 38.0k oz. A strong increase in speculative shorts (83.5k oz) was responsible for the net decline. The 

45.5k oz increase in long positions lessened the overall decrease. While net speculative length is largely in line with the 5-year 

average of 763.3k oz, total speculative short positioning is considerably elevated (591.8k oz, compared to the five-year aver-

age of 135.6k oz). However, this also raises the possibility of a short-covering rally should production problems in South Africa 

resurface, as might be the case with Northam Platinum’s suspension of smelting operations last week Thursday. At the time of 

writing, there have been no further announcements from Northam. 

Net speculative length for NYMEX palladium saw three weeks of gains completely wiped out by a 221.3k oz decline. The de-

cline was characterised by a market turning decidedly negative on palladium, with a large fall off in longs (120.0k oz) accompa-

nied by an equally strong increase in short positioning (101.3k oz). Net speculative length now looks distinctly weak, with the 

current level (596.4k oz) far removed from the five-year average (999.5k oz), and speculative shorts are uncomfortably ele-

vated (having reached a 12-month high). The advantage over platinum that palladium appeared to have had in investors’ 

minds seems to have been significantly eroded.  

However, the preference for palladium is still evident among ETFs which remained net buyers of the metal. Although, with only 

17.7k oz added (compared to 31.5k oz in the previous week), enthusiasm does appear to be waning. 

Gold support is at $1,559 and $1,555. Resistance is $1,681 and $1,599. Silver support is at $28.20 and $28.00, resistance is 

at $28.86 and $29.32. 

Platinum support is at $1,444 and $1,437, resistance is at $1,474 and $1,497. Palladium support is at $592 and resistance at 

$610. 

By Marc Ground 

Energy 

The oil market came under continuous pressure last Friday due to the uncertainty over the future the euro monetary union, 

despite better-than-expected US consumer confidence levels. The time spreads in Brent were slightly firmer at the front-end, 

while the back-end of the curve was sold down heavily. Both trends continued this morning. Oil products were also softer, 

driven by the fall in crude prices. However, middle-distillates, in particular ICE GO, continued to show counter-seasonal 

strength. 

The IEA published its latest monthly oil market report last Friday. Similar to OPEC’s view, the IEA believes that the current 

supply has exceeded demand, resulting in a sizeable inventory build of 13.5mbbl by all the OECD countries during March. 

Nevertheless, the agency revised up its demand projection for 2012 to 0.8mb/d. Aligned with our views, the IEA expects global 

refinery run rates to rise sharply from May onwards, as refiners complete turnarounds. 

The latest CFTC commitment of traders report shows that WTI non-commercial net length experienced the sharpest drop on 

record during the week ended 8 May. Non-commercials slashed net length in WTI by 59.5k, to 223.6k in futures and by 63.5k, 

to 299.2k in futures and options. In oil products, non-commercials cut net length by 11.0k, to 86.5k in gasoline and by 14.3k, to 

9.9k in heating oil (futures and options). Meanwhile, the index investment on energy continued to attract net money inflow dur-

ing the past week. 

We now shift our bearish bias towards the crude oil market to neutral after the recent sharp fall in prices ahead of the re-

opening of the Iranian negotiations. Brent remains in backwardation, which means oil stocks are unlikely to have built much 

outside the US, ahead of the ending of the Spring refinery maintenance season. US crude inventories are also likely to reach 

their seasonal peak this month. We remain bearish on product cracks and the oil product market in general due to demand 

weakness. Despite the relatively sharp decline in oil prices recently, implied volatility remained depressed by historical stan-

dards which, in conjunction with the more attractive oil prices, provides good hedging opportunity for consumers. 

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 4,951,125 4,946,825 15,350 11,050 4,300 -19,275 1,566,525 31.64 344,162 

Copper 221,275 219,850 5,875 4,450 1,425 -149,625 48,475 21.91 191,856 

Lead 352,525 352,675 200 350 -150 -550 81,725 23.18 58,449 

Nickel 106,302 106,362 0 60 -60 16,254 5,460 5.14 47,744 

Tin 14,490 14,515 0 25 -25 2,300 2,125 14.67 14,667 

Zinc 933,325 935,075 1,175 2,925 -1,750 111,625 24,975 2.68 131,095 

 Shanghai 3-month forward prices  COMEX active month future prices  

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

Aluminium 16,105 16,090 -30  Ali Jul'12 - - - - 

Copper 57,850 57,670 -30  Cu Jul'12 365 361.45 -3.35 -0.92% 

Zinc 15,260 15,175 -70       

ZAR metal prices 

 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 

Cash 16,115 65,367 16,609 137,732 163,863 15,658 8.0900 

3-month 16,773 66,461 17,220 140,794 167,485 16,146 8.2000 

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) 126.27 -0.13 125.40 -0.09 125.51 -0.04 125.35 0.04 125.81 0.20 

Gasoil 0.1% Rdam ($/mt) 943.50 -7.25 939.75 -7.50 937.75 -8.00 944.50 0.00 932.50 1.50 

NWE CIF jet ($/mt) 1,033.76 2.78 1,022.92 1.84 1,021.13 0.77 1,022.60 0.34 1,016.23 1.12 

Singapore Kero ($/bbl) 127.15 1.18 126.29 0.05 126.42 0.03 126.73 0.13 125.51 0.09 

3.5% Rdam barges ($/mt) 642.66 -3.33 633.75 -3.75 632.50 -3.25 626.50 -2.50 611.75 -0.75 

1% Fuel Oil FOB ($/mt) 689.22 -2.11 674.75 -3.50 674.25 -3.25 669.00 -2.00   

Sing FO180 Cargo ($/mt) 682.39 -1.77 672.75 -3.00 671.00 -3.00 664.25 -2.25   

           

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

API2 (CIF ARA) 94.25 -0.65 98.80 -0.60 102.00 -0.55 105.35 -0.85 111.90 -0.75 

API4 (FOB RBCT) 97.05 -0.45 98.95 -0.70 101.50 -0.50 104.60 -0.90 108.90 -0.75 

Q3-12  

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

Gold 0.34200 0.37600 0.40000 0.47400 0.55000   

Silver 0.51000 0.50600 0.50200 0.50400 0.47800   

USD Libor 0.23875 0.34575 0.46685 0.72990 1.05570   

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

Gold 38.47 1,618.21 1,633.46 1,670.04 1,698.70 1,559.00 1,581.00 

Silver 37.48 29.75 30.50 31.95 33.40 28.20 28.86 

Platinum 35.27 1,515.80 1,542.57 1,586.97 1,613.12 1,444.00 1,474.00 

Palladium 38.44 636.46 653.38 671.68 669.89 592.0 610.0 

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

 Jun'12 Jul'12 Jul'12 Jul'12 Jun’12 Apr'13 Jun'12 

Settlement 1,580.30 28.7150 602.75 1,471.40 1,580.90 4,075.00 1,584.00 

Open Interest 417,252 112,558 21,610 43,708 2,369 144,836 1,511 

Change in Open Interest -5,218 -921 -74 615 0 4,529 -3 
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