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Metals and plastics � Strategic view 
Introduction 
April registered strong performances for most base and precious metals; in 
nickel�s case a fresh record price was (briefly) hit. This was perhaps counter-
intuitive, given some poor macro-economic data from the USA, whose GDP 
grew at 1.3% in Q1 2007, below already weak expectations, although markets 
took heart from the likelihood that interest rate rises will be put back as a 
consequence. 

Gold 
Gold rose as high as $691/oz in April on the back of USA dollar weakness, but 
failed � once again � to push through $700/oz. The British naval crew held by 
the Iranian government were released early in April and tensions in the Middle 
East merely simmered rather than boiled over.  

Silver 
Silver has yet to find comfort above $14/oz. It briefly fixed above $14/oz in 
April but, as gold slipped, silver dithered. This pattern � the two moving in 
tandem � will persist, in the absence of any notable fundamental silver news. 

Platinum 
Platinum fundamentals � already strong � were given a fresh boost by news of 
platinum Exchange Traded Funds, rumoured last year, finally taking concrete 
shape. Platinum will continue to do well this year and could rise to $1,500/oz on 
any signs of supply-side disruption. 

Palladium 
Palladium rose to an 11-month high of $382/oz in April. A move beyond this 
level is likely to be motivated by technical factors rather than fundamentals, 
which remain uncertain for the longer-term. 

Aluminium 
LME stocks of aluminium remain robust. We expect sideways movement in the 
price unless major supply disruptions emerge. 

Copper 
Copper pushed through $8000/t again in April, reaching its highest level since 
May last year, spurred on by fresh strong China demand data and some supply-
side threats; but a greater slowdown in the USA than has been anticipated could 
knock the metal back down. 

Nickel 
Nickel prices remain exceptionally strong, pushed higher by growth in China�s 
stainless steel industry. Although substitution may be a threat in the longer term, 
for now nickel prices are going to hold their own at current levels.  

Lead and zinc 
Given the falling LME zinc stocks, prices should move upwards but exports 
from China have dampened immediate demand. Lead may weaken as stocks 
begin to rise, although supply-side disruptions continue to tease investors. 

Tin 
Indonesian producers are taking some time to sort out their tin export licences 
and stocks are falling.  

Plastics 
Prices moved up in April, but with low trading volumes further strength is 
contingent on crude oil prices � which by the start of May began faltering. 
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Forecasts 

Price forecasts 

  End-April 1-month 2-month 3-month 12-month

Gold $ per oz 677 650-700 >700 >700 650
Silver $ per oz 13.50 13.40-14.20 <14 <14 13
Platinum $ per oz 1286 1,300-1,400 1400 1,400 1,500
Palladium $ per oz 371 350-400 400 400 350
Aluminium (3-month) $ per tonne 2,850.50 2,750-2,850 2,800 2,800 2,800
Copper (3-month) $ per tonne 7,771 7,500-8,200 >8,000 >8,000 7,000
Nickel (3-month) $ per tonne 48,700 42,000-55,000 50,000 50,000 30,000-60,000
Lead (3-month) $ per tonne 2,010 1,900-2,200 1,900 1,900 1,500
Zinc (3-month) $ per tonne 3,706 3,700-4,300 3,500 3,500 3,000
Tin (3-month) $ per tonne 13,405 12,800-13,200 12,500 12,500 11,000
Plastic: LL (September) $ per tonne 1,160 1,190-1,300 1,250 1,300 1,200
Plastic: PP (September) $ per tonne 1,315 1,200-1,300 1,200 1,200 1,150

  2-years 3-years 4-years 5-years 6-years

Gold $ per oz 550 490 450 450 400
Silver c per oz 12 11 10 10 10
Platinum $ per oz 1,400 1,400 1,300 1,200 1,200
Palladium $ per oz 280 280 250 230 230
Aluminium (3-month) $ per tonne 2,000 2,000 2,000 1,900 1,900
Copper (3-month) $ per tonne 5,000 5,000 4,000 4,000 4,000
Nickel (3-month) $ per tonne 25,000 25,000 15,000 14,000 13,000
Lead (3-month) $ per tonne 1,000 1,000 900 900 800
Zinc (3-month) $ per tonne 2,500 2,000 2,000 1,900 1,900
Tin (3-month) $ per tonne 11,000 10,000 9,000 9,000 8,000
Plastic: LL (September) $ per tonne 1,300 1,300 1,200 1,200 1,100
Plastic: PP (September) $ per tonne 1,300 1,300 1,200 1,200 1,200

Source: Virtual Metals 
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Analysis 
Copper � history repeating itself?  
While much concern has been expressed by end-users about the copper price and 
the rate of its rise, there seems little prospect of respite for consumers as long as 
China�s economy keeps on expanding. The price climbed to a 7-month high of 
$8,100/t (London Metal Exchange 3-month contract) on 18th April, following 
reports that China�s imports of the metal and copper products hit record levels in 
March. Copper and copper-product shipments to China rose 56% in the first two 
months of the year (compared with the same period in 2006) to 468,849t. In 
March alone � according to official customs data � China�s refined copper 
imports rose to an all-time high, with total inward-bound shipments exceeding 
200,000 tonnes. Worries about a possible overheating of the Chinese economy, 
with growth at an annualised rate of 11.1% in Q1 2007, had waned by the end of 
April and, although there was some price weakening in the last two weeks of the 
month, it remained relatively firm on the belief that the Chinese economy, even 
with further interest rate rises, was robust enough to support the copper price. 
And, by 2nd May, copper was again nudging $8,000/t. How much depends on 
continued strong demand from China? 

This demand could well be considerable, according to some copper producers. 
Charlie Sartain, Xstrata�s copper CEO, expects Chinese demand for copper 
could rise as much as 10% this year. Clive Newall, president of the junior 
mining company First Quantum, which has copper assets in Zambia and the 
Democratic Republic of Congo (DRC) said he thought a copper price of 
$2/pound-$3.50/pound, or between $4,410/t-$7,718/t, could be a trading range 
that might persist for some time to come. While planned expansions and new 
developments are waiting in the wings, there will inevitably be delays, meaning, 
in his view, that production will not exceed demand in the mid-term. Rio Tinto�s 
new CEO, Tom Albanese, also expects copper demand to remain �robust,� again 
led by China�s appetite for the metal. Refined copper demand in China may 
increase from 3.8 Mt last year to as much as 4.7 Mt by 2010, according to the 
Chinese metal trader Minmetals. Norddeutsche, Europe�s largest copper refiner, 
believes that, even with a sluggish USA economy, growth in China, India and 
Brazil will compensate and keep copper prices relatively high. Meanwhile, 
stockpiles of the metal at LME warehouses continue to fall, declining more than 
12% in April, from 178,075t as of 30th March to just 157,200t on the last day of 
April.  

And if hefty acquisitions are any indicator, bigger copper players are still taking 
a bullish long-term view for copper, snapping up reserves wherever they can; 
Anglo American on 30th April paid $403m to win a bidding round for Peru�s 
fourth largest copper deposit, Michiquillay, defeating about 20 competitors in 
the process. On top of which, supply-side interruptions keep popping out of the 
woodwork. A strike broke out at one of the world�s biggest copper and gold 
mines, Freeport McMoRan's Grasberg mine in Indonesia, while in Peru, a 
national (although patchily implemented) strike by half of the nation�s 
mineworker unions had affected some copper mines, including an operation 
owned by Southern Copper. Peru produced 1.05 Mt of copper in 2006, making it 
the world�s third largest producer. 

Some threats 
There are some concerns that may weigh on the price. A slowing in the number 
of houses being built in the USA � the US National Association of House 
Builders predicts single unit housing starts will fall 22 % to 1.16m this year � 
helped place a lid on further upward price moves in April. The spectre of 
increasing supply was also a negative. Chile, the world's largest copper 
producing country, said its output increased by 13.5% in March (vs. the same 
month in 2006) and Zambia, Africa�s biggest copper producer, said its exports 
rose 31% in February as its mines recovered from a spate of flooding. One of the 
world�s biggest copper producers, BHP Billiton, reported a 22% rise in 
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Gold 
� May 1st : Barrick Gold reported a loss of $159m for Q1 2007 (vs. profits of 

$224m for the same period in 2006), attributable to its decision to close its 
non project-related hedge book at a cost of $557m. Its Q1 production was 
2.03 Moz and it expects total output in 2007 to be within its previous forecast 
of 8.1 Moz-8.4 Moz. 

� Apr 30th: Mexico�s gold production in February fell 3.8% to 2,274 kg, 
compared to the same month last year. 

� Apr 30th: Australia�s Newcrest cut its production forecast for its Telfer mine 
to 620,000 oz for 2006-2007.  

� Apr 27th: Newmont Mining reported its Q1 2007 net income as being $68m 
lower than the $209m reported in the same quarter last year. It reiterated its 
production estimate for this year of 5.2 Moz-5.6 Moz. 

� Apr 10th: China�s gold production in January and February rose 14% 
compared to the same period in 2006, according to the China Gold 
Association. 

 
Analysis 
� Falling production, price eases back 
 
A sluggish USA economy induced a weakening dollar for much of April and 
helped gold nudge its way back almost to $700/oz. On 1st May, relatively 
healthy manufacturing data from the USA freshened up the dollar and gold 
dropped 1%, the June-dated Comex contract settling $6.20 lower at $677.30/oz, 
having traded earlier that day in a $674.60/oz-$682.30/oz range. Investors have 
also taken greater note of declining global output � down in 2006 to its lowest in 
ten years at 2,471t. Although a rise in mine output is expected this year it is 
likely to be only a marginal recovery. Volatility at a relatively high price is 
taking its toll on physical buying in key offtake centres; Turkey�s gold imports 
in April fell 14.2% to 12.2t against the same month last year, and the overall 
figure for the first four months of 2007 shows a 2% decline, year-on-year, to 
49.4t. Spot gold prices hit a 26-year peak of $730/oz last May and although they 
have never seen anything like that since, the price has nevertheless risen almost 
15% so far this year, encouraging wariness among buyers. In the United Arab 
Emirates some traders feel sales volumes could still fall some 10% in 2007, 
which would be the second consecutive year of such a drop, although in value 
terms at these high prices the picture is rather better. The buying of gold for 
jewellery is waning but the emergence of gold ETFs and continued investor 
buying is taking up some of the slack.  

Outlook 
Gold rallied in April but lost ground towards the end of the month. The 
weaker dollar is to some extent making USA equities good value for foreign 
investors, sucking in some investment that might otherwise have gone to 
gold. A pattern has emerged in which $700/oz currently represents a strong 
barrier � the closer it is approached, the more physical selling and investor 
profit-taking. We expect this to persist for the immediate future. Short-term 
London daily pm fix: $650/oz-$700/oz. 

Market data (April unless stated) 

Prices US$/oz Euro/oz Rand/kg  ETF investment Ounces Lease rates 1m 3m 6m 12m  Option volatility (end month, 
%) 

Average  679  503  154,382  US 301,895  Average 0.11 0.14 0.17 0.17  1-month 14.75 
High  691  509  156,943  UK 29,257  High 0.12  0.15 0.18 0.20  3-month 15.50 
Low  658  492  151,246  Aus 3,858  Low 0.10 0.12 0.15 0.13  6-month 15.90 
     S.Africa  -     12-month 16.30 

Source: Prices: London Bullion Market Association, Others: Virtual Metals 
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Silver 
News 
� Apr 30th: Mexico�s silver production in February was 153,594 kg, 23.7% 

lower than the same month in 2006, and continuing a recent trend of lower 
output. 

� Apr 30th: Azco Mining plans to proceed with the production at its Summit 
silver/gold deposit in south-western New Mexico, after a pre-feasibility study. 
The mine is expected to produce 120,000 tonnes of ore a year. 

� Apr 26th: Silver Wheaton reported Q1 2007 profits rose 80% on higher silver 
sales and prices, at $24.9m, from the sale of 3.3 Moz of silver, against profits 
of $13.8m on the sale of 2.7 Moz of silver in the same quarter for 2006. Silver 
Wheaton expects total 2007 sales of 15 Moz, rising in 2009 to 23 Moz and by 
2012 to more than 28 Moz. 

� Apr 25th: Hochschild Mining reported output of 2.6 Moz (and 43,000 oz of 
gold) in Q1 2007 and said it is on track to deliver 26 Moz of silver equivalent 
in 2007, which would be a rise of 11% and equate to about 14 Moz of silver 
and 200,000 oz of gold. 

� Apr 24th: Canada�s European Goldfields agreed to sell silver produced from 
its Stratoni mine in Greece to Silver Wheaton. Silver Wheaton will pay 
$57.5m in cash to European Goldfields� Hellas subsidiary. 

 
Analysis 
� Limited impact from Peru�s national strike 
 
Goldcorp agreed to sell 25% of the silver produced at its Penasquito project in 
Mexico to Silver Wheaton for $485m. The project is due to start production late 
2008 and should achieve full operation a year later. Goldcorp, one of the world's 
biggest gold producers, owns 49% of Silver Wheaton, which already buys all of 
the silver produced at Goldcorp's mines in Mexico. Silver Wheaton additionally 
agreed to pay Goldcorp an ongoing per-ounce operating fee of the lesser of 
$3.90, subject to annual inflationary adjustments, and the prevailing market 
price per ounce of silver. Following this deal Silver Wheaton expects to have 
annual silver sales of 22 Moz in 2009, increasing to more than 26 Moz by 2012. 
Based on a feasibility study from July 2006, the Penasquito project has reserves 
of 17 years of gold, silver, zinc and lead production, with peak annual silver 
delivery to Silver Wheaton of 8.5 Moz. In Peru, where silver production has 
recently been rising strongly, a national strike hit parts of the mining industry. In 
the main, though, mining companies said they are unsure whether large enough 
numbers of miners are prepared to join the strike, and that it may fizzle out quite 
rapidly with minimal impact on production. Peru�s second largest silver miner, 
Hochschild Mining, said the strike had limited effect.  

Outlook 
Stronger prices for precious metals generally helped silver push through 
$14/oz in April, but this was a brief foray. Silver is likely to track gold�s 
movements in the coming weeks � Peruvian strikes notwithstanding. Short-
term London daily fix: $13.40/oz-$14.20/oz. 
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 Market data (April unless stated) 

Prices c/oz e/oz p/oz  Imports kg Lease rates 1m 3m 6m 12m  Option volatility (end month, %) 

Average 1,373.5 1,017.0 691.2  USA (Feb) 462,737  Average 0.01 0.13 0.53 1.09  1-month 24.50 
High 1,409.0 1,041.3 708.1  Japan (Mar) 291,845  High 0.04 0.16 0.59 1.17  3-month 26.50 
Low 1,328.0 977.9 668.2  China (Mar) 550,588  Low -0.01 0.10 0.49 1.02  6-month 28.00 
          12-month 28.75 

Source: Prices: London Bullion Market Association, Others: Virtual Metals 
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Platinum 
News 
� May 8th: A South African court ordered strikers to return to work at Northam 

Platinum�s mine; the unofficial strike has caused lost output of 6,600 pgm ozs 
according to the company. 

� May 2nd: Lonmin may more than double the size of its newly acquired 
platinum Limpopo phase 2 project in South Africa, with the aim of producing 
around 85,000 oz/year. 

� Apr 24th: The UK-based ETF Securities launched five new exchange-traded 
products, including the first platinum and palladium ETFs. By 1st May offtake 
was 8,370 oz compared to the launch figure of 4,800 oz. 

� Apr 25th: Lonmin said its 1H production fell 27.8% year-on-year after 
refinery problems earlier in the year, with total output for the period at 
513,278 oz; it expects full-year sales of 980,000 oz-1 Moz. 

� Apr 18th: Zurich Cantonal Bank (ZKB) plans to launch a platinum ETF in 
May. 

 
Analysis 
� Finally � a platinum ETF 
 
The long-standing rumour of a platinum ETF finally took flesh in April and 
helped the price rise to higher levels, although not quite the price levels seen 
when the rumour of an ETF first emerged in late 2006. This introduces a new 
investment element to the platinum market, although it has got a resounding 
thumbs-down from a number of platinum producers. Their view � and unlike 
gold or silver, it has some justice � is that platinum ETFs will create 
considerably more volatility and in effect be the goose that finally kills the 
golden egg. Platinum miners� main interest, after all, is in seeing their metal 
retain its currently critical place in industrial offtake, especially diesel car 
autocatalysts. A successful ETF by definition holds out to investors the lure of a 
rising price � to the possible detriment of platinum offtake both in industry and 
in the jewellery market. Consumers are increasingly baulking at the price of 
platinum jewellery, and white gold and palladium are winning some of the 
market share. Nonetheless, Lonmin�s CEO, Brad Mills, reluctantly conceded 
that a platinum ETF was an �inevitable evolution�. 

Outlook 
Those producers who have commented publicly about the platinum ETFs 
have been lukewarm at best. They are happy with the buzz of investor 
interest created but less happy with the possibility of greater price volatility. 
The producers� particular worry is the threat to platinum demand for 
autocatalysts and, to a lesser extent, jewellery. Penetration of diesel fuelled 
vehicles in the USA market is currently just 4% compared to an average 
50% in Europe. But if diesel grew to 10% in the USA then the additional 
annual platinum demand could be as much as 300,000 oz. With prices this 
high, any spikes would rapidly dent already weak jewellery demand and 
hasten platinum substitution in autocatalysts. London daily pm fix short-
term: $1,300/oz-$1,400/oz.  
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Market data (April unless stated) 

Prices  US$/oz  Lease rates 1m 3m 6m 12m Trade (kg) Imports Exports  Option volatility (end month, %) 

Average 1,276  Average 2.0 2.7 3.2 3.5  USA (Feb) 8,674 3,403  1-month  23.5
High 1,321  High 2.1 3.1 3.6 4.0  Japan (Mar) 7,272 2,535  3-month 24.5 
Low 1,235  Low 1.8 2.6 2.9 3.2  Hong Kong (Jan) 2,057 430  6-month 26.0 
       Switzerland (Mar) 2,310 7,683  12-month 27.4 
       China (Mar) 4,229 0   23.5 

Source Price: London Platinum and Palladium Market, Others: Virtual Metals 
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Palladium 
News 
� Apr 24th: London-based ETF securities launched the world�s first platinum 

and palladium ETFs; the Zurich Cantonal Bank (ZKB) plans to launch a 
similar product in early May. 

� Apr 16th: North American Palladium reported Q1 2007 palladium production 
rose 68% to 78,805 oz compared with 47,015 oz for the same period in 2006. 

 
Analysis 
� Palladium rises on ETF speculation 
 
The firms launching the new platinum and palladium ETFs made their own 
tentative estimates about the likely offtake, with ZKB saying they had purchased 
in advance 70,000 oz of platinum and 200,000 oz of palladium, for the first year. 
ETF securities suggested $100m for each product in its first year, which is 
around 75,000 oz of platinum and just over 250,000 oz of palladium. In 
November 2006, when a platinum ETF launch was first discussed, Virtual 
Metals estimated likely offtake based on the performance of the gold and silver 
ETFs, adjusted for the relative size of the platinum market. We used four metrics 
for this relative size: total supply; bar and coin demand; Nymex or Comex open 
interest; and stock market capitalisation. These gave estimates of first year 
offtake of between 93,000 oz and 3.4 Moz of platinum, although we argue that 
the best indicator was Nymex/Comex open interest and thus a likely offtake was 
100,000 oz-150,000 oz. We did not make an estimate for palladium, as no 
palladium ETF was expected at that time. Using the same measure we thought 
most accurate for platinum, Nymex open interest, our estimate would be 
300,000oz-450,000 oz. Although the palladium price has recently been rising, 
the USA-based palladium miner Stillwater nevertheless reported a Q1 net loss of 
$1.1m, against a profit of $0.6m in Q1 2006, on output of some 144,000 oz of 
pgms during Q1 2007, slightly lower than the 146,000 oz for the same period 
last year. The company�s average realisation on palladium sales from mine 
production was $377/oz during the quarter, compared to $360/oz per ounce for 
the same period in 2006. Stillwater is stepping up its recycling of autocatalysts, 
processing some 87,000 oz of pgms from recycled catalytic materials in Q1 
2007, versus about 60,000 ounces in the first quarter of 2006. 

Outlook 
In April, palladium climbed to its highest level since May last year of 
$382/oz in April. The average price for the month was $368.80/oz. By the 
end of April palladium had lost some ground but was still trading in the 
mid $360s/oz at the start of May. Obviously the new ETF might induce 
some investors to switch from Nymex to this new vehicle and we will be 
watching for this over the coming months. By the week ending 24th April 
Nymex and Tocom palladium fans had raised their total net investment on 
Nymex by 121,800 ozs, while Tocom investors added 17,104 oz, a 21% 
increase on their holdings of the previous week. London daily pm fix short-
term: $350/oz-$400/oz. 
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Market data (April unless stated) 

Prices US$/oz  Lease rates 1m 3m 6m 12m Trades (kg) Imports Exports  Option volatility (end month, %) 

Average 368.6  Average 0.00  0.04  0.13 0.20  USA (Feb) 9,596 8,125  1-month 24.5 
High 382.0  High 0.07  0.11  0.17 0.43  Japan (Mar) 250 1,442  3-month 28.0 
Low 350.5  Low -0.08 -0.05  0.10 -0.01  Hong Kong (Jan) 965 267  6-month 32.0 
       Switzerland (Mar) 1,922 5,647  12-month 34.0 
       China (Mar) 1,553 0  24-month 36.0 

Source: London Platinum and Palladium Market, Others: Virtual Metals 
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Aluminium 
News 
� May 7th: Alcoa launched a hostile bid for Alcan, valuing the company initially 

at $27bn. If the two merged the combined entities would control an estimated 
25% of global alumina and primary aluminium markets. 

� May 7th European Union ministers approved proposals to halve (to 3%) the 
EU-wide tariff on imported primary aluminium with effect by mid-May. 

� Apr 27th: BHP Billiton bought a 33.3% interest in Global Alumina�s 
Sangaredi Refinery Project in Guinea for $140m. The project involves the 
construction and operation of a 3 Mt/year alumina refinery and a 9 Mt/year 
bauxite mine. 

 
Analysis 
� China�s flexible producers 
 
A 15% export tax (introduced last year in part to slow growth in the country�s 
energy-intensive primary aluminium sector) on unwrought aluminium has had 
the desired effect; exports of unwrought metal fell 71% year on year in Q1 2007. 
China, the world�s biggest producer of aluminium, became a net importer of the 
metal for the first time in Q1, with Chinese demand showing no sign of waning. 
According to the International Aluminium Institute (IAI) output from Chinese 
smelters grew 39% year on year in Q1 2007. Smelting capacity continues to rise, 
outstripping the increase in demand, but there is little worry of massive over 
supply as much of the capacity will have come on stream this year. Alcoa said it 
expected consumption to grow 7.7% year-on-year. But China�s aluminium 
industry has shown remarkable flexibility and, in response to the higher export 
tax on primary metal, the country�s aluminium producers have been rapidly 
switching to production and exports of aluminium products, exports of which 
rose a breathtaking 89% year-on-year in Q1 2007. China may now cut the tax 
rebate on aluminium products, as the country continues its drive to curb exports 
of products requiring high electricity input. Total stocks of all forms of 
aluminium at western world smelters (excluding finished end-products) fell to 
2.887 Mt at the end of March, according to the International Aluminium Institute 
(IAI). That compares with a revised 2.906 Mt in February and 2.997 Mt in 
March 2006. Unwrought metal stocks fell to1.522 Mt versus a revised 1.570 Mt 
and 1.590 Mt respectively. Including China, daily primary aluminium output 
was 98,200t in March, down from a revised 100,200t in February and higher 
than the 88,000t in March 2006. Output in the whole of March, also including 
China, was 3.045 Mt versus a revised 2.806 Mt in February. 

Outlook 
Given the robust LME stocks, up more than 60% since November 2005, 
aluminium prices are expected to hold around current levels in May, 
slipping later in the year. We consider prices will be range-bound for some 
time to come, with many new projects outside set to come on-stream in the 
next two years. LME 3-month contract short-term: $2,750/t-$2,850/t. 
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Market data (April unless stated) 

Prices ($/t) Cash 3-month 15-month 27-month  LME stocks Tonnes Prod (kt) Feb Mar  LME Open Interest (contracts)

Average  2,813  2,844  2,680  2,480  Mar-07 811,200  Europe 655 727  Aluminium 805,275
High  2,865  2,914  2,740  2,543  Apr-07 826,525  Americas 611 689   
Low  2,735  2,760  2,610  2,427    Asia 283 311   
        Other 321 353   
        Total 1,870 2,080   

Source: London Metal Exchange, except Production: International Aluminium Association 
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Copper 
News 
� Apr 27th: Rio Tinto said mined copper fell 3% to 197,900 tonnes from the 

March quarter last year. Refined copper production rose 19% to 101,600t in 
the March quarter. 

� Apr 27th: Southern Copper reported Q1 2007 net income of $563.5m, against 
$421.6m in Q1 206. Stronger prices and output, up 6% in the period, drove 
the increase.  

� Apr 18th: Minera Cerro Dominador (MCD), a Chilean copper producer, may 
invest $3.5m to increase its cathode production capacity by 10,000t/year, 
lifting MCD�s capacity to 13,500t/year, according to an environmental impact 
study. 

� Apr 13th: Zambia�s finished copper production fell 9.3% in Q1 2007. Output 
fell 114,239t in the three month to the end of March. This compares with 
125,880t in Q1 2006. 

� Apr 13th: Chile�s customs office said the country�s Q1 2007 output increased 
6.8% to 1.34 Mt from 1.25 Mt for the same period of 2006.  

� Apr 2nd: Japan�s largest copper producer, Pan Pacific Copper, plans to 
produce 310,000t of copper cathode in the first half of fiscal 2007, a rise of 
6.2% from the corresponding period in 2006. 

 
Analysis 
� China�s imports soar 
 
Copper struck a fresh seven-month high of 8,100mt on the LME in the middle of 
the month as the market focused on strong demand from China, the world's 
biggest consumer of the metal. Also fuelling prices, the LME reported another 
hefty fall in stocks stored in warehouses across the globe. On 3rd May LME 
copper inventories were down 15% on stock levels a month earlier. China's 
imports of copper exceeded those of February, with imports of copper and semi-
finished products reaching 307,740t in March. Antofagasta, which has three 
copper mines in Chile, said production fell by 1% in the first quarter. Production 
was 105,000t compared to 107,000t a year earlier. Production set-backs such as 
this, together with falling stock levels and positive economic data (USA factory 
orders rose by 3.1% in March) are all helping to underpin the copper price in the 
short term. The world�s major copper producers continue to grow and replace 
copper production. Anglo American�s acquisition of the Peruvian miner, 
Michiquillay, at what may retrospectively prove to be at or near the top of the 
market, is an indicator of long-term confidence in the metal�s prospects. 

Outlook 
In the short term we expect copper to trade in a fairly tight range as 
investors try to detect which way the trend is headed. Rising refined copper 
production could match growth in demand in the coming months and the 
market may move into a much bigger surplus later in the year, depressing 
prices. However, industrial action and production difficulties may prevent a 
softening in the metal�s price to below $7500/t in the short term. LME 3-
month contract short-term: $7,500/t-$8,200/t. 
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Market data (April unless stated) 

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

Average  7,738  7,681 6,997 6,188  Mar-07 181,075  Copper 367,726
High  8,100  8,069 7,285 6,450  Apr-07 156,550   
Low  6,916  6,850 6,320 5,675      

Source: London Metal Exchange  
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Nickel 
News 
� May 7th: LionOre, the Canadian producer, said it preferred a $4.8bn offer 

from Norilsk to an earlier $4bn bid from Xstrata. 
� May 1st: Aneka Tambang, Indonesia�s second-biggest nickel miner, said its 

Q1 2007 ferronickel production increased 61% against the same period last 
year, to 4,352t; plans are for total output of 20,000t this year. 

� Apr 26th: Chinese imports of primary nickel ore were 2.20 Mt in Q1 2007, 
and in March alone were 1.03 Mt, according to customs data. 

� Apr 10th: Norilsk Nickel plans to process 30% more ore at its Polar division 
by 2011 in order to maintain output of the metal at today�s levels. 

� Apr 10th: Geovic Mining plans to start operations at a cobalt and nickel mine 
in Cameroon in mid-2009, with anticipated output of 3,000t of nickel/year. 

� Apr 9th: China�s Jinchuan Group and Australia�s Albidon agreed to a joint 
venture to develop the Munali nickel mine project in Zambia, the first in the 
country, with eventual expected annual production capacity of 8,500t. 

 
Analysis 
� Substitution threats grow  
 
While nickel prices rose to a fresh record in April on supply-side worries, 
stainless steel makers are showing signs of retaliation. Consumers from South 
Korea to Finland are showing their irritation at the metal�s staggering 46% price 
rise this year by ploughing investment into discovering ways of making stainless 
steel with less nickel or even none at all. Others are temporarily reducing 
production in the hope that nickel will sooner or later plunge. In the former 
camp, Korea�s Pohang Iron & Steel (Posco) announced plans to boost sales of a 
nickel-free type of stainless steel to a monthly 10,000t next year. The company 
raised its stainless price again on 7th May (by 8.6%), the twelfth rise since the 
beginning of 2006, a trend that must be meeting customer resistance. In the latter 
camp, Finland�s Outokumpu is cutting its Q2 2007 production and will sell from 
inventories instead. For nickel miners, an equally disturbing development may 
be the growing interest shown by China�s stainless producers in procuring nickel 
ore themselves, rather than purchasing refined nickel. On 1st May there were 
reports that China had approached Indonesia about buying low-grade nickel ore 
that until now has been set aside and considered unusable. While previously 
taking Indonesian ore that contained just 2.5% nickel, requests are now being 
made for ore with just 0.9% of the metal. This is a trend that has been 
developing since the last half of 2006; in March this year, exports of laterite 
low-grade nickel ores containing nickel from the Philippines to China nearly 
tripled to almost 500,000t. Meanwhile, concerns about the adequacy of future 
supply � and when more supply will come on-stream � remain firmly in place. 

Outlook 
The LME 3-month contract price rose fairly steadily during April, posting a 
6.7% gain and touching a record of $51,200/t on 8th May. LME warehouse 
stocks remain exceptionally low. Add that to the latest news of project 
delays and any chance of a significant reversal in the short-term price of 
nickel is minimal, and we also expect a continued pattern of considerable 
volatility at high levels. LME 3-month short-term: $42,000/t-$55,000/t. 
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Market data (April unless stated) 

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

Average  50,468  48,183 39,041 33,085  Mar-07 5,232  Nickel 59,487
High  52,375  49,950 40,325 34,425  Apr-07 4,980   
Low  47,650  45,695 37,150 31,250      

Source: London Metal Exchange except Option volatility: Virtual Metals 
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Lead and zinc 
News 
� May 2nd: Some confusion reigned over whether or not Xstrata can go ahead 

with its planned conversion from underground to open-cast mining at its 
McArthur River zinc mine in Australia. In April, the supreme court of the 
Northern Territory � where the mine is situated � overturned an earlier 
approval, but the state�s government has again authorised the project, 
although an appeal has been launched.  

� Apr 27th: Russia�s Chelyabinsk Zinc Plant produced 40,145t of zinc and zinc-
based alloy in Q1 2007, an increase of 15.5% year-on-year.  

� Apr 13th: Following the re-entry of the state-controlled mining company 
Gecamines into the Kipushi Zinc project in the Democratic Republic of 
Congo, First Quantum and South Africa�s Exxaro Resources will decide 
during the next few weeks if they will take legal action to protect their 
interests in the project. 

 
Analysis 
� Chinese refined zinc exports rise again 
 
Chinese exports of zinc continue growing, limiting upside potential for the metal 
in Europe, but it is beginning to look as if the Chinese government, as it did with 
low-grade zinc exports, may remove any rebate on exports of high-grade zinc. In 
time, this may curb exports. Chinese customs authorities said exports of zinc 
from China increased by 310.4% in Q1 2007, compared to exports in the same 
quarter last year; total export volumes for the quarter were 153,507t. Zinc is at 
something of a crossroads; while rising Chinese exports are putting a cap on 
higher prices, LME stocks have again been falling � by 3rd May zinc stocks on 
the LME had fallen 12% from levels seen a month ago � and the cash to 3-
month zinc price has been in contango since the start of April. The national 
strike in Peru, the world�s third-largest producer of zinc, in early May looked 
like it might take a firmer hold among the country�s zinc mines; any enduring 
strike will quickly impact production and should give an additional boost to zinc 
prices. Although there are a number of new projects expected to come on-stream 
later this year we are still expecting a small refined zinc deficit in 2007. Worries 
persist about lead stock levels and the price � already firm in April � was headed 
higher in early May. Supplies from China � the world�s biggest lead exporter � 
are so far this year at their lowest for several years; in Q1 2007 Chinese refined 
lead exports were 43,278t, down 71.7% from the same period last year, while 
the country�s imports over the same period rose 10.6% to 6,811t. 

Outlook 
Three-month zinc prices on the LME averaged $3,556/t in April. By early 
May that had risen over $4,000/t. Further gains will hinge on movements in 
stock levels, as well as sentiment surrounding copper and nickel. The three-
month lead price averaged $2,035/t in April and any further signs that 
production problems in Australia will be extended, or that Chinese exports 
continue to trend lower than normal, could push the metal higher still. 
LME 3-month short-term: zinc $3,700/t-$4,300/t, lead $1,900/t-$2,200/t. 
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Market data (April unless stated) 

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

Average  2,003 3,543  1,993 3,556  Mar-07 33,675 106,100  Lead 84,036
High  2,050 3,815  2,035 3,821  Apr-07 42,475 95,150  Zinc 200,941
Low  1,945 3,206  1,930 3,215     

Source: London Metal Exchange except Option volatility: Virtual Metals 
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Tin 
News 
� Apr 30th: Indonesia�s PT Timah said its Q1 2007 profit rose to 314.3bn rupiah 

($34.57m) from 11.6bn ($1.27m) in the same quarter last year. The world's 
second-biggest tin miner and refiner sold 14,554t of refined tin in the quarter, 
against 9,614t a year earlier. Average prices received by the company − 
$12,635/t − were 66% up on those in Q1 2006.  

� Apr 23rd: PT Yinchenindo Mining Industry, an Indonesian tin producer, plans 
to export up to 8,000t of the metal this year after it received an export license. 

� Apr 5th: Bolivia�s state news agency reported that the Vinto tin smelter has 
maintained production at pre-nationalisation levels and that in March its 
refined tin output was 966t, up 14% on March last year. 

 
Analysis 
� Weaker price on Indonesian export licences 
 
LME tin prices fell sharply during the second half of April as Indonesian supply 
looked set to resume, following moves by the government to give some 
companies permits to restart exports. This followed a sustained crackdown that 
began in October 2006 on smelting and mining activities that the state perceived 
as illegal. The government had (by 4th May) so far issued 12 export licences to 
smelters but as of  27th April PT Timah, the country�s biggest exporter was the 
only one that had actually resumed exports. The crackdown in Indonesia will cut 
production in that country by as much as 30% to about 90,000t this year, 
according to estimates by the ITRI, the International Tin Research Institute. 
April also saw some supply disruptions in the Democratic Republic of Congo 
(DRC), where the government halted exports of cassiterite, an ore containing tin, 
from the region of North Kivu, for a week in mid-April, on the basis that the 
companies lacked the appropriate permits. Four companies have since paid for 
permits to treat tin ore, allowing them to resume shipments. On 3rd May the 
government of the DRC issued another 11 export licences to traders in the North 
Kivu province. 

Outlook 
While the LME 3-month tin price was little changed at the end of the month 
when compared with its close in March, at $13,750/t, it is nevertheless 
significantly down on the 18-year high of $15,100/t reached on 18th April. 
Some volatility can be expected while Indonesia�s tin export industry gets 
back up to speed, but the stronger the indications that the situation in 
Indonesia is returning to normal, the more likely it is that prices will soften 
further. Stocks in LME warehouses are approaching their lowest since Q3 
2005 and will take time to recover, even assuming Indonesian exports 
gather steam. Contingent on developments in Indonesia, we expect that we 
have seen the peak for tin prices for some time to come. LME 3-month 
contract short-term: $12,800/t-$13,200/t. 
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 Market data (April unless stated) 

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

Average 14,065 13,992 13,228  Mar-07 9740  Tin 21761
High 14,700 14,600 13,805  Apr-07 8440    
Low 13,450 13,200 12,515       

Source: London Metal Exchange except Option volatility: Virtual Metals 
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Plastics 
News 
� May 1st: Oil prices slipped in early May on an expected increase in USA 

refinery output. Nymex crude futures slipped to $64.40/barrel. 
� Apr 24th: Demand for thermoplastics in Russia reached nearly 3.3 Mt in 2006 

according to the UK-based plastics consultancy AMI. The Russian market in 
2006 grew by more than 15% and has more than doubled since 2000. 

� Apr 13th: General Electric plans to complete the sale of its struggling plastics 
unit in Q3 2007. The business has been valued, informally, at around $10bn. 

� Apr 10th: Reports in the business press suggested that a group of unspecified 
Middle East and USA private equity partners were preparing an offer to buy-
out Dow Chemical with a price tag of as much as $50bn. Dow denied the 
reports but said it was forming a joint venture with Chevron Phillips 
Chemical in the USA in styrenics (polystyrenes). 

� Apr 4th: Lanxess, a Bayer spin-off company with operations in the USA and 
Europe, plans to raise its capacity for ethylene propylene synthetic rubber to 
140,000t/year.  

 
Analysis 
� Plastic demand spurs petrochemical industry growth 
 
The industry body, European Plastics Converters, reported in April that there is 
considerable potential for growth in the Romanian plastics processing industry. 
Romania has some 600 plastics converting plants, with total production capacity 
of 500,000t/year of plastic products. Plastics producers serving the automotive, 
food processing and construction sectors in western Europe are already based in 
Romania and others are likely to set up there, now that it has formally joined the 
European Union. EU membership will mean structural fund grants will be 
available in the country by the end of the year. Extrusion of film products is 
spearheading plastics use in Romania, although demand for injection moulding 
and pipe and profile extrusion is likely to grow, as investment in the country�s 
infrastructure and housing increases. Elsewhere in the world, Saudi Basic 
Industries (Sabic) is reported to be investing heavily to expand its product range 
in the next few years, with the intention of capturing more market share of the 
rising demand for plastics. In another expansion, China Petroleum & Chemical 
Corporation received government approval to build an ethylene project in the 
Chinese city of Wuhan. 

Outlook 
LME plastic prices moved up marginally in April. The settlement price for 
PP averaged $1,265.95/t and that for LLDPE averaged $1,176/t. PP prices 
for the front-month contract gained $95/t between the start of April and the 
end of the month, the gain largely tracking the steadily rising crude oil 
price. LLDPE front-month contract, on the other hand, actually lost $10/t 
between the start and the end of the month, however. Any further upside 
will depend to a great degree on the oil price and, with it being slightly 
weaker at the beginning of May, we can�t see much potential for significant 
price increases. Trading volumes were, once more, disappointingly low. 
LME short-term front-month prices: PP $1,200/t-$1,300/t, LLDPE $1,190/t-
$1,300/t. 
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Market data (April unless stated) 

Average prices (May)  Volumes (May)  Open Interest 
(contracts)  

Contract LLDPE PP   LLDPE PP (Apr)  LLDPE PP

First position 1,176.67 1,265.95  Daily av. 27  41  226 295

Source: London Metal Exchange  
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Indices 

Precious and base metal prices 

(1999 Avg.=base 100)    Change from 
30th April 2007  Current  1 M    1 Yr    5 Yr   

Gold (spot) 243  2% ! 237  5% ! 231   124% ! 109
Silver (spot) 259  1% ! 256  8% ! 240   195% ! 88
Platinum (spot) 340  3% ! 329  12% ! 302   137% ! 143
Palladium (spot) 102  5% ! 97  2% ! 100   0%   103
                    
Aluminium (cash) 208  1% ! 205  3% ! 202   107% ! 101
Aluminium (3m) 205  2% ! 202  3% ! 199   105% ! 100
Aluminium (15m) 190  2% ! 186  5% ! 181   89% ! 100
Aluminium (27m) 174  1% ! 171  4% ! 166   74% ! 100
                    
Copper (cash) 497  13% ! 441  8% ! 460   392% ! 101
Copper (3m) 484  13% ! 428  10% ! 442   383% ! 100
Copper (15m) 425  11% ! 382  12% ! 380   328% ! 99
Copper (27m) 369  10% ! 336  10% ! 335   274% ! 99
                    
Nickel (cash) 833  10% ! 756  170% ! 308   620% ! 116
Nickel (3m) 802  11% ! 721  164% ! 304   600% ! 115
Nickel (15m) 668  11% ! 603  145% ! 273   471% ! 117
Nickel (27m) 570  10% ! 517  130% ! 248   381% ! 118
                    
Zinc (cash) 343  12% ! 305  14% ! 300   357% ! 75
Zinc (3m) 339  13% ! 301  16% ! 293   348% ! 76
Zinc (15m) 315  13% ! 279  26% ! 250   288% ! 81
Zinc (27m) 279  12% ! 249  36% ! 206   232% ! 84
                    
Lead (cash) 398  3% ! 385  68% ! 237   323% ! 94
Lead (3m) 394  4% ! 378  66% ! 237   315% ! 95
Lead (15m) 342  7% ! 319  58% ! 217   255% ! 97
                    
Tin (cash) 252  -1% " 253  45% ! 173   238% ! 74
Tin (3m) 247  -2% " 253  43% ! 173   230% ! 75
Tin (15m) 232  -5% " 244  35% ! 173   201% ! 77

LME base metals stocks 

(1999 Avg.=base 100)    Change from 
30th April 2007  Current  1 M    1 Yr    5 Yr   

Aluminium 105  2% ! 104  12% ! 94   -26% " 142
Copper 21  -14% " 24  33% ! 16   -84% " 129
Lead 31  26% ! 25  -57% " 74   -72% " 113
Nickel 9  -5% " 10  -82% " 50   -76% " 38
Tin 91  -13% " 105  -39% " 149   -77% " 394
Zinc 32  -10% " 36  -63% " 88   -83% " 190

USD exchange rates 

(1999 Avg.=base 100)    Change from 
30th April 2007  Current  1 M    1 Yr    5 Yr   

European euro 79  -2% " 80  -8% " 85   -35% " 120
Canadian dollar 75  -4% " 78  -1% " 75   -30% " 106
Great British pound 81  -2% " 83  -9% " 89   -28% " 112
Japanese yen 105  1% ! 103  5% ! 100   -9% " 115
South African rand 118  -3% " 121  16% ! 101   -35% " 181
Australian dollar 78  -3% " 80  -9% " 86   -35% " 121

Source: Virtual Metals & London Metal Exchange 
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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 (�Virtual Metals�). 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 Virtual Metals 
Virtual Metals Research & Consulting 
85 Albany Street 
London NW1 4BT 

Tel: +44 20 7487 3600 
Fax: +44 (0)870 051 2261 

Virtual Metals comprises a uniquely skilled team, with a collective 50 years� 
experience in the precious metals markets and all that this implies � a plethora of 
market contacts and personal networks of long-standing trust and wisdom. Our 
clients include world-class mining companies, for whom Virtual Metals 
specialises in proprietary research covering gold, silver and the platinum group 
metals. 

Apart from the mining industry, Virtual Metals has as clients refiners, bullion 
banks, equity brokers, trading houses and other institutions. Clients in all 
segments of the mining and metals industries select Virtual Metals for 
independent outsourced value and experience without adding to corporate 
overhead. 

The Virtual Metals team 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@virtualmetals.co.uk or call or fax on the numbers above. 
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Jonathan Parkman (Director, Agricommodities)  +44 20 7444 8407
  
Global Commodities Group  
Piet-Hein Ingen Housz (Global Head of Metals)  +31 10 401 67 93
Rotterdam Silvan Doorenspleet +31 10 401 97 83
London Michael Rolfe +44 20 7444 8450
New York Edward Aldrich +1 203 705 57 25
  
Structured Commodity Finance  
Carl Shipman  +44 20 7444 8785
Singapore Ng Chuey Peng +65 65 394 923
Hong Kong Lee Mei +852 28 47 94 20
Shanghai Steven Jin +862 15 049 88 33
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Italy Franco Mora +39 02 57 53 24 61 Italy Francesco Scotto +39 02 57 53 24 64
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Spain (International Sales) Luis Broto +34 91 436 56 52 Brussels/Public Filip Moens +32 2 565 70 40
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United States Francis Grevers +1 212 418 87 14 Antwerpen/Kempen Jef Van Camp +32 2 565 78 48

The Netherlands Bart Solleveld +31 20 535 71 84
Luxembourg Thomas Kraemer +352 42 10 46 00

Germany Reinhold Beisler +49 22 11 61 12 25
Austria Alfred Buder +43 181 10 43 81 58

Katherine Dior (Head) +32 2 565 63 08 Rest of Europe Geert Blancke +32 2 565 16 05
Syndication Tom Thyssens (Head) +32 2 565 86 15 France Muriel Flasse +33 1 55 67 80 84
Origination Corporate Olivier Tasnier (Head) +32 2 565 16 38 Spain Jose Bravo Galisteo +34 91 43 26 767
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Denmark Flemming Warhoi-Rasmussen

+45 32 71 19 09
Sweden Mats Cardemo +46 732 02 08 59

Ludovic Plas (Head) +33 1 55 67 90 56 Greece Marinos Danalatos +30 210 9544 370
Switzerland Patrick Schaerer +41 58 322 09 70

Interest Rate Derivatives +32 2 565 74 70 Turkey Bahar Bezmez +90 212 274 42 80
Bernard Van Gils (Head) +32 2 565 87 61 United Kingdom Tim Kirkham +44 20 73 98 93 53

Forex Derivatives +32 2 565 76 30 Automated Trade and Service Desk
Johann Barchéchath (Head) +32 2 565 12 27 Marc Vidts +32 2 565 71 10

ATS Desk +32 2 565 73 00
Equity Derivatives +32 2 565 78 82 Service Desk +32 2 565 74 90
Fabian de Prey (Head) +32 2 565 91 05 Netherlands Wim Verwaal +31 20 535 72 39

Credit Derivatives Structuring +32 2 565 77 20 Energy & Environmental Markets
Frédéric Monneret (Head) +33 1 55 67 90 58 Philippe Arickx (Head) 
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Paul Gennart +32 2 565 60 45
(Global Head Research & Strategy)

The Netherlands Marc Pauwels (Head) +31 20 527 13 55
Guy Verberne (Head) +31 20 535 73 25
Joost Beaumont +31 20 535 74 31 Benelux
Peter de Bruin +31 20 535 70 38 Michel Aupers (Head) +31 20 527 28 62
Nick Kounis +31 20 535 71 06 Wim Lewi, CFA (Co-ordinator Belgium) +32 2 565 62 61
Aline Schuiling +31 20 535 71 31 Felix Oberdorfer (Co-ordinator The Netherlands) +31 20 527 23 28

Paul Andriessen (Mid & Small Caps) +31 20 527 21 82
Spain Maarten Bakker (Mid & Small Caps) +31 20 527 23 32
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Françoise Bernard (Head) +32 2 565 83 02 Tim Heirwegh (Mid & Small Caps) +32 2 565 87 60
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