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Macro 

Market Summary： 

Iron ore consolidation, be aware of reversal at high level.  

Ferrous Sector Money-flow: 

China ferrous futures sector saw significant open interest evaporation on Monday. Iron ore open position has confirmed the periodic high in may 29th. That is 
to say, the return to the bull needs new buyers. The current market are majorly dominated by short-run money.  

Downstream and Cement 

China cement market inventory/ inventory capacity ratio up 3.92% w-o-w, indicating cement inventories are building up. Cement prices start to fall from the 
start of June. Cement consumption down indicated the construction on rebar potentially passed the peak of the year.  

China central bank keep interest rate unchanged on Monday, previously forecast interest cut during this week. The liquidity released is smaller than matured. 
Approaching the end of H1, the market is concerning liquidity tight by mid-year.  

China southern floods may cause some landslide and impact the construction activities. Typhoon also landed over weekends in Guangdong and Guangxi prov-
inces. Eastern and western provinces are all covered by rainy weather. The light season of industrial activities potentially come because of  the rains.  

Steel Sector： 

China construction steel daily trading volume moving average drop to 200,000 from 260,000 by the beginning of June. Five typical steel apparent consumption 
also dropped from 12 million tonnes per week to 11.25 million tonnes last week. The steel demand witnessed a high and now entered a decreasing phase 
seasonally.  

Rebar basis (Difference of physical - futures) stayed in 0-50 yuan, low level according to historical numbers. Normally the narrow basis is coming with a big 
correction on rebar futures observed in the past 5 years. However the risk is rebar basis might keep in narrow range for few months.  

Iron Ore: 
The daily evacuation at 3.05 million tonnes would calculated to 21.35 million tonnes per week. The previous week port arrivals at 20.91 million tonnes. In 
addition, Australian delivery is decreased because of port overhaul in short-run, which may reflect on arrivals data in coming weeks. The next few weeks port 
inventories expected tight.   

Both blast furnace utilisation rate and pig iron daily production has climbed to five year high. The may crude steel production and pig iron production also 
support iron ore usage at very high level.  

On the valuation side, SHFE rebar/ DCE iron ore ratio reached 4.6 currently, which is five-year low. This ratio potentially widened as some might long this ratio 
as an alternative choice to long steel margin.   
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Steel 

 Five major steel inventories are decreasing faster since production pick up is slower than resilient apparent consump-

tion. However national rainy season in China is lasting through June and early July.  

 The blast furnace operating rate reached the peak and flat from last week. Utilisation rate is growing slower.  
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 Brazil iron ore shipments are picking up first two weeks of June. However it will take 35 days more to reflect on ports.   

 Iron ore port inventory start to move slower since port demand and supply look balanced at the beginning of June.   

Iron Ore 
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Coking Coal 

 Coking coal port inventories reached the same level of same period last year.  


