
Analyst Certification: The views expressed in this research accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be directly or indirectly 
related to the inclusion of specific recommendations or views in this research. The analyst principally responsible for the preparation of this research receives compensation based on overall revenues of Macquarie Group Ltd ABN  94 122 169 
279  (AFSL No. 318062 )(MGL) and its related entities (the Macquarie Group) and has taken reasonable care to achieve and maintain independence and objectivity in making any recommendations. 
Disclaimers:  Macquarie Securities (Australia) Ltd; Macquarie Capital (Europe) Ltd; Macquarie Capital Markets Canada Ltd; Macquarie Capital Markets North America Ltd;  Macquarie Capital (USA) Inc; Macquarie Capital Securities Ltd; 
Macquarie Capital Securities (Singapore) Pte Ltd; Macquarie Securities (NZ) Ltd; and Macquarie First South Securities (Pty) Limited are not authorised deposit-taking institutions for the purposes of the Banking Act 1959 (Commonwealth of 
Australia), and their obligations do not represent deposits or other liabilities of Macquarie Bank Limited ABN 46 008 583 542 (MBL) or MGL.  MBL does not guarantee or otherwise provide assurance in respect of the obligations of any of the 
above mentioned entities.  MGL provides a guarantee to the Monetary Authority of Singapore in respect of the obligations and liabilities of Macquarie Capital Securities (Singapore) Pte Ltd for up to SGD 35 million.  This research has been 
prepared for the general use of the wholesale clients of the Macquarie Group and must not be copied, either in whole or in part, or distributed to any other person. If you are not the intended recipient you must not use or disclose the information 
in this research in any way. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any transaction. In preparing this research, we did not take into account the 
investment objectives, financial situation and particular needs of the reader. Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice is 
appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even become valueless. 
International investors are reminded of the additional risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. This 
research is based on information obtained from sources believed to be reliable but we do not make any representation or warranty that it is accurate, complete or up to date. We accept no obligation to correct or update the information or 
opinions in it. Opinions expressed are subject to change without notice. No member of the Macquarie Group accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further 
communication in relation to this research.   
Other Disclaimers:  In Canada, securities research is prepared, approved and distributed by Macquarie Capital Markets Canada Ltd, a participating organisation of the Toronto Stock Exchange, TSX Venture Exchange & Montréal Exchange. 
Macquarie Capital Markets North America Ltd., which is a registered broker-dealer and member of FINRA, accepts responsibility for the contents of reports issued by Macquarie Capital Markets Canada Ltd in the United States and to US 
persons and any person  wishing to effect transactions in the securities described in the reports issued by Macquarie Capital Markets Canada Ltd  should do so with Macquarie Capital Markets North America Ltd. Securities research is issued 
and distributed by Macquarie Securities (Australia) Ltd (AFSL No. 238947) in Australia, a participating organisation of the Australian Securities Exchange; Macquarie Securities (NZ) Ltd in New Zealand, a licensed sharebroker and New Zealand 
Exchange Firm; Macquarie Capital (Europe) Ltd in the United Kingdom, which is authorised and regulated by the Financial Services Authority (No. 193905); Macquarie Capital Securities Ltd in Hong Kong, which is licensed and regulated by the 
Securities and Futures Commission; Macquarie Capital Securities (Japan) Limited in Japan, a member of the Tokyo Stock Exchange, Inc., Osaka Securities Exchange Co. Ltd, and Jasdaq Securities Exchange, Inc. (Financial Instruments Firm, 
Kanto Financial Bureau(kin-sho) No. 231, a member of Japan securities Dealers Association and Financial Futures Association of Japan); Macquarie First South Securities (Pty) Limited in South Africa, a member of the JSE Limited and in 
Singapore, Macquarie Capital Securities (Singapore) Pte Ltd (Company Registration Number: 198702912C), a Capital Markets Services licence holder under the Securities and Futures Act to deal in securities and provide custodial services in 
Singapore. Pursuant to the Financial Advisers (Amendment) Regulations 2005, Macquarie Capital Securities (Singapore) Pte Ltd is exempt from complying with sections 25, 27 and 36 of the Financial Advisers Act. Clients should contact 
analysts at, and execute transactions through, a Macquarie Group entity in their home jurisdiction unless governing law permits otherwise. Macquarie Capital (USA) Inc., which is a registered broker-dealer and member of FINRA, accepts 
responsibility for the content of each research report prepared by one of its non-US affiliates when the research report is distributed in the United States by Macquarie Capital (USA) Inc. Macquarie Capital (USA) Inc. affiliate research reports and 
affiliate employees are not subject to the disclosure requirements of FINRA rules. Any persons receiving this report directly from Macquarie Capital (USA) Inc. and wishing to effect a transaction in any security described herein should do so with 
Macquarie Capital (USA) Inc. The information contained in this document is confidential. If you are not the intended recipient, you must not disclose or use the information in this document in any way. If you received it in error, please tell us 
immediately by return e-mail and delete the document. We do not guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them by any other person. MGL has established and implemented a 
conflicts policy at group level (which may be revised and updated from time to time) (the "Conflicts Policy") pursuant to regulatory requirements (including the FSA Rules) which sets out how we must seek to identify and manage all material 
conflicts of interest. Disclosures with respect to the issuers, if any, mentioned in this research are available at www.macquarie.com/research/disclosures. © Macquarie Group      
 
Level 31 CityPoint 1 Ropemaker St, London EC2Y 9HD London (44 20) 3037 4400 New York (1 212)  231 2500 
Toll Free (from Australia) 1800 142 266 Sydney  (612) 8232 9555 Melbourne (613) 9635 8139 
www.macquarie.com/research Hong Kong (852) 2823 3588 Singapore (65) 6231 1111 

 

Macquarie Research Commodities 

 

Friday 17 April 2009  
  

LME cash price   
  % Change 
 US ¢/lb day on day 
Aluminium 65.6 -2.2 
Copper 214.3 -1.8 
Lead 68.4 -2.7 
Nickel 560.6 -0.3 
Tin 527.9 1.6 
Zinc 66.5 -1.4 
   
Other prices   
  % Change 
  day on day 
Gold ($/oz) 880.50 -1.2 
Silver ($/oz) 12.65 -2.2 
Platinum ($/oz) 1213.00 -0.2 
Palladium ($/oz) 235.00 0.4 
Oil WTI 49.62 0.4 
Cobalt (99.8%) 15.75 0.0 
$US/€ exchange rate 1.32 -0.2 
US$/A$ exchange rate 0.72 -1.1 
 

LME/COMEX stocks   
 Tonnes Change 
LME Aluminium 3,658,350 -8,525 
Nymex Aluminium 9,830 0 
Nymex Al. Pieces 17,873 816 
LME Copper 475,200 -5,200 
Comex Copper 43,092 59 
Lead 60,325 -50 
Nickel 105,348 84 
Tin 11,660 -20 
Zinc 348,025 -1,100 
Source: LME, Comex, Nymex, SHFE, Metal 
Bulletin, Reuters, LBMA, Macquarie Research 
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Commodities Comment 
Nickel - signs of life 
 

Feature article 
 Nickel prices are up 30% since March on short covering, fears of production 

disruptions, lower scrap availability, and signs of new stainless steel orders. 

Latest news 
 Base metals stumbled slightly on Thursday, despite generally lower 

inventories, after China’s first quarter GDP growth came in at 6.1%. 

 Euro-zone industrial production fell 2.3% MoM in February 2009, and by 
18.4% YoY. US industrial production fell to the lowest level since December 
1998, to be down 12.8% YoY in March (compared to an 11.2% YoY decline in 
February 2009). Russia's industrial production was reportedly down 14.3% 
YoY in the 1Q09, with the decline in March -13.7% YoY. Chinese industrial 
production growth came in at 8.3% YoY in March, bringing 1Q YoY growth to 
5.1%, while Chinese GDP growth slowed to 6.1% YoY, compared to 6.8% in 
4Q08 and below Macquarie's estimate of 7.2%. 

 Stocks of aluminium held at Japanese ports, which were at their highest level 
in a decade in February, dropped in March as metal was shipped out of Japan 
into China due to the large price arbitrage.  Port stocks dropped from 391,000t 
at the end of February to 354,000t at the end of March, but need to fall by 
around another 100,000t to be back to normal levels. 

 World Steel Dynamics (WSD) reports world export hot-rolled coil prices down 
$6/t (2%) over the past fortnight to $400/t.  WSD reports lower prices across 
products and markets, with the most notable price falls an 8% ($41/t) decline 
in US hot-rolled band and a 5% ($22/t) decline in Chinese hot-rolled band. 

 TEX reports that Rio Tinto’s semi-soft coking coal has been settled at an 
average of $78/t, with different volumes of carryover meaning different prices 
for various customers, and around $82/t where carryover has been cancelled.  
The same contracts were settled last year at $240/t.  TEX reports also that 
prices for Vietnamese anthracite have been settled into Japan at prices 
comparable to Australian material.  PCI grade anthracite has been settled at 
$90/t, with all carryover tonnage reportedly cancelled.   

 The Macquarie Group is acting as Advisor to Rio Tinto Ltd and Rio Tinto PLC 
in relation to its strategic partnership with Chinalco as announced 12 February 
2009. 
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Nickel – signs of life after the collapse 
 Nickel prices have rallied strongly since the end of 

March, rising by over 30% from around $9,400/t 
($4.25/lb) to $12,300/t ($5.60/lb). As the chart below 
shows, the price has exhibited a certain amount of 
“stability” since late-2008, reflecting the fact that plunging 
demand has been offset by a constant stream of 
production cut announcements. 

 The recent rally has taken many by surprise in that the 
news from the main end use markets (especially in 
stainless steel, which accounts for around 65% of total 
demand) on the whole remains bleak and there is still a 
feeling that massive excess capacity and unsold stock 
hangs over the market. 

Daily LME nickel stocks and prices 
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Source: LME, April 2009 

 Some of the factors explaining the recent rally are: 

⇒ Short-covering: open interest on the LME has 
fallen over the past week as prices have rallied, 
indicating that speculative shorts have covered.  
This reflects the general rally in other base metals 
and also a more bullish general macro outlook 
based on the expectation that lead indicator data 
may soon start to bottom out in the USA and China. 

⇒ Stainless orders on the rise: after collapsing for 
the past 6-9 months, reports are filtering through in 
Europe and in parts of Asia (especially Taiwan) of a 
rise in orders for stainless steel.  There are also 
reports of a small rise in stainless steel base prices 
in some markets for the first time in a while.  The 
order rise could reflect speculative orders on the 
back of nickel price rises, given that a part of the 
stainless steel price is an alloy surcharge based on 
the previous month’s nickel prices. 

⇒ A growing shortage of secondary nickel:  as we 
have reported in the copper market, low prices and 
weaker economic activity have led to less secondary 
supplies being available. In the stainless steel 
market, almost half the nickel comes from recycled 
stainless steel scrap and reports from the market 
indicate that scrap availability will fall by more than 
20% this year. In China, we have heard of a mad 
scramble to buy ferronickel from the import market 
as a result of tight scrap availability (and also a 
collapse in nickel pig iron production).  This has run 
down a lot of the non-reported nickel stocks in recent 
months. 

⇒ Fear of further supply disruptions: speculation is 
growing about potential industrial action at Vale 
Inco’s Canadian nickel operations, where new labour 
contracts are due for renewal at the end of May.  
Including half the Voisey’s Bay product (which is 
processed at Sudbury), this could affect around 
100,000tpa of nickel (around 8% of 2009 world 
output). 

 Of course most participants in the nickel market are 
incredulous at the rally given the dire state if the current 
market.  According to latest INSG (International Nickel 
Study Group) data released yesterday, world nickel use 
fell 27.4% yoy in the first two months of this year. 
Production was reported as having fallen by only 10.7% 
yoy, implying a surplus of supply over demand of 
41,800t. (LME stocks rose by just over 20,000t over the 
same period.) 

The nickel market in Jan-Feb 2009 (‘000t) 
 2009 2008 Y-o-Y 
 Jan-Feb Jan-Feb % Change 
Usage    
Western Europe 43.9 70.3 -37.6% 
Eastern Europe 1.0 1.5 -33.3% 
Former Soviet Union 4.0 5.5 -27.3% 
China 61.5 63.0 -2.4% 
Japan 13.2 28.0 -52.8% 
Other Asia 23.9 30.6 -21.9% 
USA 14.0 22.6 -38.1% 
Rest of world 8.6 12.8 -32.8% 
Total world use 170.1 234.3 -27.4% 
Total world production 211.9 237.2 -10.7% 
Balance +41.8 +2.9  
Source: INSG, April 2009 

 According to our estimates, world stainless steel 
production fell just over 30% yoy in the world in both 
January and February and over 40% yoy outside China, 
some of the biggest declines ever seen. 

 Such an enormous rate of decline suggests a major 
destocking cycle was underway and this gives some 
hope that when the destocking ends, demand could 
rebound dramatically. 



Macquarie Research Commodities Commodities Comment - Nickel - signs of life Friday 17 April 2009  

 

Macquarie Research Commodities 

World nickel and stainless production – collapsing 
through the first quarter of 2009 
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Source: INSG, Macquarie Research, April 2009 

 The problem for nickel is that there is an enormous stock 
sitting on the LME (just over a month demand compared 
with just over a week of demand in copper for example) 
and also that the industry is operating at such a low rate 
of utilisation (around 75% according to our estimates 
compared with over 90% in copper).  Plenty of potential 
supply hangs over this market. 

Nickel production is running around 25% below plan 
in 2009 
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 The positive element in the nickel market is that 
historically, when demand turns, it turns very sharply 
(due to speculative over-stocking – see our forecasts in 
table below) and also typically that tighter scrap supplies 
in the upturn lead to a massive rise in primary nickel 
demand.  Also, it is likely that there would be a 
significant lag before supply taken off-line could be 
brought back into production (2-6 months). In addition, 
history tells us that LME stocks are not always readily 
“available” in an upturn! 

 On balance, it may be too early to be buying nickel and 
the risks of a short-term pull back are still quite high.  
However, the risks are gradually moving to the upside as 
the year progresses and being short ahead of a potential 
Vale Inco strike may be risky. 

World stainless steel – strong rebound by 4Q 2009? 
(‘000t ) 
 China ROW Total 
Q108 1972 5557 7530 
Q208 1889 5587 7476 
Q308 1651 4684 6335 
Q408 1430 3615 5045 
Year 6942 19444 26385 
    
Q109e 1800 3218 5018 
Q209f 1600 3441 5041 
Q309f 1850 4032 5882 
Q409f 1950 4681 6631 
Year 7200 15372 22572 
    
% change yoy   
Q108 20.7% -6.8% -0.9% 
Q208 1.0% -1.2% -0.7% 
Q308 -4.5% 8.1% 4.5% 
Q408 -27.5% -29.9% -29.2% 
Year -3.7% -7.9% -6.8% 
    
Q109e -8.7% -42.1% -33.4% 
Q209f -15.3% -38.4% -32.6% 
Q309f 12.0% -13.9% -7.2% 
Q409f 36.4% 29.5% 31.5% 
2009f 3.7% -20.9% -14.5% 
Source: INSG, ISSF, CSSC, Macquarie Research, April 2009 

 

Nickel supply/demand balance (‘000t) 
'000t Ni 2007 2008f 2009f 
SS Production (mt) 28311 26410 22574 
% Change -0.5% -6.7% -14.5% 
Austenitic SS (mt) 19768 18605 16206 
% Change -7.5% -5.9% -12.9% 
Nickel Consumption 1343 1284 1167 
% Change -5.5% -4.4% -9.1% 
    
Nickel supply 1417 1368 1204 
% Change 5.2% -3.5% -12.0% 
    
World Market Balance 74  84 37 
Source: Macquarie Research, April 2009 

 



Macquarie Research Commodities Commodities Comment - Nickel - signs of life Friday 17 April 2009  

 

Macquarie Research Commodities 

  Thursday 16 April 2009

           Closing price *            Closing price * % Change 2009 year
16-Apr-09 16-Apr-09 15-Apr-09 15-Apr-09 day to date 2008

$US/tonne US ¢/lb $US/tonne US ¢/lb on day US ¢/lb US ¢/lb
LME Cash
Aluminium 1445.8 65.6 1478.5 67.1 -2.2 61.9 116.6
Aluminium Alloy 1373.5 62.3 1398.0 63.4 -1.8 51.5 102.2
NAASAC 1293.5 58.7 1302.0 59.1 -0.7 46.5 102.5
Copper 4725.0 214.3 4811.5 218.2 -1.8 159.5 315.4
Lead 1509.0 68.4 1551.3 70.4 -2.7 53.3 94.5
Nickel 12360.0 560.6 12399.0 562.4 -0.3 474.1 953.7
Tin 11638.0 527.9 11455.0 519.6 1.6 499.9 839.4
Zinc 1466.0 66.5 1487.0 67.4 -1.4 53.9 84.8

LME 3 Month
Aluminium 1482.0 67.2 1515.0 68.7 -2.2 63.6 118.9
Aluminium Alloy 1400.0 63.5 1425.0 64.6 -1.8 53.1 104.1
NAASAC 1330.0 60.3 1340.0 60.8 -0.7 48.1 104.6
Copper 4729.0 214.5 4819.0 218.6 -1.9 161.2 312.4
Lead 1504.0 68.2 1549.0 70.3 -2.9 53.5 94.9
Nickel 12450.0 564.7 12500.0 567.0 -0.4 478.4 962.4
Tin 11550.0 523.9 11350.0 514.8 1.8 492.7 837.2
Zinc 1497.0 67.9 1520.0 68.9 -1.5 55.0 85.9
* LME closing price - 1700 hrs London time. Year-to-date averages calculated from official fixes.

Gold -  London PM Fix ($/oz) 880.50 891.00 -1.2 906.19 871.78
Silver - London AM Fix ($/oz) 12.65 12.94 -2.2 12.60 15.00
Platinum - London PM Fix ($/oz) 1213.00 1216.00 -0.2 1041.68 1574.84
Palladium - London PM Fix ($/oz) 235.00 234.00 0.4 202.35 351.44
Oil WTI - NYMEX  Latest ($/barrel) 49.62 49.44 0.4 43.64 100.00
Cobalt (99.8%) - Metal Bulletin ($/lb) 15.75 15.75 0.0 17.50 38.42
$US/€ exchange rate - latest 1.3199 1.3221 -0.2 1.307 1.471
$US/$A exchange rate - latest 0.7184 0.7264 -1.1 0.669 0.853

Change since last report Cancelled    End-08 Change
(tonnes) 16-Apr-09 15-Apr-09 Volume Percent warrants stocks since end 08
LME Aluminium 3,658,350 3,666,875 -8,525 -0.2% 85,675        2,338,300 1,320,050
Nymex Aluminium 9,830 9,830 0 0.0% - 9,910 -80
Nymex Al. Pieces (1) 17,873 17,057 816 4.8% - 24,707 -6,834
Shanghai Aluminium 126,849 126,849 0 0.0% - 203,063 -76,214
Total Aluminium 3,803,222 3,803,222 0 0.0% - 2,575,980 1,227,242

LME Copper 475,200 480,400 -5,200 -1.1% 66,275        340,550 134,650
Comex Copper 43,092 43,033 59 0.1% - 31,311 11,781
Shanghai Copper 18,766 18,766 0 0.0% - 17,822 944
Total Copper 553,780 553,780 0 0.0% - 389,683 147,375

Aluminium Alloy 95,160 95,580 -420 -0.4% 1,820          103,560 -8,400
NASAAC 229,400 229,500 -100 0.0% 11,700        245,020 -15,620
Lead 60,325 60,375 -50 -0.1% 2,075          45,150 15,175
Nickel 105,348 105,264 84 0.1% 612             78,822 26,526
Tin 11,660 11,680 -20 -0.2% 835             7,765 3,895

LME Zinc 348,025 349,125 -1,100 -0.3% 14,150        253,475 94,550
Shanghai Zinc 73,318 74,040 -722 -1.0% 62,616 10,702
Total Zinc 421,343 424,465 -3,122 -0.7% - 316,091 105,252

Note: (1) Nymex aluminium "pieces" calculated based on 0.75t per "piece"
Source: LME, Comex, Nymex, SHFE, Metal Bulletin, Reuters, LBMA, Macquarie Research

Exchange Stocks
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