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Copper price closed today in the London Metal Exchange (LME) increasing by 2.2% with respect to last Friday, 
reaching a value of US$148.053 cents per pound (¢/lb.). An important advance in copper prices took place starting  
last Tuesday and has remained around 147-148 ¢/lb.  

Price was determined mainly due to physical shortage of copper reflected in the decrease of copper stocks in metal 
exchanges that reached to levels not seen since 1990. The influence of financial factors –especially the US dollar– 
that had predominated in the last weeks, was a secondary issue this time.  

Copper physical shortage was reflected in the drop of total stocks in metal exchange, which again accounted to less 
than 100 thousand MT from last Tuesday, together with a strong increase in cancelled warrants  in the LME that 
anticipate future stock drops. On the other hand, the rise in the backwardation (weekly average higher than 7 ¢/lb.) 
confirms inventories trend.   

Within this context of shortage, two news related to lower production strongly influenced the market. On one hand, 
BHP-Billiton reported production in Tintaya (Peru) was suspended due to violent manifestations, whereas 
Electroandina, power generating company, warned that mining companies in northern Chile could face power 
shortage situations.  

News regarding demand indicates that China maintains its dynamism with premiums to increasing cathodes (at 
present ranging between 115 and 125 US$/MT). Cathodes in the US have fell (currently at 135 US$/MT) and in 
Europe they have slightly grow but from low levels (from 40 to 60 US$/MT). In China, the high backwardation in the 
Shanghai Futures Exchange (SHFE) –it averaged 8.6 ¢/lb. this week– and the spot settlement price with respect to 
the LME confirm greater dynamism and shortage in that market.  

Notwithstanding the above mentioned dynamism, Chinese copper foreign trade statistics show a 17.7% drop in 
cathodes net imports between January and April 2005. with respect to equal period of 2004. However, Cochilco does 
not consider that this figure is indicating changes in the trend of the main copper demanding country, as it should be 
remember that the 2004 comparing basis is high (imports increased by 48% in those months), and it has been more 
than balanced up to the date due to the growth in refined copper imports -concentrates (+60.4%) and scrap  
(+32.9%), which increases total copper import by  31.4%. 

The US dollar remained in second place during this week, representing an interesting indicator of the strength of the 
copper market  as it was not affected by the American currency. The dollar grew by  0.2% until yesterday Thursday 
with respect to the euro (closed at 1.2534 US$/€), and the  greatest influences were the review to the uptrend of the 
first quarter GDP (from 3.1% to 3.5%) and the 1.9% rise in durable goods orders during April, figure higher than 
expected. 
 
The metals price index of the London Metal Exchange grew by 2.9% with respect to last Friday due to increases 
in the price of copper, zinc, and nickel. On the other hand, molybdenum the second Chilean exports,  has 
continue hitting maximum highs during this week, accounting 37 US$/lb. (molybdenum oxide, Europe). 

Summarizing, copper market maintains solid fundamentals mainly due to Chinese dynamism and stocks shortage- 
that explain high level of prices and the strong influence of news of an eventual lower production. However, the dollar 
path maintains its potential influence in the short-term –mainly in the uptrend . The evolution of the US currency will 
depend on news regarding future activity indexes in the US (PMI, ISM, factory orders), and on employment figures, 
and also on the results of the European Constitution Referendum in France that could affect the euro quotation and 
consequently, the relation with other currencies 
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Stocks in Metal Exchanges: Fall below 100 thousand MT  

Total inventories in metal exchanges reached 
today 93.8 thousand MT, falling 8.1 thousand 
MT (-8.0%) with respect to last Friday, 
accumulating an annual drop of 24.5% (30.5 
thousand MT), up to the date. 

This week’s stocks decrease is explained by  
falls of 7,275 MT (-14.0%)  in the LME and 
2,246 in the COMEX (-9.8%), which were 
partially balanced by an increase of 1,392 MT 
(+5.2%) in the Shangai Futures Exchange 
(SHFE).  

The above means that copper stocks in the LME 
ended today in 44.6 thousand MT, in Comex in 
20.8 thousand MT, and in the SHFE in 28.4 
thousand metric tons. 

Cancelled warrants in the LME totaled today 13 thousand MT, 
equivalent to 29% of its total inventories. 59% of the cancellations 
are located in the US and the rest in Europe. 

 

 

Metal Exchanges : Substantial backwardation increase 

Average price grew by 2.1% this week, explained by the entrance of 
agents with price increase expectatives (“new longs”). 

Copper prices temporary structure in the LME continues to be in the 
condition of backwardation (spot settlement price higher than futures 

price), increasing in nearest month compared to last 
week (see chart). With respect to three months 
backwardation, it averaged 7.82 ¢/lb. growing by 
29.4% regarding to the previous week (6.04 ¢/lb.). 

Future contracts of total open interests in the LME 
grew by 0.3% last Wednesday with respect to the 
previous Friday, totaling 179.3 thousand contracts 
(4.48 million MT). Three months contracts traded 
volume, accumulated between Monday and 
Thursday, reached 216.6 thousand contracts (5.4 
million MT), and its daily average fell by 29.4% with 
respect to the week before.  

Open interests in options in the LME grew by 7.2%, 
closing yesterday in 128.8 thousand units (3.2 
million MT), focusing mainly in put options (59%), 
whereas traded volume between Monday and Thursday reached 26.7 thousand units (667.5 thousand MT), 
mainly in put options (61% of the total), thus falling the daily traded volume by 20% with respect to the week 
before. 

According to the last available information of the Comex –week of 17 May– investors decreased by 17.7% their 
open interests with respect to the previous week, reaching 38.1 thousand contracts (432.1 thousand MT). In the 
same period, long positions fell by 34.6%, and short positions grew by 19.9%, causing that the net position to 
remain long but falling to 3.7 thousand contracts (-79.2%). Finally, spreading operations –to take advantage of 
price differentials at different terms– were equivalent to 34% of the total non-commercial positions of the 
COMEX, but decreasing with respect to the previous week. 

Copper Prices Forward Curve 
(Evening Evaluation ; ¢/lb.)
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Technical Analysis: prices only consolidating the present range? 

Weekly average price grew from 143.594 ¢/lb. 
to 146.601 ¢/lb., and increasing its volatility level 
of last week. This week, prices consolidated the 
range of our previous report given by the 200 
and 100 days moving averages  (see chart). 

Short-term technical indicators are between a 
“neutral” and an “overbought” sector, and those 
trend indicators show a weak “recovery”, 
indicating that from a technical point of view 
there are possibilities that a weekly average 
price recover will continue within the range 
given by the 200 and 100 days moving 
averages of an increase in the weekly average 
price (143.1 ¢/lb. and 149.4 ¢/lb., respectively). 

The US dollar is highly influencing copper price 
–this time in the uptrend– and it would be 
determined by the following figures to be relayed in the US: May PMI and ISM indexes, April factory orders, 
May unemployment rate and nonfarm payrolls. These indicators could affect copper price if market agents 
expectations turn aside.  

Finally, Monday is holiday in London and the US.  

 

Daily Copper Prices  (¢/lb. - LME) 
Day  

23 May 143.562 

24 May 147.372 

25 May  147.327 

26 May  146.692 

27 May  148.053 

 
Average Copper Monthly Prices (¢/lb. - LME) 

Month 2003 2004  2005 
January 74.737 109.931 143.789 

February 76.376 125.170 147.585 
March 75.250 136.473 153.296 
April 72.007 133.752 153.971 
May 74.765 123.989 147.461 (1) 

Annual average 80.734 130.106  149.325  (1) 
(1) Average as of 27 May 2005. 
Please relay this information indicating its source.  
Also available at  http://www.cochilco.cl 

 

LME Copper Spot Settlement Price (¢/lb.)
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