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Strategic view 
Introduction 
Conflicting data � and opinions � as to whether the global recession has reached 
its lowest point are still coming thick and fast. The investment speculator 
George Soros reckons the �worst is behind us� but concrete evidence of that 
remains sparse, as job queues lengthen and global GDP growth estimates from 
agencies such as the IMF and World Bank remain firmly negative for the rest of 
this year. Having said that, base metals have enjoyed a remarkable recovery so 
far this year, based on expectations (if not conclusively lasting evidence) of 
China�s growth prospects. It�s certainly the case that, ignoring May�s lower 
export figures, China�s fixed asset investment, home sales and car sales have all 
soared, and Chinese imports of raw materials have continued to set new records. 
This is of course very positive � but insufficient to bring about a rapid end to the 
global recession. 

Gold 
Gold�s latest rally failed to beat its 2009 high, and with the dollar recovering the 
price has fallen back sharply. There is little internal news to get in the way of 
further dollar-based losses, and the IMF gold sale is approaching finalisation.  

Silver 
Silver shot higher and collapsed back, as is in its nature; nevertheless it remains 
higher relative to gold than it has been for most of this year. Stronger industrial 
demand is giving silver an independent source of price gains from the yellow 
metal, but deep uncertainties remain as to how solidly-based that demand source 
currently is. 

Aluminium 
Aluminium is structurally the weakest of all the base metals, so a price rally of 
almost 9% in June has to be based on hope rather than reality. Apart from 
speculatively eager anticipation of future demand there is little reason for 
aluminium to trade above $1,200/t. The greatest risk is therefore to the 
downside, but such is the renewal of risk appetite that further price strength 
cannot be ruled out. 

Copper 
Copper is approaching the point where there is danger of oversupply. The 
persistently high price has given miners and smelters the perfect justification to 
restart idled production and go ahead with mine expansions and the 
commissioning of new projects. The rally essentially boils down to the notion 
that Chinese fiscal stimulus-fuelled growth will more than absorb the contraction 
in copper demand from the developed world. If that proves not to be the case 
then we could see a sharp price correction in 2H 2009. However, right now the 
momentum is with bullishly-inclined speculators. 

Zinc 
Zinc producers have responded better than any other base metals� producers 
(save nickel) to the global recession, in the sense that they have made the 
deepest production cuts, estimated by us to be 15% of 2008�s production � and 
these cuts moreover seem to be sticking. This creates scope for a much stronger 
price recovery once the recession is over and demand growth returns � as it 
surely will in zinc�s main end-use, in galvanising steel. 

Lead 
As with zinc, supply-side responses to the recession have been encouraging in 
that production cuts have been made � about 10% of last year�s output and they 
are holding firm. We estimate a global surplus of some 165,000t of refined lead 
in 2009, falling to 84,000t in 2010. 

Analyst: Gary Mead 
VM Group 
Tel: +44 20 7569 5930 
Email: gary@vmgroup.co.uk 

Analyst: Carl Firman 
VM Group 
Tel: +44 20 7569 5944 
Email: carl@vmgroup.co.uk 

Analyst: Matthew Turner 
VM Group 
Tel: +44 20 7569 5934 
Email: matthew@vmgroup.co.uk 
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Steel 
Chinese steel producers want at least a 40% discount to the benchmark contract 
price, but iron ore producers are only willing to give a smaller 33% discount. 
With many Japanese, South Korean and Taiwanese steel makers succumbing to 
the iron ore miners� charms, the Chinese are fighting an uphill battle. Their case 
hasn�t been helped by the high rates of Chinese production in 2009 (although 
monthly crude steel output in April fell 3.9% year-on-year). 
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Forecasts 

Price forecasts 

  29th June 1-month 2-month 3-month 12-month

Gold $/oz 935.5 880-950 860 (r) 875 (r) 1100 (r)
Silver $/oz 14.07 12-15 13 (r) 13 (r) 16.50 (r) 
Aluminium (3-month) $/tonne 1,647 1,500-1,725 1,450-1,550 (r) 1,450 (r) 1,500 (r)
Copper (3-month) $/tonne 5,101 4,900-5,650 4,900 (r) 4,500 (r) 5,250 (r)
Lead (3-month) $/tonne 1,720 1,400-1,900 1,580 (r) 1,580 (r) 1,500 (r)
Zinc (3-month) $/tonne 1,575 1,490-1,740 1,450 (r) 1,500 (r) 1,500
Steel: (3-month) Med $/tonne 390 400-470 450 (r) 500 (r) 850 (r)
Steel: (3-month) Far East $/tonne 410 400-470 450 (r) 500 (r) 800 (r)

  Average/2010 Average/2011 Average/2012 Average/2013 Average/2014

Gold $/oz 1,027 (r) 923 800 800 (r) 800
Silver $/oz 14.06 (r) 11.1 10 10 10
Aluminium (3-month) $/tonne 1,556 (r) 1,875 2,500 2,650 2,700
Copper (3-month) $/tonne 4,121 (r)  4,367 5,700 6,000 7,500
Lead (3-month) $/tonne 1,321 (r) 1,567 1,400 1,400 1,400
Zinc (3-month) $/tonne 1,558 (r) 1,792 1,700 2,000 >2,000
Steel: (3-month) Med $/tonne 500 630 750 900 1,000 (r)
Steel: (3-month) Far East $/tonne 470 610 730 900 1,000 (r)

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

Market Update 

Prices and stock levels 

Prices 
(29th June) 
   

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 
2008

Average 
2007

Gold $/oz  935.5 874.0  989.0 712.5 920.8 2 951.0 (2) 930.3 1 872.6 696.5
Silver $/oz  14.07 12.90  19.30 8.88 13.8 2 14.5 (3) 17.7 (20) 15.15 13.4
                   
Aluminium $/tonne  1,647 1,920  3,341 1,289 1,591.0 4 1,430.5 15 3,122.0 (47) 2,659 2,662.0
Copper $/tonne  5,101 4,937  8,812 2,820 4,825.0 6 4,655.0 10 8,585.0 (41) 7,030 7,095.9
Lead $/tonne  1,720 1,460  2,230 875 1,650.0 4 1,436.0 20 1,765.0 (3) 2,136 2,557.9
Zinc $/tonne  1,575 1,428  2,035 1,069 1,539.0 2 1,480.0 6 1,912.0 (18) 1,924 3,243.2
Steel                   
MED $/tonne  390  476  1,230 260 380.0 3 330.0 18 1,200.0   747  
FAR EAST $/tonne  410  458  1,125 255 390.0 5 355.0 15 1,110.0   695  

LME Stocks 
(29th June) 
  

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 
2008

Average 
2007

Aluminium Tonnes  4,371,000 2,445,536  4,371,775  1,087,075 4,351,575 0 4,228,525 3 1,093,175 300 1,231,093 842,573 
Copper Tonnes  267,300 316,669  548,400 122,075 275,050 (3) 317,125 (16)  122,350 118  176,337 158,899 
Lead Tonnes  89,200 65,924  101,850 40,950 87,600 2 76,075 17  100,350 (11)  62,174 37,218 
Zinc Tonnes  353,700 252,106  362,275 150,950 339,525 4 324,025 9  153,200 131  150,777 81,377 

Source: VM Group 
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Analysis 
China � how well is it really doing? 
It seems much more than a year ago since the world�s attention was focused on 
China as host of the 2008 Beijing Olympics � so much has happened since then 
to the global economy. But while much of the rest of the world has gone through 
� continues to go through � a devastating financial and economic crisis, China 
appears to have suffered only a minor setback in its otherwise powerful climb to 
becoming the world�s commodity price-setter. 

Widely seen as China�s twenty-first century �coming out party�, the Olympics 
were an object lesson in how to manage an exercise that is hugely costly in 
political and economic terms, and which had a high risk of going wrong. The 
fact that the event went so smoothly is testimony to how incredibly focused the 
Chinese authorities were on the project. They poured money and manpower into 
the Olympics and carried out cost-benefit analyses into how to ensure their 
sportsmen and women won the most gold medals. They even closed sectors of 
the economy and restricted travel in order to combat the problem of Beijing�s 
polluted atmosphere and the resulting show was impressive. Concerns about 
pollution and human rights abuses just faded far into the background while the 
games were on as world leaders joined in the ceremonies and looked on with 
awe at China�s impressive medal haul: a final tally of 51 gold medals to the 
United States� 36 and Russia�s 23. 

But in the 12 months that have followed Beijing�s splendid Olympic Games the 
relationship between China and the rest of the world has undergone a radical 
transformation. No longer just a vast, distant communist country principally 
recognised for being the most populous country in the world - with a something-
to-prove attitude, China has advanced to what it is today - the world�s engine for 
economic growth, in fact, the market that holds the most promise of lifting all 
others worldwide out of the current global recession.  

Given this, it�s understandable that indicators from China are minutely dissected 
for evidence of what the trends in the global markets are likely to be doing. 
Because the Chinese government�s own data is generally believed to reflect 
political imperatives as much as hard reality, and are as a result suspected of 
being massaged, figuring out how the Chinese economy is actually doing is a 
fairly hit-and-miss procedure. But some broad statistics are generally accepted. 
It�s now widely accepted for instance that China�s GDP growth rate has 
averaged about 9% a year for the past 30 years. Bejing believes that it needs to 
maintain a rate of 8% a year, in order to avoid social tensions that might lead to 
what it calls �mass incidents�, which is �officialese� for social unrest.  

Analyst: Laila Manji 
VM Group 
Tel: +44 20 7569 5930 
Email: laila@vmgroup.co.uk 

Analyst: Gary Mead 
VM Group 
Tel: +44 20 7569 5934 
Email: gary@vmgroup.co.uk 

China: main economic indicators 

 2006 2007 2008 2009

Real GDP growth (production side) (%) 11.6 13.0 9.0 7.2
  
Real GDP (expenditure), (%) 11.7 12.5 8.5 n/a
- Consumption 8.4 10.1 8.2 8.4
- Gross capital formation 10.7 10.3 9.5 12.6
- Exports (goods and service) 23.3 19.9 8.4 (10.1)
- Imports (goods and service) 14.3 13.9 3.9 (4.7)
  
Consumer price increases (period average) 1.5 4.8 5.9 0.5
GDP deflator 3.6 7.4 7.2 1.2
  
Current account balance (US$ bln) 250 372 426 388
As share of GDP (%) 9.5 11.3 9.8 8

Source: World Bank China Quarterly Update � June 2009 
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A few international financial institutions make their own best efforts to issue 
forecasts. The International Monetary Fund (IMF) and the World Bank both 
estimate GDP growth rates, and revise them throughout the year. The IMF 
estimates that China�s GDP will grow by 6.5% in 2009; the World Bank is a 
little more optimistic, and in June revised its GDP growth estimate to 7.2% for 
2009. The Chinese government however says that GDP growth in Q1 2009 was 
6.1% and is on track to meet the 8% target rate for the year.  

The trend is important 
In fact, the rate probably matters less than the trend it illustrates, which is on the 
whole encouraging: China�s economy has taken a beating, but it has not 
collapsed. Industrial profits in the first months of this year fell almost 28% 
compared to the same period of 2008, according to the country�s National 
Bureau of Statistics, but the worst of that drop was stacked up in Q1. The theory 
of decoupling � which held that emerging markets, strengthened by high 
domestic demand, would not be broken by a US recession � has pretty much 
been shelved. It�s evident that many emerging markets, in central and eastern 
Europe especially, have been badly damaged by the US-induced recession. But 
the decoupling notion should not be entirely dismissed; if China�s GDP growth 
rates are somewhere between 6%-8% this year, while rates in the rest of the 
world contract sharply or go negative, then China evidently is somewhat 
insulated from the worst contagion of the global recession.  

Right now however it�s puzzling as to why China has in this limited way 
decoupled from the rest of the global economy. China�s export markets have 
collapsed, crude oil prices are rising once more and as yet there are very few 
signs of recovery in North America, Japan or Europe. China�s economy is bound 
to these economies pretty deeply and, although its domestic demand is 
strengthening, consumption is still weak. Nevertheless, the World Bank 
forecasts that GDP growth will continue, reaching almost 8% in 2010.  

No doubt a key ingredient to China�s economic restoration is the government�s 
Yuan 4 trillion ($586bn) stimulus package, announced in November 2008, 
which is already bearing fruit. The package is focused on infrastructure and 
investment, with the government contributing 29% of spending, and banks 
(mostly state owned) contributing the rest in loans. This has helped to loosen 
credit and prevent the previously raging growth in China from stalling entirely. 
It appears to have worked far more powerfully than comparable government 
stimulus packages elsewhere. New lending by banks in China each month in Q1 
2009 averaged 5% of GDP � a critical contributory factor in the recent growth 
and one that appears to have trickled through into most sectors, including 
housing.  

In terms of commodities, particularly base metals, the China factor is especially 
important. Vigorous activity in the metals markets has led to surprising price 
rises this year. But this is less a function of increasing industrial productivity 
than restocking by the government and producers in China. And this restocking 
has been stimulated partly because prices at the end of 2008 and early 2009 were 
on the floor, enabling the state and end-users to bargain hunt. In some base metal 
markets � for example � lead and copper, this Chinese government-led 
restocking might have resulted in stockpiles of between 3%-5% of the global 
supply of these metals. The dangers of such inventory building during a time of 
reduced economic output are excess supply and a necessary correction, as 
imports begin to decline again in the coming months. That decline of course may 
not happen, or the point of inflection, when China�s buying spree ends, may 
coincide with signs of a serious recovery in the rest of the world�s economy � 
which is the bet upon which some of the speculative investment that has flooded 
back into base metals this year has been founded. As bets go it�s high-risk; but if 
it turns out to be right, the rewards will have been handsome. 
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What next? 
While there is much to applaud in the way that China is dealing with the 
economic crisis, there are potential pitfalls ahead. The government stimulus 
package has fed credit and investment into the economy, but private investment 
is sparse. Protectionism is a recurring threat, and there are �stealth� measures in 
place, such as the requirement that government procurement relating to the 
stimulus package favours domestic suppliers over foreign ones, unless they are 
unavailable or uncompetitive on commercial or legal terms. 

And although the government has focused on welfare packages for the rural poor 
� last year state spending on welfare support programmes increased by 27% � 
and it has been unusually open about its concern that shrinking wages and 
unemployment could lead to social unrest, the serious problem of high 
unemployment still remains. Around 150m Chinese are migrant workers, 
brought to urban centres, particularly along the bustling coastal regions, from 
rural areas. Approximately 20m of these people have lost their jobs since Q4 
2008, and have had to return home, putting more pressure on scarce rural 
resources and increasing tensions in the heartlands. But China has also said it 
intends providing almost universal medical care by 2011 and if this comes to 
pass it will serve to alleviate the need for Chinese people to put money aside for 
healthcare emergencies which should in turn boost consumer spending. 

Globally, the worst of the recession appears to be over. Although the effect on 
the real economies of North America and Europe will be serious for some time, 
there have been strong rallies in equities and commodities, and a general freeing 
of liquidity. This is all still very tentative, and external factors could compound 
the existing economic fragility and stretch the recession out even longer. A new, 
more serious strain of A-H1N1, or swine flu, in the coming northern hemisphere 
winter of 2009, is a real and present danger to the global economy, for example. 

Meanwhile, the theory of decoupling needs to be re-examined in the light of 
what has happened over the last year. It is becoming increasingly clear that the 
rest of the world is dependent on China for its economic recovery. And that 
recovery is dependent in particular on Chinese domestic demand. Instead of 
worrying about whether emerging markets can separate from established ones, a 
better focus would be to consider how the rest of the world can re-couple itself 
to China, and ride the coattails of any Chinese resurgence in demand. This will 
require the more established but still export-reliant economies � such as 
Germany and Japan � to work out how better to serve China�s needs. This could 
well mean a total overhaul and reconfiguration of these economies to produce 
the type of goods that are appropriate for export to the Chinese market � which 
is effectively the only game in town right now, and may be so for a few more 
years, until the rest of the world�s economy gets firmly back on its feet.    
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Focus 
Aluminium � thanks to China, the price is in Never-Never land 
At the end of June China revealed the quantities of base metals it has bought for 
state stockpiles this year. In copper alone its purchases account for almost 90% 
of the fall in London Metal Exchange stocks since February. The country�s 
spending spree has helped lift base metals� prices off the floor, not least in 
aluminium. But, according to some reports, the state-sponsored buying 
programme may well be over, now that prices have recovered. This may have 
the effect of pushing prices right back down in the coming weeks � and if metals 
do get cheaper, we are likely to see more Chinese buying happening again. 

Aluminium supply and demand balance 2003-2011 

 2003 2004 2005 2006 2007 2008 2009 2010 2011

Total production (000 t) 28,059 29,896 31,926 34,148 38,185 39,930 37,346 39,445 41,457
Change yoy (%) 3.5 6.5 6.8 7.0 11.8 4.6 (6.5) 5.6 5.1
Total consumption (000 t) 27,572 29,901 31,649 34,076 37,743 39,410 35,761 38,487 40,912
Change yoy (%) 8.8 8.4 5.8 7.7 10.8 4.4 (9.3) 7.6 6.3
Balance (000 t) 487 (5) 276 72 442 520 1,585 958 545
Exchange stocks (Mt) 1,556 833 793 854 1,058 2,572 3,455 2,950 3,209
Producer stocks 1,629 1,788 1,797 1,621 1,553 1,676 2,388 3,826 2,570
Total stocks (Mt) 3,185 2,621 2,590 2,475 2,611 4,248 5,843 6,776 5,779
3-month LME price ($/t) 1,429 1,722 1,901 2,593 2,662 2,626 1,400 1,400 1,550

Source: VM Group, IAI, WBMS  

According to Beijing, China has bought for its State Reserves Bureau 590,000t 
of aluminium so far this year � and does not plan to buy any more. Call us 
cynical if you like, but if the price drops another $200-$300/t we think the 
Bureau might decide that, well, maybe it could squeeze just a little bit more into 
a warehouse or two. That�s a large volume of metal � but a multiple of that 
figure has been bought by Chinese quasi-official entities such as provincial 
governments and power companies, all of them having the same vested interest 
� protection of large aluminium producing companies that bring in useful 
revenues and keep thousands employed. 

The support China�s state-sanctioned physical buying has given to the price � 
and the encouragement it has given to speculative futures� investment, which in 
turn has pushed the price far beyond the point where logic dictates it should be � 
has been remarkable. As of 29th June the LME three-month contract settled at 
$1,647/t, having bottomed at $1,275/t on 24th February. This almost 30% rally in 
the price � during some of the darkest days of what everyone now accepts is the 
worst global economic recession since 1945 � completely defies all logic. It has 
happened despite the fact that, by our estimate, global consumption of primary 
aluminium in 2009 will fall by a chunky 6.5%, having grown by 4.6% in 2008 
and almost 12% in 2007. The overall global picture for aluminium this year, 
2010, and in 2011, is one of current production running far ahead of underlying 
physical demand. The current price might still seem cheap to some � but it�s not 
cheap enough to bring the market rapidly back to balance and, hence, more 
price-positive in the course of the next three years. 

Our estimates for the global aluminium balance this year and out to 2011 are 
shown in the table below. The figures spell out only one thing � a great 
mountain of metal that has to be worked off before we see a return to anything 
like a moderately tight supply-demand position. In 2011, the furthest ahead we 
currently estimate and based on our current projections, global production will 
rise that year by 5.1%, to 41.457 Mt. Consumption growth in 2011 will slip a 
little year-on-year, to 6.3%, at 40.912 Mt. So the apparent bottom line is a 
surplus shrinking to �just� 545,000t 2 ½ years from now � but producer and 
exchange stocks will remain large by historic standards, at 5.779 Mt. 

Analyst: Carl Firman 
VM Group 
Tel: +44 20 7569 5930 
Email: carl@vmgroup.co.uk 

Analyst: Gary Mead 
VM Group 
Tel: +44 20 7569 5934 
Email: gary@vmgroup.co.uk 
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The support for the price recovery so far this year is almost entirely down to 
China. Other large aluminium producers in other essentially state-controlled 
economies may well have acted in a similar fashion. UC Rusal, the Russian-
based corporation that is the world�s biggest aluminium producer, has reportedly 
sold a large amount of its production to Glencore, one of Rusal�s key 
shareholders and with whom Rusal has recently contemplated a merger. There 
are no details in the public domain as to how much metal Rusal has sold to 
Glencore, but rumours suggest it is between 500,000t and 1Mt. Rusal is 
currently trying to restructure loans totalling $7.3bn with dozens of banks by 
28th July. A deal with Glencore to �buy� and store away a large quantity of 
aluminium during a period of collapsed demand is obviously in both their 
interests � Glencore would not wish to see Rusal in deeper trouble and the 
obvious way to help is by salting away a large amount of metal, to be drip-fed 
into the market in better days � whenever they might be. 

The law of unintended consequences 
But essentially it�s China�s buying support that has pushed the price higher and 
enabled its own marginal cost aluminium smelters to survive. Ironically, this 
buying support has also assisted the survival of other smelters around the world, 
a number of which would probably have gone under, had the February price 
hung around until now. China�s imports of unwrought aluminium and 
aluminium products were down by 17.4% in February, as Chinese end-users 
held off their purchase plans, awaiting a signal from central government. Once 
the government showed its willingness to support domestic aluminium 
producers through physical purchases for official stocks, these imports rose by 
91.6% in March and positively soared in April, by 404.6%, and also in May, by 
308.9% (all year-on-year). Domestic prices in China began to rise strongly 
above international prices and it therefore became profitable to import LME 
grade aluminium and sell on in China � the arbitrage trade. 

So the law of unintended consequences is currently running riot in the global 
aluminium market. China�s state-managed intervention to prop up its aluminium 
producers has meant they have been able to bring back on-stream previous idled 
production. The latest data from the International Aluminium Institute (IAI) 
makes for grim reading. Despite the massive volume of exchange stocks, 
Chinese primary aluminium production has continued to increase month-on-
month over the past three months. In May its primary aluminium production was 
up 10% month-on-month, to 984,000t, although down 16% year-on-year. 
Excluding China, world output in May was up 2.7% month-on-month, but down 
10% year-on-year. 

If we factor in China�s production, then total global output was up 5.1%, month-
on-month, at 2.957 Mt. In the four months to April 2009, total world aluminium 
production was 11.43 Mt, down 10% year-on-year, while we estimate apparent 
consumption was 11.03 Mt, down 15% year-on-year. However, our estimate 
does not take into account the high levels of restocking, which we estimate 
comes to at least 1.2 Mt, to date. Assuming this is the case then actual 
consumption is (to the end of May) down nearly 25% year-on-year. 

Aluminium producers are therefore in a somewhat unreal world, where the price 
has gone back to levels where they can all survive even though there are no real 
signs that underlying industrial demand is improving. Recovery in the key end-
use sectors, such as the automobile and the white goods sectors, offer little 
indication that they will bridge the gap with the increasing levels of supply. A 
more transparent demonstration of just how badly hit aluminium producers 
really are came to light at the end of June, when Hindalco Industries, India�s 
leading aluminium producer, reported a fall of almost 80% in its profits for the 
financial year to the end of March, compared with the previous year. If Hindalco 
has been stricken by the collapse in demand, then so have other aluminium 
producers. 
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So are prices doomed to correct and slump below February�s low? It all depends 
on how long this fantasy can be sustained and/or the recession endures. In the 
short-term the aluminium price is susceptible to short-covering rallies and will 
give the appearance that the market is tighter than it actually is. But if the near-
term spread moves closer to backwardation, and premiums rise, then there is the 
threat that some of the LME metal held in longer-term financing deals � 
estimated to be about 1.8 Mt � could re-emerge in the market. This would 
swiftly lead to a price correction. Another downside factor is if Chinese imports 
of base metals dry up � that would certainly knock sentiment. With the arbitrage 
window now narrowing for aluminium there is a distinct possibility of this 
happening in the next few months. In any case, with all this metal now being 
taken off the market and placed into private and secretive warehouses, the 
perennial difficulty of seeing of what is really happening in the aluminium 
market is going to get even worse. 
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Hedge funds activity 
News 
� June 17th: In Britain, the House of Lords European Union committee rejected 

suggestions that there is a rapid need for EU legislative action to tighten the 
regulatory noose on the financial services industry. It said that any such move 
would be damaging to the longer term health of the British economy, as 
�financial services are a key strategic industry for the UK [and] many other 
EU member states do not share this perspective.� 

� June 3rd: Connecticut, US, home to hundreds of hedge funds, has tired of 
waiting for federal action and is set to enforce its own regulations on the 
industry. Proposals include mandatory audits, licensing and disclosure of fee 
structures. While still some way off from becoming state law, the moves in 
the Connecticut Senate suggest that a delay in action at the federal level could 
result in a confusing state-by-state regulatory scheme. 

 
Analysis 
� Better returns in April but no solid base as yet 
 
After a disappointing first quarter, hedge funds have caught some of the 
infectious enthusiasm of equity and commodity markets, posting an overall 
positive return of 2.19% during April, the best monthly performance we�ve seen 
from funds in our database since October 2007. Metals� funds were the only 
segment in negative territory, down by 0.17%. Energy funds were up 3.7%, 
faring better than the softs funds, although they returned a respectable 3.23%. 
Commodity funds overall were up by 2.29%, while funds with over 50% of their 
assets devoted to commodities were up by 1.54%. 

Outlook 
The improved performance in April is encouraging and will provide some 
respite for managers, but it would be premature to base much on a single 
month�s returns. Funds are still being liquidated; two high profile 
managers chose to close up shop on some of their operations this month. 
James Pollota announced the closure of his $800m Global Raptor Fund 
following losses incurred in 2008, and George Noble, also a seasoned 
manager, notified clients that he plans to refund their money in the $550m 
pool he has spread across two funds. Geneva�s oldest private bank, 
Lombard-Odier, announced it will close two funds of hedge funds that it 
operates. These exits illustrate that seasoned industry participants may be 
feeling a bit sceptical about the immediate prospects for recovery, choosing 
instead to liquidate and bide their time until re-entry with a new fund. The 
last 18 months have been especially damaging for an industry that prided 
itself on an ability to keep at least one step ahead of markets. New inflows 
will come along but investors� terms will be more demanding. Pension funds 
are expected to spearhead the return of investors to hedge funds over 2009, 
but they are already proving to be fussy clients. The British pension fund 
manager Hermes has called for greater transparency and a more equitable 
performance fee structure for the industry. Others are arguing for fees only 
kicking in once minimum performance targets are reached, and that funds 
that require lock-up periods should not be able to charge fees at all. April 
was a promising start but it will take a more consistently good run to repair 
the industry�s reputation. 
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Gold 
News 
� June 30th: The Bombay Bullion Association estimated that India imported 8t-

10t of gold in June, 50% lower than the same month of 2008. For 1H 2009 
India�s gold imports are down by 57% from the same period of 2008, at 
around 60t. 

� June 24th: President Obama signed legislation that, among other things, grants 
permission for the IMF�s planned sale of 403.3t of gold. The bill passed 
Congress a few days earlier. The US, with 15% of the votes at the IMF, has 
an effective veto on policies such as the sale of gold. That Congress has 
agreed means the IMF sale is now a certainty. 

 
Analysis 
� Signs of economic recovery damp enthusiasm for gold 
 
After reaching $981.75/oz on the London PM fix of 1st June, its highest fix since 
24th February, gold looked set for another assault on the $1,000/oz level, last 
breached in March 2008. It was not to be however, with a stronger dollar and 
reduced fear of economic collapse sidelining the yellow metal. The price fell 
first to around $950/oz and then back towards $930/oz on 13th June, where it 
held. This volatility essentially followed moves in the US dollar � as with many 
commodities right now, gold is being bounced about by external markets, which 
in turn are suffering a bout of indigestion, a surfeit of conflicting 
macroeconomic data. The dollar/gold correlation has been very strong of late 
and while the move is not 1:1 (from peak to trough, the move in gold was 11%, 
in the dollar v. the euro, 7.5%), such a relatively strong correlation is a sure sign 
that there is little else driving the gold market � the forces behind a push for 
higher prices are being offset by those favouring lower prices. In such a scenario 
the exchange rate fluctuations account for most of the price moves � a situation 
we expect to persist for some time to come. It will therefore take a truly strong 
swing towards a much weaker dollar to see the price get to and sustain itself at 
$1,000/oz. The next major event in the gold market is likely to be details of the 
renewal of the Central Bank Gold Agreement (CBGA) and, related, the IMF�s 
proposed sale of 403.3t of its bullion reserves. Congress has given its, and 
therefore the US�s approval, and the IMF Executive Board authorisation is likely 
to follow soon after. With only a little over three months to go in the current 
CBGA, it is likely the IMF will be the lynchpin of a new agreement. 

Outlook 
When little else is going on, gold inversely follows the dollar quite closely, 
but more pronouncedly, i.e. for a given dollar move gold moves more in the 
opposite direction. This is because it is seen by many investors, especially 
those who are dollar-based, as a dollar hedge. With further dollar gains 
likely, we see gold falling back to levels seen in April. Then all eyes will be 
on physical demand. Short-term London fix: $880/oz-$950/oz. 

Market data (May 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  930  204,157  2,887  US (2)   1,187.7 14.9  Average (0.12) 0.16  0.64  0.91  1-month 22.35 
High  982  215,471  3,048  UK (2) 220.2 3.4  High 0.00 0.26  0.74  0.99  3-month 26.70 
Low  885  194,028  2,813  Aus  13.5 0.1  Low (0.23) 0.06  0.55  0.83  6-month 30.10 
     S. Africa 29.3 1.0       12-month 31.75 
     Swiss 191.7 7.3       24-month 31.80 
      India (5)  5.0 0.1        
     German 30.1 0.2        

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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Silver 
News 
� May 31st: Peru produced 313.3t of silver in April 2009, 7.4% higher than the 

same month of 2008. 
 
Analysis 
� Out-performing gold 
 
Silver bulls were handsomely rewarded in early June, when the metal fixed at 
$15.97/oz on the 3rd, its highest level since August 2008 and an astonishing 31% 
higher than at the start of May. Over the same time period the gold price 
managed to rise just 5.2%, platinum 11.6%, and palladium 12.7%. Only lead, tin 
and nickel (21%, 20% and 27% respectively) of the base metals beat it; copper, 
also clearly performing strongly, rose just 9%. A weaker dollar clearly helped, 
but the US currency was down just 7% against the euro and on its currency 
index, so silver was higher in all the major currencies. 

This performance couldn�t be sustained, and, after some volatility, the price fell 
back to $13.70/oz in London trading on 30th June. Nevertheless, even there the 
price is 12.7% above where it was at the start of May. Gold by comparison is 
just 4.3% higher. That silver�s performance can be compared to the hottest of 
base metals, rather than gold, suggests that it is industrial demand, or at least the 
expectation of an increase in industrial demand, rather than �safe-haven� 
demand that is driving prices. This does not mean investors have been absent 
however � the BGI ETF added 260t on 1st June, its 7th largest daily increase on 
record (and the largest this year) and 119t on 16th June � while the Comex net 
long hit 7,758t in the week ending 9th June, the highest level since August.  

But what goes up sharply can come down with a bump. Silver is a relatively 
small market and is often subject to exaggerated moves in either direction. This 
means new highs cannot be ruled out, especially if gold rallies again. But it also 
means that there could be a sharp correction lower, especially if investors decide 
to take some profits � most ETF holdings were bought at prices considerably 
lower than the current price. So far they have remained solid; however investors 
on Nymex have been more fickle, with the non-commercial net long falling to 
7,071t by the week ending 23rd June. 

Outlook 
What happens next will depend on a combination of the dollar, which we 
expect to rally � thus meaning lower silver prices � and perceptions of the 
economic recovery. These are very volatile scenarios, changing with every 
release of new economic data, but our short-term bias is towards a more 
protracted and difficult, uncertain exit from the recession, one that will not 
become conclusively apparent until 2010. Longer-term, the prospects for 
silver are however looking better than for several years, thanks to the 
cutbacks in silver produced as a by-product, and the emergence of new end-
uses. Short-term London fix: $12/oz-$15/oz. 
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Market data (May unless stated) 

Prices  $/oz 
 
Yuan/kg 

 
Yen/gr 

 
 Lease  
rates 

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

Average 14.1  3,084  44  Average  0.26  0.75 1.22 1.44  USA (Mar) 89,931 83,427  1-month 36.25 
High 15.9  3,481  49  High  0.37  0.96 1.42 1.71  Japan (Mar) 113,412 347,104  3-month 37.25 
Low 12.2  2,665  39  Low  0.11  0.44 0.92 1.22  China (Mar) 315,423 312,053  6-month 38.25 
           12-month 39.25 
           24-month 39.50 

Source Price: London Platinum and Palladium Market, Others: VM Group  * Includes �basket� ETF
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Aluminium 
News 
� June 12th: China�s production of aluminium rose 14% in May, to 999,300t, on 

smelters� restarting of idled and new capacity. For the January-May period, 
total output was 13% lower than the same period of 2008, at 1.6 Mt. 

� May 26th: Western world unwrought aluminium stocks fell to 1.421 Mt in 
April, compared with 1.537 Mt in March, according to the International 
Aluminium Institute (IAI). Unwrought stocks stood at 1.580 Mt in April 
2008. Total aluminium smelter stocks, excluding finished end products, fell to 
2.587 Mt in April, versus 2.738 Mt in March and 2.862 Mt in April 2008. 
Daily average primary aluminium output fell to 64,000t in April from 65,200t 
in March. 
 

Analysis 
� China�s smelters enjoy a brief reprieve 
 
Aluminium prices are up despite there being very little fundamental support. 
With world demand likely to fall by as much as 5 Mt in 2009, it is no wonder 
that LME stocks are at record levels. However, aluminium bulls have built up a 
strong momentum and they have taken heart from the fact that the Chinese car 
market together with house and fixed asset investment soared in May. 

The price has also been a beneficiary of the weaker dollar, along with the entire 
base metals complex, but this alone cannot explain that prices are now back to 
levels last seen during the start of the commodity boom in late 2005. After 
steadying in early June 2009, LME stocks have risen by 2.7% to reach a record 
4.36 Mt as at 17th June � but with rising cancelled warrants these stocks could 
begin to level off over the next month. But there is a long way to go for stocks 
fall, given the remaining poor outlook for demand growth over the rest of this 
year. That the LME three-month price has gained 9% in June alone � and even 
tease $1,700/t at one point � should hinder any rapid return to equilibrium, since 
the high price has encouraged idled capacity to come back online, which 
threatens in turn to prolong the supply overhang. In previous reports we have 
calculated that about 6.1 Mt of world aluminium production had been cut in 
2009. 

But the price recovery has enabled at least 1.6 Mt of Chinese output to be 
brought back online, and some Western producers are also beginning to restart 
capacity. We expect global aluminium demand to contract by at least 12% in 
2009, to 33.1 Mt, while our supply estimate is for a fall of 9.4% to 36.2 Mt. 
However, if more idled supply is restarted then the aluminium market will 
become even more structurally weak. 

Outlook 
The supply-demand outlook for aluminium is the poorest of all the base 
metals, yet it has rallied strongly to a seven-month high. This is 
unsustainable and sooner or later the bears will have their day. Short-term 
LME three-month price: $1,500/t-$1,725/t. 
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Market data (May unless stated) 

Prices 
($/t) 

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

LME SHFE Prod (kt) March April  LME Open Interest 
(contracts) 

Average  1,457  1,493  1,636  1,752  Apr-09 3,792,300 141,965  Europe 691 643  Aluminium 777,872
High  1,551  1,587  1,737  1,853  May-09 4,237,225 155,197  Americas 633 603   
Low  1,363  1,400  1,537  1,653    Asia 372 359   
        China 883 892   
        Other 325 316   
        Total 2,904 2,813   

Source: London Metal Exchange, except Production: International Aluminium Association 
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Copper 
News 
� June 29th: Japan�s exports of refined copper in May rose 152% compared to 

the same month of 2008, to 60,678t, with China accounting for 61% of the 
total. 

� June 22nd: China�s imports of refined copper rose 6% month-on-month and 
258% year-on-year, to a record 337,230t in May, according to official 
customs data. 

 
Analysis 
� China�s import appetite will wane 
 
What with the weaker US dollar and signs of a bottoming of the global 
recession, how much higher will the copper price go? By 29th June, the LME�s 
three-month contract settled at $5,101/t (from a monthly high of almost 
$5,400/t), almost double its low in December 2008. The inflated price has 
enabled uninterrupted smelter and mine supply; marginal producers who might 
otherwise have been forced to close or reduce production have struggled 
through. So the market has become awash with metal, albeit metal which has (so 
far) been soaked up by China.  

Chinese implied demand for copper products has rocketed in the four months to 
May, to 3.17 Mt, up 22% compared with the same period in 2008. Much of the 
imports of refined and scrap copper have gone to satisfy this demand, especially 
since Chinese exports of copper products have been down year-on-year in each 
month since September 2008. This is bullish for the copper price, since the 
imports of refined copper, copper scrap and refined production combined have 
only been 19% more, or approximately 0.75 Mt, over this period. In the 
comparable period in 2008, this was more than 1.1 Mt, with implied Chinese 
demand for copper products at 2.59 Mt. With Western copper demand likely to 
contract by double digits in 2009, and the hit to China�s own consumption also 
likely to see smaller year-on-year growth, these record Chinese imports of 
copper are difficult to justify. It would be tempting to say that this proves that 
the market has turned, but record levels of Chinese imports during such a severe 
recession confound logic � that is unless you try and factor in the unknowns of 
China�s infrastructure-focused $585bn stimulus package. Estimating this 
additional copper offtake is extremely challenging, but it would have to more 
than treble China�s total copper consumption growth rate in 2009 (from 5% in 
2008) to offset demand weakness in the US, Japan and the EU-15 alone. We 
estimate that Chinese consumption is certainly up from 2008, but not enough to 
soak up all the metal, and this suggests hoarding of metal by consumers, 
investors, provincial governments and the SRB, all looking to buy now and 
avoid anticipated much higher prices in the future.  

Outlook 
Will copper challenge $6,000/t this summer? It�s unlikely now that the 
arbitrage window between LME and Shangai prices has virtually snapped 
shut. The price rise this year has been artificial, in that it has been 
unrelated to global economic growth. Short-term LME three-month price: 
$4,900/t-$5,650/t. 
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Market data (May unless stated) 

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

LME SHFE SHFE 
  

Contracts 
traded (average) 

 LME Open Interest  
(contracts) 

Average  4,603  4,616 4,620  4,617  Apr-09  398,700 25,181  Apr-09 901,378  Copper 239,597
High  5,026  5,045 5,045  5,035  May-09 311,975 19,064  May-09 960,838   
Low  4,309  4,323 4,330  4,325        

Source: London Metal Exchange  
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Lead 
News 
� June 18th: The global lead market was in surplus by 40,000t in the first four 

months of 2009, according to the International Lead and Zinc Study Group 
(ILZSG).  

� June 3rd: Doe Run Peru halted operations at its La Oroya smelter due to 
financial and environmental setbacks that have prevented it from buying 
concentrates. 

 
Analysis 
� Price climbs, good physical support  

 
Lead prices have followed the general trend in metals prices over the past few 
months, with lead up by more than 75% since the start of 2009, to more than 
$1,600/t by mid-June, and closing at $1,720/t by 29th June. LME stocks have 
risen steadily in recent weeks and by 29th June were 84,200t, up almost 17,000t 
since 1st May. The price has been well supported by the huge volumes of refined 
metal imported by China so far this year, plus the heightened levels of 
speculation in the entire complex, betting that demand will soon fully recover. 
The fact that China � just a couple of years ago a vast net exporter of refined 
lead � remains a net importer, is the single biggest factor explaining why prices 
have recovered so well. 

In addition, the recession-resistant replacement battery sector, which accounts 
for about 40% of lead offtake, and soaring Chinese cars sales, which have been 
bolstered by favourable tax incentives, have played a big role in propping up the 
market. In addition, we estimate about 360,000t of lead production has been lost 
from the supply chain, due to the severe cuts by zinc miners � lead is produced 
primarily as a by-product from zinc mines. This has tightened the market 
considerably, leaving LME lead stocks at no more than four days� worth of 
consumption.  

Outlook 
The lead price has continued to climb but unlike some base metals there is a 
bit more fundamental justification. Cutbacks by mines and refiners since 
the onset of the recession have been swift and lasting, and so a return to a 
tighter physical outlook is thereby much closer than for others. The 
remarkable turnaround in China, now firmly a net importer of refined 
lead, and the world�s dominant producer and exporter of lead-acid 
batteries, is a continuing support to the price. Consumers may not be 
buying new cars but that means more of them are having to replace old car 
batteries. Speculative investment has taken note and helped push the price a 
little beyond where it should be. 

Short-term LME three-month price: lead: $1,400/t-$1,900/t. 
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Market data (May unless stated) 

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

Average 1,452 1,458 1,455  Apr-09 72,325  Lead 75,234
High 1,640 1,641 1,628  May-09 78,975   
Low 1,335 1,350 1,340     

Source: London Metal Exchange  
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Zinc 
News 
� June 29th: Japan�s refined zinc exports in May were 14,355t, more than 

double year-on-year. During January-May they totalled 73,878t (40,738t for 
the same period of 2008), the bulk of which, 61,027t, went to China (v. 
19,547t the same period last year). 

� June 24th: Nyrstar, the world�s biggest zinc producer, said it planned to 
expand its operational interests into mining. The move is prompted by the 
company�s sense that it needs to build strength in mining in order to ensure its 
long-term ability to compete with Chinese smelters for suitable feedstocks. 

� June 18th: The global zinc market was in surplus of 203,000t in the first four 
months of 2009, according to the International Lead and Zinc Study Group 
(ILZSG). 

� June 11th: Shareholders of OZ Minerals approved the $1.4bn sale of assets to 
China�s state-owned Minmetals, after it improved its offer. 
 

Analysis 
� Over-extended price 

 
Zinc prices have followed the general trend in metals prices over the past few 
months, up 35%, to $1,575/t (LME three-month contract) as of 29th June. LME 
stocks have steadily risen, and were 353,700t as of 29th June. This increase in the 
zinc price highlights, in our view, how the market has overextended itself � a 
price closer to $1,300/t is fairer value, as global demand for galvanised steel � 
which accounts for about two-thirds of zinc offtake � remains low, despite much 
stronger Chinese car sales. But positive signals in Chinese consumption and, 
indeed, green shoots of recovery in the West, should ensure that it does not 
revisit December 2008 lows of $1,069/t; it may even test new multi-month highs 
if investors pile in, basing their investments on hopes that the recession may 
have turned a corner. Supporting both the price of zinc and lead have been the 
troubles at US-based Doe Run�s La Oroya lead-zinc-copper smelter in Peru, 
which produced more than 114,000t of refined lead and 43,440t of refined zinc 
in 2008. The smelter was re-started in May, albeit at reduced capacity, but has 
again closed on environmental and financial grounds. No date has been set for 
its restart. 

The news that China has ended its stockpiling of base metals leaves the 
country�s zinc producers a bit out on a limb. According to Caijing, a Chinese 
magazine, an official of the country�s state-run economic planning agency, the 
National Development and Reform Commission, said the buying spree was over. 
China�s zinc producers have seen little support from this programme � officially, 
only 159,000t of zinc have been bought for the state�s inventories, which is a 
drop in the ocean. 

Outlook 
We continue to argue that prices are ahead of themselves, but the 
production cuts � perhaps as much as 15% of last year�s capacity � have 
definitely been encouraging. And there has certainly been a tidal wave of 
de-stocking. Short-term LME three-month price: $1,490/t-$1,740/t. 

Market data (May unless stated) 

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

Average 1,487 1,513  1,581  1,615  Apr-09  328,950  Zinc 224,787
High 1,589 1,614  1,680  1,703  May-09 323,600   
Low 1,425 1,444  1,515  1,553     

Source: London Metal Exchange  
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Steel 
News  
� June 26th: UNCTAD said global steel demand will fall by up to 15% in 2009 

vs. 2008. 
� June 11th: BHP Billiton cut iron ore fine prices to Nippon Steel in line with 

Rio Tinto�s discount of 33% to Japanese, Taiwanese and South Korean 
producers. The previous day Brazilian miner Vale reduced contract iron ore 
fines prices to Japanese and Korean steelmakers by 28.2% and by 45% for 
lump ore. 
 

Analysis 
China�s tough stance on the iron ore annual contract price for the year starting 1st 
April 2009 seems doomed to fail, even though the talks have gone right down to 
the wire. While both Rio Tinto and BHP Billiton have settled the contract iron 
ore fine price at a 33% discount with steelmakers outside of China, and Vale at a 
28.2% discount, China is holding out for at least a 40% reduction. It has until 
30th June to finalise its position or rely on the vagaries of the iron ore spot 
market for supply. Month-on-month increases by China in its iron ore imports 
have not helped its cause, with iron ore spot prices above $75/dmt, and rising. Its 
imports slipped by 6% month-on-month in May 2009 to 53.46 Mt, but are still 
up 37.4% year-on-year, while in the five months to May imports were up almost 
25.8% to 242 Mt, of which at least 75 Mt is stockpiled at Chinese ports. The 
China Iron and Steel Association (CISA), which is leading the negotiations for 
the Chinese steel sector, has threatened to duck out of talks and reduce steel 
output rather than pay $97/dmt for fines and $112/dmt for pellets, as settled 
between Rio Tinto and BHP Billiton with Japanese steel producers. Shan 
Shanghua, general secretary of the CISA, said: �China is ready for a breakdown 
of the talks. In case of a short supply of iron ore, Chinese steel producers would 
rather cut output.� We think this is an empty threat. Not only is the Chinese steel 
industry extremely competitive, and would be loath to make cuts and allow 
rivals to gain market share, but China will require large volumes of steel to 
support its $585bn stimulus-led infrastructure programme. Moreover, Rio 
Tinto�s rights issue and the planned joint venture between its own and BHP 
Billiton�s Western Australian iron ore operations means that all iron ore 
producers can now afford to play a waiting game. 

Outlook 
Global apparent steel use is expected to decline by more than 14% in 2009 
to 1.019bn tonnes, with Chinese demand expected to fall 5%, US demand to 
fall by 36.6% and EU demand to fall by 28.8%; the iron ore contract price 
settlement could put pressure on steel producers to increase prices or 
reduce output. So long as the world remains optimistic about an economic 
recovery, this may not be a problem; but if demand recovery is slower than 
expected then there could be trouble ahead. 

Short-term LME 3-month price: Med $400/t-$470/t, Far East $400/t-$470/t. 

Market data (May unless stated) 

Prices ($/t)
 

Asia 
Composite

N. America 
Composite

Europe 
Composite

World 
Composite 

 LME Open Interest 
(contracts), latest 

    Med Far East

Mar-09 537 660 548 582  Steel 606 29
Apr-09 541 624 534 566   
May-09 550 592 545 562   

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 
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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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