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Strategic view 
Introduction 
Metals prices have fallen more sharply than those during the Great Depression in 
the 1930s, but the main difference between now and then is governments today 
have taken fairly swift and, in some respects, well coordinated action by cutting 
interest rates, pumping liquidity into capital markets, and rapid response bailout 
packages. This might help fend off the worst, but with housing, construction, 
transport, auto manufacturing and other industrial sectors in trouble there is a 
sense that this will not be a short sharp recession. None of this news is good for 
metals (except for perhaps gold), but assets have become cheap and we expect 
2009 will see some predatory bids made � if the financing can be raised. 
Meanwhile, China is currently considering buying all types of base metals to put 
into state reserves, to help boost demand, according to the China Nonferrous 
Metals Industry Association. 

Gold 
Gold enjoyed a late rally, and in some currencies it is now at an all-time high. 
The price remains tremendously volatile with the market unsure whether we will 
get deflation or inflation first.  

Silver 
Silver was trading sideways for the best part of November and early December, 
but has since followed gold higher to toy with $11/oz. We may be seeing the 
beginning of a longer-term rally, but as ever it will be gold that sets the trend. 

Aluminium 
The price has finally crashed to a multi-year low and the demand-side picture 
looks bleak. A possible 3% growth in demand from China in 2009 will not be 
enough to offset the contraction in the rest of the world�s economies. More 
production cuts likely before some stability returns. 

Copper 
Copper has only really begun to feel the effects of the global crisis in the past 
few weeks, its price flirting with sub-$3,000/t levels. Production shedding and 
restructuring will be necessary over the next few months to avoid further large 
price falls. 

Zinc 
Huge output cuts have seen zinc break the tide and remain fairly stable, only 
sliding $100/t since mid-November. Zinc is still in huge surplus, but its poor 
fundamentals have already been priced in. 

Lead 
The realities of global industrial slowdown have now caught up with lead. Lead 
lost $400/t to trade below $1,000/t from mid-November to early December. Its 
price has been impacted by dismal new car sales data and, by late November, by 
rising LME stock levels.  

Steel 
The slaughter undergone by steel prices recently seems to be over; 
announcements from steel producers that they are slashing output has apparently 
persuaded the market that they mean business about getting supply closer 
balanced with likely future demand.  
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Forecasts 

Price forecasts 

  15th Dec 1-month 2-month 3-month 12-month

Gold $ per oz 826.5 800-935 (r) 830-950 (r) 830-950 (r) 850
Silver $ per oz 10.07 10.50-11.50 (r) 11-12.50 (r) 11-12.50 (r) 12 (r)
Aluminium (3-month) $ per tonne 1,514 1,400-1,500 (r) 1,400 (r) 1,350 (r) 1,700 (r)
Copper (3-month) $ per tonne 3,021 2,850-3,100 (r) 2,900-3,100 (r) 2,750-3,000 (r) 3,200 (r)
Lead (3-month) $ per tonne 987 900-1,050 (r) 1,000 (r) 1,100 (r) 1,200 (r)
Zinc (3-month) $ per tonne 1,069 975-1,125 (r) 950-1,000 950-1,000 1,100

  Average/2009 Average/2010 Average/2011 Average/2012 Average/2013

Gold $ per oz 825 800 650 650 650
Silver $ per oz 12 12 10 10 10
Aluminium (3-month) $ per tonne 1,700 (r) 2,400 (r) 2,500 (r) 2,650 (r) 2,700 (r)
Copper (3-month) $ per tonne 3,500 (r) 5,500 (r) 6,000 (r) 7,500 (r) 8,000 (r)
Lead (3-month) $ per tonne 900 (r) 1,200 1,200 1,200 1,200 
Zinc (3-month) $ per tonne 1,100 (r) 1,200 (r) 1,700 1,900 (r) >2,000 (r)

Source: VM Group  (r) = revised estimates from previous report

Market Update 

Prices and stock levels 

Prices 
(15th Dec) 
   

Most 
recent 

price 

Average 
over past 

12 M 

High 
 
 

Low Price 
1 week ago

WoW 
(%)

Price 
1 month 

ago

MoM 
(%)

Price 
12 months 

ago 

YoY 
(%) 

 

Average 
2007

Average 
2006

Gold $/oz  826.0 870.1  1,011.3 712.5 749.0 10 724.8 14 790.8 4 696.5 604.0
Silver $/oz  10.33 15.15  20.92 8.88 9.5 9 9.7 7 13.7 (25) 13.4 11.6
                   
Aluminium $/tonne  1,489 2,658  3,341 1,489 1,492.0 (0) 1,915.0 (22) 2,404.0 (38) 2,662.0 2,593.4
Copper $/tonne  3,130 7,044  8,812 3,021 3,077.0 2 3,635.0 (14) 6,421.0 (51) 7,095.9 6,670.6
Lead $/tonne  1,021 2,163  3,461 929 929.0 10 1,270.0 (20) 2,382.0 (57) 2,557.9 1,281.6
Zinc $/tonne  1,081 1,948  2,841 1,069 1,100.5 (2) 1,111.0 (3) 2,256.0 (52) 3,243.2 3,252.4

LME Stocks 
(15th Dec) 
  

Most 
recent 
stocks 

Average 
over past 

12 M 

High 
 
 

Low Stocks 
1 week ago

WoW 
(%)

Stocks 
1 month 

ago

MoM 
(%)

Stocks 
12 months 

ago 

YoY 
(%) 

 

Average 
2007

Average 
2006

Aluminium Tonnes  1,942,675 1,172,724  1,942,675 926,050  1,875,825 4 1,600,575 21  928,550 109  842,573 723,253 
Copper Tonnes  318,625 170,070  318,625 109,025 300,725 6 272,625 17  195,650 6  158,899 119,593 
Lead Tonnes  44,100 62,211  101,900 40,950 43,475 1 44,725 (1)  43,425 2  37,218 76,115 
Zinc Tonnes  232,325 143,702  232,325 85,000 210,600 10 182,975 27  85,125 173  81,377 218,452 

Source: VM Group 
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Analysis 
Metals during the Great Depression 
The impact of the credit crunch on global finance has plunged the world into a 
severe recession. Some have even drawn comparisons with the Great Depression 
of the 1930s, arguing that the slowdown in the developed world (particularly the 
US and Europe) will be comparable with the worst financial event in modern 
times. Although this still remains a minority view � economic policy is generally 
thought to have learned the lessons of that decade, economies are more 
diversified, and power less concentrated in developed nations � it is nevertheless 
interesting to consider base metal prices during the Great Depression and see 
how they match up with what is happening today. 

The Great Depression affected almost every country in the world, but it is 
mostly associated with the US and some western European nations. When it 
precisely began and ended is a matter of debate, and differs across countries, but 
in the US it tends to be dated from the October 1929 stock market crash with its 
ending placed in the late 1930s, coinciding with the build-up to the Second 
World War. From peak to trough (1929 to 1932), Western Europe suffered a 
10% decline in GDP, the US and Canada a 19% fall (1929 to 1933) and South 
America 15% (1929 to 1932). Asia, a far less industrialised region then than it is 
now, saw only modest declines. In western Europe, GDP reached 1929 levels 
again by 1935, but in the US these levels were not reached until 1939.  

The following charts show the performance of metals prices from 1920 to 1940, 
first base metals and then precious metals1. 

  
Base metal prices, 1921-1940 (1921=100) 
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  Source: VM Group 

Looking at the base metals, a pattern can bee seen for copper, tin, zinc and 
lead, as they all hit rock bottom in 1932 after years of substantial declines. Their 
peaks came sometime before, copper in 1929, tin in 1926 and lead and zinc in 
1925. At their peak levels they were respectively 45%, 119%, 93% and 63% 
higher than in 1921. By 1932, copper had slid 68%, tin 66%, lead 65% and zinc 
62% from their peaks. They did not regain their 1921 level until 1937 for copper 
(which then slid back again, remaining 9% lower than its 1921 level in 1940), 
and 1936 for both lead and zinc. The price of tin rebounded quickly, almost 
doubling in 1933, as production was slashed while the two other base metals, 
aluminium and nickel, have a different story to tell. The nickel price was tightly 

                                                           
1 We have used US metals prices from the archives of the US Geological Survey. Markets 
were not as integrated then as they are now, and there used to be significant differences in 
metal prices across regions and even within countries. However we believe the trends will 
have been the same in most countries. 

Analyst: 

Matthew Turner 
VM Group 
Tel: +44 20 7569 5934 
Email: matthew@vmgroup.co.uk 
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controlled by producers, and after falling in the early 1920s remained stable 
during 1926 to 1940. The aluminium price peaked in 1926 and slowly lost value 
through to 1940, although it should be noted that the market was very small in 
those years compared to today.  

This data is recorded in nominal prices. Putting it in real prices, i.e. adjusting for 
changes in the general price level, tends to reduce the price declines seen in the 
US. This is due to deflationary effects that took place between 1929-1932 when 
prices slipped by 24%. The pattern remains similar to the figures measured in 
nominal prices, but the falls are less severe. By 1932, copper was 59% lower 
than its peak, while lead was down 53%, tin 55% and zinc 48%. Nickel and 
aluminium were at their real-term peaks. 

Silver and the PGMs tell a similar story to the base metals. They peaked in the 
mid-1920s and then fell back, with silver bottoming out in 1932 at 60% off its 
1925 peak, and the PGMs (here a mixture of platinum and palladium) hitting 
bottom in 1933-1934, at 77% below their 1925 peak. The great exception is 
gold, the price of which was fixed in US dollars for most of this period, but 
which gained from the devaluation of the dollar in January 1934 from $20.67/oz 
to $35/oz, a gain of 70%. In real terms the PGMs fell 67%, silver 47%, from 
their peaks to 1932, whilst gold gained (as prices were falling) and after the 
revaluation of the US dollar was more than double its 1927 (and 1921) levels. 

  
Precious metal prices, 1921-1940 (1921=100) 
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  Source: VM Group 

Comparing then with now, almost all metals have already come close to or 
exceeded the decline seen during the Great Depression, and over a much shorter 
period of time. This is perhaps to be expected, given the greater speed at which 
markets nowadays adjust, and the flows of speculative money that help them do 
so. Furthermore, these flows of speculative money helped push prices up far 
higher recently than in the 1920s. 

The extent of the recent price declines fits oddly with the economic slowdown 
so far experienced. During the Great Depression, US economic output declined 
by 28.5% between 1929-1932, while Western Europe suffered a 9% decline. 
Global GDP fell by an estimated 13%. Right now, the UN�s forecast is still for 
global GDP to grow in 2009, albeit it by an anaemic 1.0%. Another guide to 
how bad things were then, compared to now, can be seen in US car sales. Today 

Change from peak to trough (1930s) vs. change from most recent peak to today�s price (%) 

  Copper Lead Tin Zinc Gold Silver Platinum Palladium

This time (61) (75) (55) (75) (26) (55) (65) (71)
1930s (68) (65) (66) (62) n/a (60) (77) (77)

Source: VM Group 
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US car sales have fallen by about one-third; following the 1929 stock market 
crash they fell by about 80%.  

One complicating factor in this analysis is that we have used the annual data 
above to look at the 1930s declines but compared it with those based on daily 
data today, which clearly can show more volatility. Looking at monthly data for 
copper in the 1930s and today shows a reasonably similar trend (with today�s 
copper prices about 20 times those of the 1930s), at least so far. But on this 
measure copper prices have someway further to fall.  

Production 
What happened to global mine production in these years?2 It fell. However, one 
must be careful in attributing this to the Great Depression, as production in the 
inter-war years was very volatile. But with the exception of gold and PGMs, 
1932-1933 saw the lowest production of any years between 1925-1940 in every 
metal (volumes had increased substantially from 1921 to 1925). Compared with 
1929, by 1932-1933, production of copper had fallen by 53%, lead 35%, nickel 
61%, tin 54%, zinc 46%, aluminium 49% and silver 37%. Gold and PGMs saw 
a production increase of 30% and 40%, respectively. It is too early to predict the 
severity of the current global economic downturn, which only really became 
apparent late last year, but there have been significant declines in metals prices 
already. Again, supply is slowing down, as low prices force miners to cut or 
close operations. To date, we estimate 7% of aluminium production has been cut 
entering into 2009, 3% of copper, 10% of nickel, 7% of zinc, 3.5% of lead and 
7.5% of tin. 

  
Copper in 1930s and today, monthly ($/tonne) 
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  Source: VM Group from USGS data 

History rarely repeats itself exactly and the same is true for metals markets. 
Price declines are comparable or even in excess of those seen during the Great 
Depression, but so far the economic news, whilst terrible, hardly compares to 
that period. A pessimist might suggest that that means there is much worse to 
come, but that metals� prices have adjusted so quickly is surely more to do with 
the much faster-paced nature of markets and the advances in human and 
technological development now compared to the 1930s. This is not a bad thing, 
despite how it seems now. Quicker adjustment should mean a quicker recovery 
now than then. Added to this is the rapidity with which governments have opted 
for deficit spending and very loose monetary policy, in the US, Europe and 
elsewhere. This may be storing up inflationary problems for the future � but 
right now the emphasis is on curing short-term ills. 

                                                           
2 To put production in perspective, global mine production in 2006 compared to the average 
between 1925 and 1940 was: 9 times higher in copper, 2.4 times in lead, 22.8 times in nickel, 
1.9 times in tin, 8 times in zinc, 102 times in aluminium, 2.9 times in gold, 2.7 times in silver 
and 55 times in PGMs.  
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Focus 
China begins to stumble � but how badly? 
All eyes are on China right now, as the global economy looks to the Asian giant 
to use its spending firepower to help ease the slowdown happening everywhere 
else. It�s far too early to tell just how much China�s own growth will slow, and 
forecasts from international financial institutions diverge quite widely. But the 
country�s base metal consumption will inevitably suffer in 2009. 

A decade ago, the Asian financial crisis helped to push the world into its last 
recession. Today, the hopes of the world are that Asian growth will be 
sufficiently strong to pull everywhere else out of recession. As we head into 
2009, estimates of probable growth for Asia have been coming fast and furious, 
but they are widely divergent and having been compiled in advance of what 
seems like an endless wave of dire news are inevitably going to be subject to 
further downward revision. The latest, from the Asian Development Bank 
(ADB), was published on 11th December � which is itself a sign of the difficult 
times we are living through, as the ADB normally only publishes its forecasts in 
April and September. 

What does the ADB hope for next year? It appears right now to be somewhat 
optimistic, accepting that Asian economic growth overall will slow but only to 
5.8%. This rate would be the lowest since 2001, when growth was 4.6%. 
However, given ADB�s prediction that Western markets for Asian exports are 
likely to be flat or even shrink in 2009 (as the region becomes sucked into the 
collapse of global trade), this seems a pretty strong growth rate, especially as 
whatever Asian growth does happen will, by definition, be driven by rising 
domestic demand. That seems to place a lot of faith in Asian consumers� 
willingness or ability to spend at higher levels when the rest of the world is not. 
Most bullish of all is the ADB�s outlook for China�s growth next year, which it 
puts at a probable 8.2%. Although that would be 1.7% lower than 2008 � and the 
lowest growth rate in seven years � if it was actually achieved it would be a 
tremendous performance by comparison with the probable negative growth of 
most economies in the West. 

The ADB is much more hopeful than the World Bank, whose quarterly update 
on China has been published this month, and positively bullish compared with 
comments from the head of the International Monetary Fund on 15th December 
saying the fund might lower its Chinese growth forecast to just 5% in 2009.  

In the World Bank report, China is seen has being somewhat cocooned from the 
financial turmoil going on just about everywhere else � its banks have had 
�modest exposure to sub-prime assets� and �the accumulation of large external 
surpluses� means the country has abundant liquidity and vast foreign exchange 
reserves. Where China�s exports have been badly affected, so far, has largely 
been in non-essential products such as toys and textiles; must-have items such as 
machinery and industrial equipment exports have held up well, and even exports 
of electronics have not yet been badly impacted. And perhaps the ADB�s 
implied hope that the rest of Asia will pick up the baton dropped by the EU and 
North America will be realised � the World Bank study points out that while 
China�s exports to the EU started to soften in August this year, its exports to 
emerging markets, including Asia (minus Japan), grew by 32% in Q3 2008, 
year-on-year (measured in US dollar values). 

Government policy is key  
The Chinese authorities have been as surprised by the swiftness of the onset of 
this recession as anyone else. They spent much of the period between mid-2007 
and mid-2008 taking action to fend off the threat of inflation, particularly in food 
items but also in the speculative property bubble that was developing, by 
tightening monetary and credit policies. This has meant that overall real 
investment growth in 2008 has been much lower than the previous year, with 

Analyst 
Gary Mead 
Tel: +44 20 7 569 5930 
Email: gary@vmgroup.co.uk 



Fortis/VM Group December 2008 | Fortis Asian metals monthly | 9
 

credit for second homes much more difficult to obtain and land supply for new 
building being more restricted. This has meant that real estate investment growth 
is now close to zero and much weaker figures for house sales. In recent months 
however, as the financial crisis of the US has morphed into a real economic 
crisis for the world, Beijing has begun to ease monetary policies and consumer 
confidence is as strong as it was at the end of 2007, and retail sales have carried 
on booming, growing (in real terms) by some 17% in October, year-on-year. 

The difficulty in assessing the extent to which China�s economy � and its 
demand for base metals � might be dragged lower by events that are, after all, 
not its responsibility, derives from the fact that its gross exports account for 
almost 40% of its GDP. If the rest of the world veers away from spend, spend, 
spend into save, save, save � and in the US, consumer spending fell yet again in 
November by 0.5% compared to October, while the rate of personal saving rose 
to 2.4%, when in April this year savings rates there were zero � then China�s 
export-dependent growth will be severely dented, unless domestic Chinese 
consumption can be persuaded to take up the slack. It�s almost inevitable 
therefore that Beijing will adopt a range of measures, including further easing of 
credit, to ensure that has a chance of happening. 

Look to the long-term 
The World Bank published another report in December, the Global Economic 
Prospects 2009. Superficially, this carries some very negative warning signals 
about looking to China to continue its recent five-year splurge of base metals� 
demand. One sub-heading asserts that �the commodity market boom has come to 
an end�, which ought to be a contender for the 2008 award for stating the 
blindingly obvious, if it existed. The report points out that �metal intensity 
[defined as the quantity of metals required to produce a unit of GDP] in China is 
four times higher than in developed countries and twice as high as in other 
developing countries.� 

This is unarguable, but a subsequent assertion is much more questionable, 
simply because it hinges entirely on too many unknown (and unknowable) 
variables: �China�s metal intensities are expected to stabilise in coming years 
and then begin to fall as the country�s very high investment rate declines and the 
transitional shift in global manufacturing capacity from high-income countries to 
China slows.� This too is a less than impressive statement than appears at first 
sight � of course China will experience lower rates of metal �intensity� 
eventually � but when precisely might that be? When the boom is upon us, no 
one can be found calling an end to it; likewise, when the bust has arrived � and it 
surely has � everyone is ready to say there will never be another boom. The 
deeper and longer the current bust is, the greater the lag will be in providing 
sufficient supply of base metals once the recovery is underway. International 
Financial Institutions such as the World Bank specialise in detailed explanations 
of what has happened, and why it happened � and in that respect provide an 
excellent service. What they cannot get a handle on is the unknown, the longer-
term future, out beyond the next year or two. 

No super-cycle � just cycles 
Much ink has been spilled on whether or not commodities had entered a new 
paradigm, a super-cycle of a very long-term upward rise in demand and hence 
prices. The events of the past year have killed off all such talk, but there is a risk 
right now of throwing a whole kindergarten of babies out with the bath water. 
We always resisted the temptation of joining the super-cycle theory bandwagon, 
simply because record high commodity prices always have a powerful impact on 
the supply-side � the higher the price, the more new entrants flock to the party, 
which inevitably, when demand runs aground (as now), results in vast surpluses 
and painfully swingeing production cuts. There is no super-cycle, just the 
normal cycle, and we are today living through the nadir of the latest. It may be 
regarded as prematurely optimistic to start talking about the next upswing of the 
commodity cycle � but emerging market economies are so far lagging behind 
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advanced economies, on so many indicators, and, perhaps more important, their 
citizens are more sensitised than ever before to the possibility of a much 
wealthier material existence, that another such upswing is an inevitability at 
some point. On just two basic indicators � the numbers of airports and the extent 
of its railway network � China has a very long way to go before it begins to 
match more developed economies. To mistake the current commodity bust as 
signifying that there will never be another boom would be a strategic mistake. 

Railways - kms per million population 
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Yet that is precisely the mistake that the World Bank appears to be making. 
Inevitably, the two reports published by the Bank this month are justifiably 
gloomy about the macroeconomic prospects for the next two years � to be 
otherwise would fly in the face of current experience and realities. Yet some of 
the comments and analysis contained in the World Bank�s Global Economic 
Prospects 2009 regarding commodities just don�t stack up, and their forecasts 
for future food, metals and energy consumption levels seem breathtakingly 
sanguine. On grain consumption for example, the report asserts that �as per 
capita incomes reach about $3,000, the pace at which grain demand rises 
declines, ultimately falling to close to zero.� This seems very clear, but collapses 
under examination; what happens in emerging economies is that as incomes rise 
people�s diets tend to shift towards greater protein intake � they certainly eat less 
grains in the form of grains, but their intake of grains in the form of fattened 
pigs, chickens and cattle rises vastly. 

When it comes to long-term commodity demand, including metals, the report 
looks wobbly. It asserts that because population growth over the next two 
decades �is expected to slow significantly from 1.2% during the 2000s to about 
0.8% in the period 2015-30� this should �help moderate commodity demand 
compared with past demand.� The first part of this may well be true � but how 
relevant is it in assessing long-term future demand growth, when the world�s 
population is nevertheless set on course to grow from some 6bn today to around 
10bn by 2050? The rate of growth is, arguably, of less importance than the 
overall net increase. 

A fair chunk of those additional human beings will be born in China (despite its 
one-child policy), which this year commemorates 30 years of living under a 
communist government committed to economic reform. This year, China will 
see a record number of young people graduate from university, an estimated 
6.1m. Their expectations of material and financial success have been aroused 
and, while many of them � and future graduates, too � may have to be lowered 
in the short-term, in the long-term it will be politically dangerous to do anything 
but continue the recent high, rapid growth rates. China�s political leadership is 
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only too well aware that the country�s stability would be at risk if a whole 
generation of highly educated, globally aware young people were frustrated. 
And in that, and other countries that have just begun to taste wealth, lies the 
seeds of the next commodity boom. 
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Hedge funds activity 
News 
� Dec 5th: Brazilian hedge funds lost $1.41bn in withdrawals during November, 

after losses of $5.96bn in October, according to the country�s National 
Association of Investment Banks. Outflows of funds for the year up to the 
end of November are estimated at $21.31bn. 

� Dec 1st: EU commissioner Charlie McCreevy said the EU will move closer to 
agreeing new rules for the regulation of hedge funds, kicking off the process 
with a series of consultations with large financial firms.  

� Dec 1st: Paul Tudor Jones, whose BVI Global Fund achieved annual returns 
of around 22% since its inception in 1986, suspended withdrawals from his 
flagship fund. The $10bn Tudor Fund will effectively be split in two after 
investors asked to withdraw around $1.4bn. Redemptions from the Tudor 
Fund were unexpected, as the majority of its investors have had their money 
with the fund for 10-15 years. 

 
Analysis 
� All round rotten year 
 
Hedge funds in our database have now recorded their fifth consecutive month of 
negative returns, with an average negative performance of 5.44% during 
October. Performances began to dip in June, as markets saw the first ripples of 
the credit crunch. But this was merely a prelude to the wave of deleveraging that 
inundated the hedge fund industry in October and November. Some hedge funds 
have done well with contrarian bets on the direction sub-prime assets would 
take, but most will be worse off at year-end. Returns for commodity funds have 
dropped from their peak this year of 10.6% in February, with a negative 
performance rating for October of 5.66%. For the year thus far commodity funds 
now chart an average performance in negative territory, down by 0.33%, while 
the broader industry is down by 1.54%. Some sectors have proved more resilient 
than others.  

The chart on the next page shows our latest estimates (December 15th) of the 
impact of the rebalancing which will take place in both the S&P GSCI and the 
Dow-Jones AIG commodity indexes in early January (for full details see the 
November Fortis Metals Monthly). 

Outlook 
Most hedge fund managers will be glad to see the back of 2008, yet 2009 is 
likely to be no less challenging. The global economy will eventually clamber 
out of recession and commodity markets will regain a bias towards less 
momentum, more fundamental-driven movements, but hedge funds are 
inevitably going to find themselves facing much more red tape in the future, 
and it may become a much more difficult environment in which to raise 
capital. We may see deleveraging extend into Q1 2009 � many Asian hedge 
funds have not yet begun to unwind their positions, as redemption requests 
have been concentrated in European and American funds. However, the 
reality of inexorably growing demand in Asian markets will not be 
permanently derailed; commodities� demand will recover and therefore 
there will continue to be room in these markets for hedge funds. 
Nevertheless, efforts to stem redemptions are likely to facilitate a 
permanent decline in the management fees hedge funds are able to charge. 
The outright or partial suspension of withdrawals to shore up cash, 
imposing gates for set time periods and introducing greater lock-up periods 
will see investors more reluctant to return to higher fees, even after 
performances stabilise. 
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Latest estimate of commodity index rebalancing, December 15th 

Exchange Contract GSCI DJ-AIG Total % OI  Exchange Contract GSCI DJ-AIG Total % OI

CME  Lean hogs 776 (24,368) (23,592) (14)  LME Lead 98   98 0
CME  Live Cattle 3,231 (19,971) (16,740) (8)  ICE Futures US Gasoil 930   930 0
ICE Futures US Sugar (827) (44,717) (45,545) (7)  COMEX Silver 0 540 540 1
ICE Futures US Coffee (415) (5,477) (5,892) (5)  ICE Futures US Cocoa 77   77 1
COMEX Gold (805) (9,828) (10,633) (4)  LME Aluminium 336 7,054 7,390 1
KBCT Wheat KBOT (2,676)   (2,676) (3)  CME Feeder Cattle 274   274 1
ICE Futures US Cotton 1,475 (22,500) (21,024) (3)  CBOT Soybean Oil   4,704 4,704 2
NYMEX Natural Gas (2,358) (6,786) (9,143) (1)  CBOT Wheat CBOT 1,019 5,693 6,712 3
ICE Futures UK BRT Crude Oil 302 (1,464) (1,162) (1)  NYMEX WTI Crude Oil 5,024 27,166 32,190 3
NYMEX Heating Oil (4,192)   (4,192) (1)  NYMEX RBOB 2,556 8,407 10,963 6
CBOT Corn (2,538) 2,057 (481) (0)  LME Zinc 75 13,572 13,646 6
LME Copper (48)   (48) (0)  LME Nickel 40 7,677 7,717 9
CBOT Soybeans 1,186 (1,040) 146 0  COMEX Copper  24,666 24,666 36

Source: VM Group 
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Gold 
News 
� Dec 5th: Ghana produced 1.91 Moz (59.4t) of gold between Jan-Sep 2008, up 

2% on the same period of 2007. Revenues soared by 35.7%.  
� Dec 4th: China�s gold output in 2008 will be 276t, up from 270.4t in 2007, 

according to the China Gold Association. That the increase will be relatively 
small was blamed on the depressed world (and local) prices. Output in Jan-
Oct was 223.1t, up 3.32% year-on-year, according to the Industry Ministry.  

� Dec 2nd: Indian gold imports were between 35t-40t in November, compared 
with 54t in the same month of 2007, according to the Bombay Bullion 
Association, which blamed high prices for the drop. 

 
Analysis 
� A dollar-led rally  
 
A collapsing dollar and talk of printing money is just the stuff for a gold rally. 
Gold headed clear of $800/oz in early December and on the 17th, as the euro 
regained the $1.40 level, fixed at $870.00/oz, its highest price for ten weeks. In 
sterling and some other currencies this was an all-time high. The dollar had 
taken fright at the Federal Reserve�s decision to cut interest rates to below 
0.25% and its promises to employ unconventional monetary policy if necessary. 
This is gold friendly not just because it is dollar unfriendly, but also because it 
raises the risk of inflation down the line.  

Until then it had been noticeable how volatile the price had been, with the 
average percentage change in price (on the London PM fix) at 2.0% in 
November, down from 2.7% in October, but higher than any other month this 
year. In dollar terms this was $16.7/oz a day on average � on 44 days up to the 
end of November it has moved by more than $20/oz in a day. As the table (left) 
shows, volatility has risen this year compared to previous years, and the last few 
months have been the most volatile of all. This volatility reflects the uncertainty 
in the market, both about how bad the economic and financial crisis will turn out 
to be and what it will mean for gold.  

Outlook 
The economic outlook is as bad as it has been at any time in the past 100 
years. At some point the monetary expansion undertaken by the world�s 
central banks is likely to show up in inflation and gold should be a 
beneficiary. But first there might be deflation, and how gold will react to 
this is hard to gauge as the historical precedents are few � during the Great 
Depression the gold price was fixed nominally and so naturally rose, while 
the more recent Japanese deflation was by definition regional only. Much 
will depend on the dollar, whose strength in 3Q and 4Q 08 might, when 
looking back, seem an aberration. Short-term London PM fix: $800/oz-
$935/oz. 

Market data (November unless stated) 

Prices US$/oz 
 

Yuan/kg 
 

Yen/gr 
 

 ETF  
investment 

Tonnes 
holdings

Monthly 
change

Lease  
rates 

1m 3m 6m 12m  Option volatility  
(end month, %) 

Average  763  167,548  2,365  US (2)  823.5 9.8  Average 1.37 1.93  1.92  1.68  1-month 46.00 
High  823  180,570  2,566  UK (2) 164.8 (5.1)  High 1.67 2.15  2.13  1.87  3-month 45.50 
Low  714  156,677  2,210  Aus  11.5 (0.1)  Low 0.98 1.58  1.52  1.36  6-month 42.00 
     S. Africa 26.9 0.7       12-month 38.75 
     Swiss 95.3 2.3       24-month 38.25 
      India (5)  5.3 (0.4)        
     Turkish 1.3  -        
     German 19 2.6        

Source: Prices: London Bullion Market Association, Others: VM Group Note: Indian ETF holdings calculated from rupee amounts and thus are approximations only 
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Gold volatility on the increase 

Average 
gold price

Av. % daily 
change

Av $/oz
change

1999  278.53 0.6  1.68
2000  279.01 0.6  1.55
2001  271.04 0.6  1.60
2002  309.66 0.6  1.96
2003  363.32 0.8  2.73
2004  409.14 0.7  2.77
2005  444.47 0.6  2.66
2006  603.42 1.1  6.42
2007  695.45 0.8  5.23
2008  874.20 1.4  11.70

Source: VM Group from Reuters Ecowin 
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Silver 
News 
� Dec 16th: Silver Eagle Mines Inc will close its Miguel Auza mine in Mexico 

due to low silver prices. 
� Dec 5th: Production halted at Mexico�s Fresnillo operation, the world�s largest 

silver mine, due to a strike. The mine is a subsidiary of Peñoles and produced 
33 Moz in 2007. 

� Dec 3rd: ProFunds Group launched the first exchange-traded funds in the US 
to provide short or leveraged exposure to gold or silver. 

� Dec 2nd: Johnson Matthey received a $3m criminal fine for a felony violation 
of the Clean Water Act by a judge in Utah. JM admitted violating the Act at 
its Salt Lake City precious metals� refinery.  

� Nov 28th: Mexico�s silver output increased to 232,126 kg (7.46 Moz) in 
September, up 12% year-on-year.  

 
Analysis 
� Building a base? 
 
Silver traded sideways in November between $9.17/oz-$10.41/oz (on the 
London daily fix), while the gold/silver ratio (the amount of silver ounces equal 
in value to one of gold) narrowed to below 80 for December (up to the point of 
publication of this report). Silver gained 11% in December to fix at $10.98/oz on 
the 17th December, and should consolidate near this level in the run up to New 
Year. Its relative stability prior to the rally certainly suggests that the period of 
deleveraging and liquidation is over for now.  

As we said in last month�s report, mine production cuts may have reminded 
people that silver supply is no more guaranteed than that of other metals, 
especially in the light of the ongoing strike at the giant Fresnillo mine in 
Mexico. It may also remind us that silver�s huge supply surplus is only the result 
of the large amount of recycling, which in itself is also not guaranteed, as prices 
decline. Physical silver ETF investments certainly have not been deterred, with 
slight gains in tonnage since September. Total ETF holdings increased by 47t in 
October and 76t in November, to reach a total of a massive 8,253t. All the action 
was seen by UK-based ETF Securities and Swiss-based Zürcher Kantonalbank, 
while that of the much larger US-based Barclays iShares remained fairly static at 
6,850t-6,852t in the same two-month period. Even paper silver has rebounded 
somewhat, with the net long position on Comex increasing to 3,948 in the week 
to 5th December from 2,975 in the week ending 24th October.  

Outlook 
Silver continues to surprise and now looks likely to be dragged up by a 
resurgent gold. Both physical and paper investment interest is also up, and 
the price has risen 11% in December to fix at $10.98/oz on the 17th. 

Short-term London fix: $10.50/oz-$11.50/oz. 
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Market data (October unless stated) 

Prices  $/oz 
 
Yuan/kg 

 
Yen/gr 

 
 Lease  
rates 

1m 3m 6m 12m  Imports Exports  Option volatility 
(end month, %)

Average 9.8  2,164  31  Average  1.40  2.00 2.20 2.23  USA (Sept) 133,004 131,563  1-month 71.00 
High 10.4  2,284  33  High  1.75  2.31 2.41 2.49  Japan (Oct) 423,682 597,480  3-month 64.00 
Low 9.2  2,014  28  Low  1.15  1.59 1.89 1.83  China (Oct) 575,204 162,944  6-month 56.50 
           12-month 48.50 
           24-month 47.00 

Source Price: London Platinum and Palladium Market, Others: VM Group  * Includes 'basket' ETF
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Aluminium 
News 
� Dec 15th: Rusal will cut production by 180,000t/y and delay the launch of a 

750,000t/y smelter in Siberia to 2010.  
� Dec 4th: Rio Tinto may sell its half of a Chinese aluminium joint venture to 

partner Qingtongxia, which is consolidating its assets to prepare for a 
takeover by state-owned China Power Investment Corp. 

� Dec 4th: China may cancel a 15% tax on exports of primary aluminium to 
help smelters. Cutting the tax could boost exports and push down 
international prices. 

� Nov 24th: Bosnia�s sole aluminium smelter Aluminij Mostar will cut 
production and jobs in 2009 because of low prices for the metal and high 
electricity prices.  

 
Analysis 
� Price slumps, stocks build, demand weakens 
 
Aluminium has decreased by 57% to about $1,450/t (LME 3-month contract) as 
at 5th December, after setting a nominal record high of $3,373/t in July 2008. 
With slumping prices and growing stocks, we believe there is little to be positive 
about in the short to medium-term for aluminium. Global demand from the 
automobile and construction sectors is dire, and getting worse by the day. More 
primary production needs to shut to rebalance supply with lower demand, and 
further price declines are likely to force this on previously reluctant smelters. 
Moves by the Chinese government to reduce smelter power tariffs and slash 
export tax on primary aluminium will lower costs and may therefore slow 
necessary output cuts. To date, we estimate 7% (2.8 Mt) of total global primary 
aluminium production has been cut entering into 2009, which would see global 
supply next year coming in at 39 Mt. But risks remain on the downside as 
Chinese apparent consumption has slowed appreciably in Q2 and Q3 2008 year-
on-year, and will slow further going into 2009. According to state-run research 
agency Antaike, Chinese consumption of primary aluminium will grow by just 
3% in 2009, from 8.5% growth this year and 30% in 2007. But will this and 
production cuts be enough to offset massively weaker Western consumption? On 
an annualised basis, aluminium production fell by 1 Mt in October, according to 
the International Aluminium Institute, reflecting supply shedding.  

Outlook 
The demand side for aluminium continues to worsen, and with the Chinese 
anticipating growth of just 3% in 2009, we expect a severe contraction in 
primary aluminium demand next year, as the US and Europe will remain 
weak well into 2010. Another 10%-20% may come off the price to achieve 
the necessary effect of reducing supply to match demand. But herein lies the 
problem; as demand continues to weaken on a daily basis, it is fairly safe to 
say that it could take another six months before we can accurately estimate 
global consumption. With the run-up to Christmas traditionally being a low 
period for metal prices, we expect further price falls. Short-term LME 3-
month price: $1,400/t-$1,500/t.  
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Market data (November unless stated) 

Prices 
($/t) 

Cash 3-month 15-month 27-month  Stocks 
(tonnes) 

LME SHFE Prod (kt) Oct Nov  LME Open Interest 
(contracts) 

Average  1,835  1,888  2,068  2,208  Oct-08 1,528,400  190,134  Europe 760 789  Aluminium 681,308
High  2,011  2,075  2,265  2,402  Nov-08 1,823,800  206,415  Americas 690 710   
Low  1,642  1,703  1,880  2,010    Asia 331 346   
        China 1,156 1,106   
        Other 329 342   
        Total 3,266 3,293   

Source: London Metal Exchange, except Production: International Aluminium Association 
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Copper 
News 
� Dec 15th: Codelco expects the supply and demand dynamic of copper should 

normalise around 2011. In the meantime �we are going to face a complex 
period,� Codelco said. 

� Dec 5th: Mongolia gave the green light to restarting talks with Ivanhoe Mines 
and Rio Tinto over a draft investment deal for the Oyu Tolgoi copper deposit, 
with a deadline to present it to parliament before February 1st. 

� Dec 3rd: Freeport McMoRan will cut its copper production by 90,000t in 2009 
and 225,000t in 2010 as low metal prices erode margins.  

� Dec 2nd: China�s Yunnan Province plans to buy up to 1 Mt of base metals to 
support local smelters. This includes 150,000t of copper, 300,000t of 
aluminium, 150,000t of lead and 300,000t of zinc. 

 
Analysis 
� Further price falls likely 
 
Having breached the psychological $3,000/t level, the copper price is poised to 
fall further, as LME stocks build (321,900t as at 17th December) to the highest 
since February 2004. Production cuts, to date, have been insufficient, and signs 
that demand is crumbling are evident. China�s producers� manufacturing index 
fell to 38.8 in November, down 5.8% from October and the lowest ever level 
since the index began in 2005, while, according to the Institute for Supply 
Management, the US recorded its lowest ever PMI of 36.2 since records began 
in 1931. US payrolls were cut by a staggering 533,000 in November, which was 
much worse than forecast, and resulted in a US unemployment rate of 6.7%.  

Freeport McMoRan Copper & Gold�s huge production cut of 90,000t in 2009 
and 225,000t in 2010 was met with further price falls rather than consolidation. 
This suggests that the market is looking for even more output cuts, especially 
given that the price has fallen despite the softening dollar. We have revised our 
estimates for global production cuts in mine output to 447,000t, to date. At least 
another 1 Mt of cuts will be necessary to offset weakening demand and to curb 
growing LME stocks, which may rise by another 300,000t-500,000t from their 
current 297,300t. We mentioned in last month�s report that, should the recession 
turn out to be as dire as that of the early 1970s, when copper demand plummeted 
about 9% over two years, then further price falls in Q1 2009 to sub $3,000/t may 
be unavoidable. We are now in that environment, and risk is on the downside. 

Outlook 
Now that copper has finally succumbed to the global recession we shall start 
to see more production cuts, such as Freeport�s effort in early December. 
We expect global copper consumption to end 2008 at 17.9 Mt, and possibly 
<17.9 Mt in 2009, as any appreciable growth in China will be offset by 
contractions in the West. Sub-$3,000/t prices should threaten some 1.8 Mt/y 
of production capacity on a cost basis, which, we believe, will need to be 
shed in order to stabilise the price. We may well see a rash of cuts by the 
major producers � BHP, Rio Tinto, Codelco, Grupo Mexico and Xstrata. 
Short-term LME 3-month price: $2,850t-$3,100/t.  
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Market data (November unless stated) 

Prices ($/t) Cash 3-month 15-month 27-month  Stocks 
(tonnes) LME SHFE SHFE  

Contracts 
traded (average) 

 LME Open Interest  
(contracts) 

Average  3,703  3,740 3,885  4,006  Oct-08 237,925 16,130  Oct-08 141,999  Copper 269,210
High  4,231  4,235 4,340  4,425  Nov-08 291,200 24,788  Nov-08 263,912   
Low  3,431  3,470 3,655  3,765        

Source: London Metal Exchange  
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Lead 
News 
� Dec 15th: The lead market was in surplus by 21,000t in the first ten months of 

this year. Global refined production climbed by 8% to 7.237 Mt, while 
refined usage increased by 7% to 7.216 Mt.  

� Dec 9th: Xstrata cut ore production by 20% to 2 Mt/y at its McArthur River 
lead-zinc mine in Australia, which will result in an output reduction of 
31,700t of contained zinc and 7,200t of contained lead. 

� Dec 4th: The decision to reopen Australia�s Magellan lead mine is 
independent of the approval to allow exports of stockpiled lead from 
Esperance port, Ivernia said. 

 
Analysis 
� Lead faces global surplus 
 
Lead has been brought down by dreadful global car sales and by news that some 
8,000t of the metal may soon be released onto the market. LME three-month 
lead prices have fallen by as much as 37% since the beginning of November, 
and by 5th December was down to $926/t. The reversal in trend in LME lead 
stocks also has not helped, with 2,400t added since 25th November.  

Ivernia�s announcement that 8,000t of contained lead had been approved for 
release from storage at the port of Esperance in Western Australia caused quite a 
stir. This stock was held at the port following a poisoning scare early last year, 
and its release is a significant step for the company in reopening its primary 
Magellan lead mine, which has been suspended for more than 18 months. 
Although Ivernia said the release of stocks at Esperance and the reopening of 
Magellan were two entirely separate matters, we view this as a thawing of 
tensions and perhaps signalling that the mine might re-open in the not too distant 
future. This bearish development has perhaps already been partly factored in by 
the latest price fall. Ivernia has some 18,000t of contained lead stockpiled at 
Magellan and at full production the mine can produce 100,000t/y of lead.  

We estimate that global lead consumption this year and next will be 8.35 Mt and 
8.40 Mt, respectively, while a surplus of at least 230,000t is anticipated in 2009, 
up from a surplus of around 100,000t this year. Replacement battery and electric 
car demand should offer some support to the price as they will remain robust, 
and supply-side cuts will also play a factor. We estimate some 120,000t of the 
metal has been lost due to zinc mine production cuts.  

Outlook 
Lead is taking a knock from falling global car sales, which may only 
account for about 10% of its total end use, but add to the negativity 
surrounding all commodities. We expect historically low LME stocks, 
robust usage from replacement battery producers, which account for about 
40% of total lead end use demand, and consumption from the electric 
bicycle sector in China should offer support to the price. Short-term LME 
3-month price: $950/t-$1,050/t. 
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Market data (November unless stated) 

Prices ($/t) Cash 3-month 15-month LME stocks Lead LME Open Interest (contracts) 

Average  1,271  1,283  1,326  Oct-08 48,150  Lead 74,872
High  1,521  1,525  1,558  Nov-08 41,600   
Low  1,060  1,066  1,105     

Source: London Metal Exchange  
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Zinc 
News 
� Dec 15th: The zinc was in surplus of 121,000t in the ten months to October. 

Global refined zinc output increased to 9.829 Mt from 9.411 Mt, while 
refined use climbed to 9.708 Mt from 9.397 Mt in the same period in 2008. 

� Dec 15th: Nyrstar will cut production at its Clarksville plant in the US by up 
to 40% (25,000t) from early January 2009. Production cuts at Nyrstar now 
total approximately 190,000t. 

� Dec 9th: Boliden will cut zinc production at its Finnish and Norwegian 
smelters due to falling demand. The cuts will account for 60,000t/y of the 
metal.  

� Dec 9th: Shenzhen Zhongjin Lingnan Nonfemet, China�s third-largest zinc 
producer, offered A$45.5m ($29.8m) for control of Australian zinc miner 
Perilya, taking advantage of tumbling market values to secure supply. 

 
Analysis 
� Good and bad news 
 
Zinc held fairly steady at $1,050/t-$1,200/t during December. It seems zinc, 
which has seen the largest number of production cuts relative to global output 
(apart from nickel), has found some support, while lead has further to go. Yet 
there is another way of looking at it. With another two major producers shedding 
capacity in early December (Xstrata and Young Poong) there was very little 
price response to the announcements. This suggests demand is still king.  

Zinc producers� responses have been quick and severe. We estimate production 
cuts to date total 765,000t going into 2009, or about 7% of global output. Zinc 
was in any case looking very exposed and weak before Lehman�s day on 14th 
September because of the previous build up towards a substantial surplus. Mine 
production cuts range from Xstrata (McArthur River), Xstrata/Teck Cominco 
(Lennard Shelf), Lundin Mining (Aljustrel and Neves Corvo), CBH Resources 
(Endeavour), Blue Note Mining (Caribou and Restigouche), Hudbay (Balmat), 
Oz Minerals (Century and Golden Grove), Perilya (Broken Hill), Glencore 
(Rosuara), SRA (Mid-Tennessee) and Breakwater Resources (Myra Fall and 
Langlois), while smelters such as Xstrata, Bolidon Korea Zinc, Young Poong, 
Nyrstar and numerous Chinese smelters have idled capacity. This has not yet 
prevented LME zinc stocks surging to 205,900t, up almost 120,000t from the 
start of the year, and the price crashing, to near $1,100/t, down 53% from the 
start of 2008. We expect global consumption at 11.3 Mt in 2008 and 10.9 Mt in 
2009, with little sign that the metal�s chief end-use in galvanised steel will 
recover next year. 

Outlook 
Zinc seems to have found some support given the production cuts to date, 
but its weakness is demonstrated by how unresponsive its price has been to 
each new announced supply cut. Demand from its chief end use in 
galvanised steel is very poor and looks likely to remain so for the short to 
medium-term. We see no price recovery ahead, yet. Short-term LME 3-
month price: $975/t-$1,125/t. 

Market data (November unless stated) 

Prices ($/t) Cash 3-month 15-month 27-month LME stocks Zinc LME Open Interest (contracts) 

Average 1,155 1,168 1,251 1,315  Oct-08 181,950  Zinc 235,804
High 1,275 1,267 1,340 1,398  Nov-08 193,050   
Low 1,080 1,106 1,202 1,273     

Source: London Metal Exchange  
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Steel 
News  
� Dec 12th: Chinese crude steel output fell 12% in November to 35.2 Mt. Over 

the first 11 month, China�s output rose just 2.6% to 463 Mt.  
� Dec 9th: Port data showed BHP Billiton�s exports of iron ore in November 

from Australia were 10.1 Mt, the lowest volume since February this year. 
� Dec 8th: ArcelorMittal said it would lay off up to 800 white-collar workers in 

Belgium as part of its global plan to shed as many as 9,000 jobs.  
� Dec 8th: Shares of US steel producers climb on plans by President-elect 

Barack Obama for the largest infrastructure investment since the 1950s. 
� Dec 6th: Chinese steel companies said they want to change the iron ore term 

contract year to January from April in 2009, as prices of the raw material 
drop. 

 
Analysis 
� Little light at the end of the tunnel 
 
Demand destruction has been severe in the steel sector and there is little to be 
positive about going into next year. Steel prices have all fallen, with the 
benchmark LME Med and Far East futures contracts trading at $310/t-$325/t, 
down approximately 75% from contract highs in July. According to steel trader 
Stemcor, the industry is unlikely to recover until at least Q4 2009, as underlying 
demand and real consumption are very weak. The figures from the World Steel 
Association are testament to the problems facing the steel industry and to the 
generally poor economic climate. World steel production for the month of 
October was 100.5 Mt, down 12.4% year-on-year and 6.9% lower than 
September. In the first ten months of this year, steel output was 1,136 Mt, up 
2.9% on the year. Meanwhile, Chinese crude steel production in October 
decreased 17% to 35.9 Mt from a year ago, and down 9.4% from September, 
while November steel output shrank 12% to 35.2 Mt. In the year to November, 
crude steel production rose to 463 Mt, up 2.6% from the same period in 2007. 
We expect global steel to slow by 10%-15% in 2009 to about 1.2bn tonnes, 
without pick-up until at least Q4 2008. Plans by President-elect Barack Obama 
to jump-start the largest US infrastructure investment programme since the 
1950s will be good for steel in the longer-term, as will the equivalent Chinese 
package announced last month. But in the short-term, there is little that will 
alleviate demand destruction. India has cut the excise duty on steel and products 
by 4%, lowered the export tax on iron ore fines by 4% and cut central value-
added tax across the board by 4% on all manufactured products to help bolster 
its ailing sector. This is a clear sign that the downturn in the industry is here to 
stay for many quarters to come. 

Outlook 
Such has been the producer response to ailing demand that the price 
declines in steel futures contracts from both the LME and the Dubai Gold 
& Commodity Exchange was halted weeks ago. But they have remained at 
or near the bottom ever since. There is little hope of recovery in the months 
ahead, although we do not see how prices can fall much further. Short-term 
LME 3-month Med and Far East contracts: $250/t-$350/t. 

Market data (October unless stated) 

Prices ($/t)
 

Asia 
Composite

N. America 
Composite

Europe 
Composite

World 
Composite 

 LME Open Interest 
(contracts), latest 

    Med Far East

Sep-08 852 1,109 1,161 1,041.00  Steel 1,036 78
Oct-08 754 1,015 988 920.00   
Nov-08 633 894 803 776.00   

Source: Reuters Ecowin from MEPs  
Note: Composite prices are a weighted average of the low transaction values for all carbon steel products 
in the flat & long categories identified in three regions (EU, Asia, and North America) 
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Note: "World" is average of Asia, N.America, and 
Europe 
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Prices 

Gold ($/oz) 
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Disclaimer and copyright 
The information and opinions in this report were prepared by Virtual Metals 
Research and Consulting, a subsidiary of VM Group. Virtual Metals has made 
all reasonable efforts to ensure that all information provided in this report is 
accurate and reliable at the time of inclusion (the 1st of this month otherwise 
stated), however, there may be inadvertent and occasional errors and lack of 
accuracy or correctness, for which Virtual Metals cannot be held responsible. 
Virtual Metals and its employees have no obligation to inform the reader when 
opinions and information contained in this report change. 

Virtual Metals makes no representation or warranty, express or implicit, as to the 
accuracy or completeness of contents of this report. This report is not and cannot 
be construed as an offer to sell, buy or trade any securities, equities, 
commodities or related derivative products and the report in no way offers 
investment advice. Therefore Virtual Metals and its employees accept no 
liability for any direct, special, indirect, or consequential losses or damages, or 
any other losses or damages of whatsoever kind, resulting from whatever cause 
through the use of any information obtained either directly or indirectly from 
this report.  

The contents of this report, all the information, opinions and conclusions 
contained is protected by copyright. This complete report may not be reproduced 
without the express consent of Virtual Metals. Short extracts may be reproduced 
but only with the full and appropriate citing of the original source. 
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About VM Group 
VM Group 
100-101 Ashmill Street 
London NW1 6RA 
 
Tel:  +44 20 7569 5930 
Fax:  +44 20 7569 5931 
 

VM Group is a commodities research consultancy. The VM Group, which 
through its subsidiary Virtual Metals Research and Consulting covers precious 
and base metals, specialises in the analysis of the fundamentals of commodities 
and their geopolitical impact and contexts.  

VM Group work excels in macro-economic analysis, the generation of supply 
and demand scenarios, costs analysis, derivative research and price forecasting. 
Confidentiality, experience and independence are key elements of such advisory 
roles. Our aim is to assist those in need of external expertise, as well as those 
who wish to supplement their own in-house resources. With our extensive 
international contacts, we are able to broaden our services through links with 
experienced associates in related fields worldwide.  

To see further how we can meet your research and consulting requirements, 
please email info@vmgroup.co.uk or call or fax on the numbers above. 
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