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Commodities continue to drag down UK miners

Large UK miners continue to suffer as weak commaodity prices persist, attracting short sellers.
However, PMI data indicates a slowing rate of deterioration in China that may have given hope to

optimism, which lifted stocks in October.

— Post restructuring, Glencore short interest remains at highs after stock soars 70%
— Anglo American short interest at an all-time high
— October rally that lifted miners 20% fading as commodity price momentum stalls

Commodities’ slide

The collapse in commodity prices continues
with the price of zinc falling back down to
five year lows after rising 10%. This was after
the biggest miner of the metal, Glencore, said
it would cut production by a third to support
prices.

There are some positive signs, however, as
PMI data released this week indicates that
weaker demand emanating out of China may
be stabilising. Data shows that the rate of
deterioration in Chinese manufacturing
businesses slowed during October with the
largest increase in PMI data seen in 16
months recorded.

Performance comparison of ETFs:SPY,ISF,XME,XLE
115

105
95 )

ﬁ VN
85 \M\M LUJ

75

e |shares Msci Global Metals & Mining
Producers Etf
65 e |shares Core Ftse 100 Ucits Etf (Dist)
e Sndr S&P 500 Etf Trust

55
Ishares Trust S & P Global

45
10/2014 01/2015 04/2015 07/2015 10/201!
Source: Markit (31 October 2014 = 100)

This coincides with an equity markets rally
seen during October as the SPDR S&P 500
ETF rose 8.2% and the iShares Core FTSE
100 ETF increased by 4.7%. Year to date,
however, miners have dragged down the
performance of the FTSE 100 with the worst
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performing shares year to date being miners:
Glencore, Anglo American and Antofagasta.

Meanwhile in the US, underperformers in the
S&P 500 have largely been led by Energy
names: Consol Energy, Chesapeake Energy
and sector outlier Keurig Green Mountain in
third position.

FTSE 100’s copper counters

Significantly exposed to copper, iron ore, coal
and zinc, Glencore is the worst performing
stock in the FTSE 100 year to date, down
59%. Short interest currently stands at 3.0%
of shares outstanding on loan, the highest
level seen in over two years.
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Even after receding 10% in recent weeks,
Glencore is up 68% from all-time lows after a
wave of optimism lifted shares in late
September and early October. This was post
news of the company restructuring operations
in light of sustained lower prices and debt
burden.
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While Glencore shares are still up
significantly from lows, the wave of optimism
that also greeted other commodity names
seems to have been fleeting.

Anglo American Plc
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Anglo American shares rallied by 22% over
the same period but have since given back
more than half of these gains. Short interest
breached financial crisis levels with 5.0% of
shares outstanding on loan and is currently at
3.9%. Shares are down 52% year to date.

The third worst performer in the FTSE 100

year to date is Chilean based copper
producer Antofagasta, down 30%.

Antofagasta Plc
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With 3.7% of shares outstanding on loan, the
copper miner also rallied over 20%, and then
subsequently receded 10%. The spike was
enough for shorts to cover positions by 10%.

Outside of the FTSE 100, Kazakhstan based
copper miner Kaz Minerals with 6.9% of
shares outstanding on loan also experienced
the September/October rally. The stock is
down 53% year to date.
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Benefiting from Glenore’s cut to zinc
production, comparatively outperforming
larger peers on a year to date basis is
Vedanta Resources with 5.5% of shares
outstanding on loan and down 12% vyear to
date. The stock, however, is down 40% over
the last 12 months.

Vedanta Resources Plc
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*To receive more information on Securities
Finance, Research Signals, Exchange
Traded Products, Dividend Forecasting or
our Short Squeeze model please contact us

To read this article on our commentary
website please click here.
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