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Macro 

Market Summary： 

Iron ore consolidation in high level.   

Ferrous Sector Money-flow: 

Iron ore finished wave 4 correction and rebounded, however technically need to see a breakthrough on 645.0 level to confirm market returning to bull. Iron 
ore aggregated open interest drop from May 29th 1.15 million lots to 939,000 lots on last Friday. However market absorbed money in ferrous sector again by 
Monday and Tuesday.  

Macro and Downstream 

China equity market rebounded by over 3%, however this time the link between equity and ferrous is disconnected, indicating ferrous will move back to its 
own fundamentals after a several weeks speculation. One-year loan prime rate unchanged at 3.85%, unchanged to consecutive three months, earlier expected 
this rate decrease.  

China will renew 39,000 old residential communities including 7 million families. This construction mission will last through this year and next 5 years.  

Steel Sector： 

The rainy weather is approaching an end nationally before the end of July, however flood warning is still threatening mid-China areas, which caused many 
closures on the port and some road transportation on steels. Some traders believed that the stocking is also approaching an end because buying steels are 
always earlier than using steels. The resuming on downstream work is not a sign of steel buying unless users are running out of sources.  

The current physical steel price is also with a discount to SHFE rebar price, which normally happens with a correction on both and indicate an overvalue on 
future prices.  Daily average construction steel trading at 203,720 tonnes, down 17.8% w-o-w. Steel currently can hardly see any motivator.  

Iron Ore and other Ferrous Products: 
Brazil Minas Gerais state court declared null on previous decision requiring Vale to present 7.9 billion reais to ensure fine of assets as part of suit. Once trig-
gered a correction of iron ore. In addition,  Vale claimed annual iron ore fine production target unchanged. Pellets production down 5 million tonnes due to 
slower global demand. BHP also announced unchanged on annual production target.  Earlier this week, many institutions think iron ore prices are can not hold 
through H2 after a supply spur in late Q3 and Q4.  

China domestic coke started the third round of correction, and total down 150 yuan over current two weeks. Shanxi Coals lowered prices because drivers are 
reluctant to transport coals in heavy rains.  However South32 reported metallurgical coal production for fourth quarter production 1.52 million tonnes, lower 
than estimated 1.65 million tonnes. Scrap arrivals picked up and expected a reversal from roof area to a correction, when Shanghai 8mm heavy scrap has 
returned to the high of the year at 2670 yuan. Scrap arrivals in China also saw  a climbing indicate the busiest season is gone.  

Iron ore major mid-grade brands are traded much less past few days, port rmb trades were active at the same time. Rebar profit correct below 200 yuan area, 
a three year low. Tangshan closed massive sintering machines during this week, which could limit down iron ore usage. The iron ore arrivals increased 2.11 
million tonnes, however evacuation might become slight lower. Thus iron ore port stocks are expected to increase this week. Iron ore port stock rebounded 
4% from the low saw in mid-June. Daily pig iron at 2.48 million tonnes are still sitting in seasonally or yearly high level. The consumption drop will need to see a 
significant drop on daily pig iron consumption. Otherwise demand is still resilient.  

Ferrous Weekly Comment 
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Steel 

 Five major steel inventories gradually picked up as marginal apparent consumption become weaker.  

 The blast furnace operating rate reached the peak and daily pig iron production reached a theoretical top at 2.47—2.48 

million tonnes.  
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 Iron ore port inventory start to pick up as  evacuation is becoming smaller than port arrivals.  

Iron Ore 
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Coking Coal 

 Coking coal port inventories start to pick up and still tight since import quotas are restricted for Australian sources.  


