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Copper price closed today in the London Metal Exchange (LME) increasing by 0.8% with respect to last Friday, 
reaching a value of US 159.120 cents per pound (¢/lb.). Price hit a new maximum high of 160.118 ¢/lb. not seen 
since 5 January 1989 (160.5 ¢/lb.). High copper quotations (and volatility) continue to respond to high market 
shortage conditions.  

Red metal shortage is manifested in the present level of stocks in metal exchanges totaling today 84 thousand 
MT. Even though this figure is slightly above to last week closure –due to copper entrance to the Shanghai 
Futures Exchange (SHFE)– stocks remain below the minimum observed in the cycle of the later 80’s in the 
LME. This stocks fall could not be resisted by the strong increase in the backwardation that averaged  9.6 ¢/lb. 
in the LME; this situation should remain due to high level of cancelled warrants in that metal exchange.  

Besides, the Tintaya mine in Peru remains close since the 24 of May because of violent actions against the 
company plus the stoppage of contractors of Escondida (Chile), and peasant manifestations against Antamina 
(Peru) are elements that affected short-term copper output expectations. As indicated last week, even though 
all the above effects in production can be low, these are elements that empower the present strong shortage, 
they cause investors to be nervous, and to generate high prices volatility. In effect, the analysis of transactions 
in the LME and COMEX shows that investors quickly changed towards a more optimistic prices outlook.  

According to figures of the International Copper Study Group (ICSG), copper demand fell by 5.5% in the first 
quarter of 2005. Most of copper consuming countries reduced their demand, specially in U.S.A.  
(-11%), Japan (-13%), the European Union (-15%), but increasing in China (+6.4%). The ICSG informed that in 
that period there was a refined shortage of 59 thousand MT –compared with a 452 thousand MT deficit in equal 
period of  2004– and that refined copper output grew by 4.1%. Cochilco estimates that there is also a 
destocking component in these figures. 

The metals price index of the London Metal Exchange fell by 3.1% with respect to last Friday explained by 
drops in every base metals excepting copper, being the largest falls in nickel, aluminum, and zinc. Finally, 
precious metals closed the week falling with respect to last Friday, gold in 422.75 US$/ounce (London Initial) 
and silver in  7.24 US$/ounce (London spot). 

At present, solid fundamentals of the copper market reflected in stocks shortage are the main factor that 
explains high prices. Due to the above, the continued dollar appreciation has not have the usual moderator 
effect on high prices. Copper price evolution in the coming week will depend on the evolution of the Tintaya 
mine situation and also on economic information (industrial activity, inflation, retail sales, construction and  the 
Beige Book of the Federal Reserve) in the US. From a technical point of view, copper price could maintain the 
present range and it could increase, but profits taking in the present levels could not be rejected. 

 

 

 

 

 

 



 
 
 
 
 

 

Stocks in Metal Exchanges (Thousand MT)
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Stocks in Metal exchanges : Remain below  
85 thousand MT  

Total inventories in metal exchanges reached 
today 84 thousand MT, growing 2.7 thousand 
MT (+3.3%) with respect to last Friday, 
accumulating an annual drop of 32.3% (40.2 
thousand MT), up to the date. 

This week’s stocks increase is explained by 
rises of 8,281 MT (+41.7%) in the Shangai 
Futures Exchange (SHFE), partially balanced 
by falls of 3,650 MT (-8.6%) in the LME, and 
1,911MT (-9.9%) in the COMEX. 

The above means that copper stocks in the 
LME ended today in 38.6 thousand MT, in 
Comex in 17.3 thousand MT, and in the SHFE 
in 28.1 thousand metric tons. 

Cancelled warrants in the LME totaled today 12.6 thousand MT, 
equivalent to 33% of its total inventories. 66% of the cancellations 
are located in the US and the rest in Europe. 

  

 

Metal Exchanges: Increase in Backwardation and long 
positions  

Average price in the LME grew by 5.6% this week, explained by 
the continued entrance of agents with price increase expectations  
(“new longs”). 

Copper prices temporary structure in the 
LME continues to be in backwardation (spot 
settlement price higher than futures price), 
being very similar to last Friday (see chart). 
With respect to three months 
backwardation, it averaged 9.58 ¢/lb. 
growing by 9.5% regarding to the previous 
week (8.75 ¢/lb.). 

Future contracts of total open interests in 
the LME grew by 5.9% last Wednesday with 
respect to the previous Friday, totaling 198.4 
thousand contracts (4.96 million MT). Three 
months contracts traded volume, 
accumulated between Monday and 
Thursday, reached 332.1 thousand 
contracts (8.3 million MT), and its daily average grew by 9.7% with respect to the week before. 

Open interests in options in the LME grew by 12.8%, closing yesterday in 134.7 thousand units (3.37 million 
MT), focusing mainly in PUT options (61%), whereas traded volume between Monday and Thursday reached 
57.1 thousand units (1.43 million MT), mainly in PUT options (59% of the total), falling by 20.1% the daily traded 
volume with respect to the week before. 

 

 

 

Copper Prices Forward Curve
(Evening Evaluation ; ¢/lb.)

110

120

130

140

150

160

0 5 10 15 20 25

30-12-2004 03-06-2005 09-06-2005

Month

LME Stocks Weekly Variation 

Location MTTM 

Asia 
United States 
Baltimore 
California 
New Orleans  
Europe 
Spain 
The Netherlands 
Italy 

- 
-675 

+1,150 
-675 

-1,150 
-2,975 
-1,950 
-775 

-250 
Total -3,650 
 



 
 
 
 
 

 
 

According to the last available information of the Comex –week of 31 May– investors maintained their open 
interests with respect to the previous week, reaching 36.5 thousand contracts (414 thousand MT). In the same 
period, long positions grew by 15.3%, and short positions fell by 19%, causing that the net position to remain 
long but increasing to 10.1 thousand contracts (+156,8%). Finally, spreading operations –to take advantage of 
price differentials at different terms– fell to 33% of the total non-commercial positions of the COMEX, and also 
decreased in amount with respect to the previous week. 

 

Technical Analysis: will price maintains its “force”?  

Weekly average price grew from 149.720 ¢/lb. 
to 158.023 ¢/lb., decreasing its volatility with 
respect to the previous period. This week, prices 
surpassed its annual maximum high, possibility 
that was indicated in our previous report  (see 
chart). 

Short-term technical indicators are somehow 
“overbought”, and those trend indicators 
continue “recovering”, indicating that from a 
technical point of view copper prices could 
maintain the present range or continue 
increasing. But at this levels they could also fall 
due to profits taking caused by new information. 
It is possible that next week prices –due to the 
strong shortage– price could reach or even 
surpass the annual maximum high range of 162-
168 ¢/lb., whereas in front of a fall, a possible support will correspond to 10 days moving average (at present in 
153.1 ¢/lb.). 

The US dollar has continue strengthening but without depressing copper price because this is determined due 
to its physical shortage. Due to the above, the American currency maintains its potential influence insofar it 
loose value, and its trend could be influenced by figures of industrial activity, inflation, retail sales, construction 
and the presentation of the Beige Book of the Federal Reserve of the United States. As usual, these figures and 
information could affect copper price insofar as they are differ from market agents expectations.  

 

Daily Copper Prices  (¢/lb. - LME) 
Day  
6 May 158.757 

7 May 160.118 

8 June  156.127 

9 June  155.990 

10 June  159.120 

 
Monthly Copper Average 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 74.765 123.989 147.377 
June 76.498 121.867 155.401

 (1)
 

Annual average 80.734 130.106  149.735  (1) 
(1) Average as of  10 June 2005. 

Please relay this information indicating its source . 

LME Copper Spot Settlement Price (¢/lb.)
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Also available at http://www.cochilco.cl 


