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In 2018, the LME traded in excess of 

 

 

 

 

 

 

 

 

 

 

 

This equates to an average daily turnover of 

730k lots 

LME is the leading global exchange in all 

non-ferrous metals 

LME provides market leading pricing of 

futures contracts 

  

 
The LME is the leading global venue for metal 
market participants to manage their price risk 
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New contracts have been added to the initial copper and tin contracts over the 

over the past ~100 years… 
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Each year, the exchange reviews its contracts and looks to launch new products 

to meet the needs of the industry. 
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New products complement LME’s existing offering 

Current contracts 

 (physical) 

New contracts 

 (cash settled) 

1. Aluminium 

Primary aluminium 

NAASAC/Aluminium alloy 

Aluminium premiums 

EU Duty Unpaid Aluminium 

Premium 

US Duty Paid Aluminium 

Premium 

Alumina 

2. Ferrous 

Steel scrap (cash settled) 

Steel rebar (cash settled) 

HRC N America 

HRC FOB China 

3. Minor metals 

Cobalt 

Molybdenum 

Cobalt 

Molybdenum 

Seven new contracts to be launched in Q1 2019 across three product suites 

Current contracts 

 (cash settled) 



LME Ferrous 
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LME Steel Scrap LME Steel Rebar 
LME Steel HRC 

FOB China (Argus) 

LME Steel HRC N. 

America (Platts) 

Status Live since November 2015 Launch on 11 March 2019 

Underlying index 
Platts TSI HMS 1&2 

(80:20) CFR Turkey 

Platts Rebar, FOB 

Turkey Port 

Argus HRC FOB 

Tianjin China 

Platts TSI HRC US 

EXW Indiana 

Initial margin per 

lot (as of Mar-19) 
$360 $360 $370 $510 

Bloomberg ticker JBOA Comdty JBPA Comdty LCYA Comdty HUSA Comdty 

EIKON RIC 0#CSSCF: 0#CSRRF: 0#CMHCF: 0#CLHUF: 

Lot size 10 metric tonnes 10 short tons 

Price quotation USD / metric tonne USD / short ton 

Contract type Cash settled futures 

Contract period Monthly out to 15 months 

Trading venues  LMEselect and Inter-office telephone 

Margining Realised variation margins applied 

Trading and 

clearing fees 

For an exchange contract: $0.10 per lot ($0.01 per metric tonne) 

For a client contract: $0.30 per lot ($0.03 per metric tonne) 

LME steel suite: contract specifications 
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Ferrous value chain can be simplified to two cycles 

Primary cycle Secondary cycle 

Current LME product New 2019 LME product 

With the addition of three regional HRC contracts, LME will cover the key 

components of the ferrous value chain 

Basic Oxygen 

Furnace  

(BOF) 

Iron ore Coking coal 
Scrap (optional 
up to 15-20%)  

Rebar HRC 

Electric Arc 

Furnace  

(EAF) 

Scrap 

Rebar HRC 

Mostly produces flat products  Mostly produces long products  
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Source: LME 

C.8.4 million tonnes of scrap and 1.3 million tonnes of rebar traded since launch 

The existing LME steel contracts continue growing 
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LME Steel Suite – Forward Curves 
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 $2,546 bn   $5,252 bn   $2,142 bn   $95 bn   $3,512 bn   $7,913 bn   $9,672 bn  

 $125 bn   $143 bn   $42 bn   $122 bn   $173 bn   $389 bn   $475 bn  

HRC Rebar Scrap Iron Ore Zinc Copper Aluminium 

Potential HRC Potential Rebar Potential Scrap SGX Iron Ore LME Zinc LME Copper LME Aluminium 

20x 20x 20x 0.8x 51.6x 36.8x 20.3x 

Steel market represents a significant opportunity 
The steel industry is still new to hedging, but its size and extended value chain 

suggest it could support a sizeable market for futures trading 

Physical 

market 

size 

Derivatives 

market 

size 

Existing markets Ferrous opportunity  

Multiple of 

physical 

Sources: Bloomberg, CME, LME, Platts, SGX, WoodMac, WorldSteel 

Notes: physical market sizes based on 2017 consumption figures, excluding rebar and HRC that are based on production data for 2016, multiplied by the 2017 average prices (3mo for 

base metals and front month settlements for steel). Notional values of the derivative markets were calculated by multiplying 2017 annual traded volumes (across all contract types) by 

the same prices used for in the physical market calculations. 
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SGX Iron Ore futures, options and swaps volumes 

The steel industry has recently shown increased awareness and adoption of 

derivatives and risk management 

Ferrous derivatives trading is growing rapidly 

Source: LME, Platts 
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LME Steel Scrap volumes 
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LME Steel Rebar volumes  

10x 

7x 

7x 
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There is an untapped market that is already set up to trade non-ferrous metals 

and can be leveraged across adjacent business lines 

Existing trade clients have exposure to steel 

Steel mills Recyclers 
Service 
centres 

Trade 
houses 

Automotive White goods 
Heavy 
machinery 

And many 
more… 
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Higher awareness of risk management in the steel industry is driving client 

demand for steel derivatives 

Why is this the right time to focus on steel?  

“Big River Steel is able to offer customers long-term fixed prices by locking in profits  
by using futures and hedges.”  

David Stickler, CEO, Big River Steel, Jun 2017 

“The global steel costs have risen substantially and in particular in the US that have reached 
unexplainable levels. Our annual steel contracts and hedging contracts with our base metals give us some 

protection, but do not insulate us from more material trends”  
Marc Bitzer, CEO, Whirlpool, Jul 2018 

“In terms of steel, we have multiple contracts that are phased in over time. So it provides a little bit of a 
smoothing effect, there is not a market big enough to do any hedging and we continue to look at that”  

Bob Shanks, CFO, Ford, Jan 2018 

“The scrap and rebar contracts are well on their way to achieving the critical mass of volume that will 
attract further liquidity. Given the inherent price risk in the steel industry there is immense potential for 

growth amongst industrial clients.”  

David Fleming, Ferrous Derivatives Trader, Gerald Group, Nov 2016 

“We are pleased to see the increased volume and liquidity on the LME rebar and scrap contracts, 
especially in light of the recent price volatility of steel-making raw materials and of finished steel grades.”  

Bill Schmiedel, President, Sims Group, Nov 2016 

“Price risk management is becoming a reality for the steel industry and the LME steel contracts are 
supporting this development.”  

Ugur Dalbeler, CEO, Colakoglu Metalurji, Nov 2016 

Sources: Bloomberg, LME, Platts, Reuters 
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Volatility and widening trading ranges are making hedging a necessity 

Steel price volatility is a major risk factor for firms 

Source: LME, Platts, Argus 

Increased volatility Increased regional divergence in prices 

The LME ferrous suite offers tools to manage risk across the ferrous value chain 
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Turkey: the international hub for steel scrap 

  

Turkey 

scrap 

imports 

One single contract as a global reference 

Ferrous scrap exports in 2017 (million metric tonnes) 

Source: Platts 
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Selected historical scrap monthly average prices, 5-Apr-10 to 24-Aug-18, US$/mt  

HMS 1&2 (80:20) CFR Turkey

HMS 1&2 80:20 CFR East Asia

HMS DDP Jiangsu (China
domestic VAT-incl.)

H2 Tokyo Steel del. Okayama

Turkey CFR scrap prices are highly correlated to key major Asian steel scrap 

markets, both domestic and imports 

LME Steel Scrap, a globally relevant hedging tool 

Correlation 

coefficient w/ 

Turkey CFR 

0.98806 

0.94066 

0.93044 
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Turkey: the a global exporter of steel rebar 

Source: Platts 

Turkey 

Rebar 

exports 

One single contract as a global reference 

Key long steel products imports in 2017 (million metric tonnes) 
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Rebar: FOB Turkey and South East Asia / Japan 

South East Asian and Japanese prices for long steel 
products, Jan 2010 - Aug 2016, US$/mt  Correlations with Platts Rebar FOB Turkey 
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Rebar / Japan domestic (Tokyo Steel) CIF $/t

Jan 2010 - 

Aug 2016  

Jan 2014 -

Aug 2016  

East Asia Import 

Billet 
97% 96% 

East Asia Import 

Slab 
86% 91% 

East Asia Import 

Rebar  
92% 92% 

H- Beams/ East 

Asia Import 
94% 93% 

Rebar / Japan 

domestic (Tokyo 

Steel) 

82% 77% 

Asian mini mills compete 

with Turkish as exporters 

of long steel products 
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Rebar: FOB Turkey and China 

Chinese prices for long steel products, Jan 2010 - Aug 
2016, US$/mt  Correlations with Platts Rebar FOB Turkey 

Jan 2010 - 

Aug 2016  

Jan 2014 -

Aug 2016  

HRB400 Rebar 

Shanghai 
93% 90% 

Wire Rod Q195 

6.5mm / China 

Shanghai 

89% 89% 

Rebar China export 91% 92% 

Wire Rod Mesh 

quality China Export 
88% 91% 

Tangshan Billet 88% 89% 

East Asia Import 

Billet 
97% 96% 

East Asia Import 

Slab 
86% 91% 

Note: please refer to the following section for a more in depth review of the relationship 

between LME Steel Rebar and SHFE Rebar 

$0

$100

$200

$300

$400

$500

$600

$700

$800

Rebar / Turkey export FOB $/t

Rebar HRB400 18-25mm / China domestic Shanghai (excl. 17% vat) $/t

Wire Rod Q195 6.5mm / China domestic Shanghai (excl 17% vat) $/t

Rebar/ China export FOB China $/t

Wire Rod mesh quality / China export FOB Shanghai $/t

Billet / China domestic Tangshan (excl. 17% vat) $/t

Growing exports of billet 

link China to global prices 



22 

Three steel HRC futures covering key markets 

Source: Platts 

US 

domestic 

HRC 

Europe 

domestic 

HRC China 

HRC 

exports 

Regional contracts to serve regional markets for finished products 

Key flat steel products imports in 2017 (million metric tonnes) 
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LME Steel HRC FOB China (Argus) 

Source: Argus 

95.1% 

98.9% 
100% 

95.9% 

95.3% 

X% Export Market Correlation 

93.6% 

Domestic/Import Market Correlation X% 

Highly correlated to HRC regionally  
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Typical Scenarios 

Case 1 

 

You are a steel mill / producer and 

you are selling forward at a fixed 

price.  You are short of physical 

material because you have sold 

before buying. 

 

What are your options? 

1. Do nothing; price of steel scrap 

rises, cost of purchase rises 

2. Buy now and hold the material; 

use up working capital and 

incurring storage expenses 

3. Buy forward a LME Future; hedge 

your exposure at a fraction of the 

cost of holding physical material 

Benefits 

 

1. Lock-in a forward purchase price 

2. Accurate budgeting for raw 

material requirement costs 

3. Increased ability to commit to 

future sales prices 
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Typical Scenarios 

Case 2 

 

You are a trader that normally works 

back-to-back, and you see material 

you like and wish to buy it. 

 

What are your options? 

1. Do nothing; and lose the 

opportunity 

2. Buy the material; and exposed to 

risk of prices moving against you 

3. Buy the material and Sell forward 

a LME Future; hedge your 

exposure while you find a physical 

buyer for the material 

Benefits 

 

1. Hedge physical sales & 

purchases 

2. Pricing flexibility; offer fixed sales 

price 

3. Protect value of physical stock 

against a fall in price 
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Common Hedging Opportunities 

• Cost of raw material (buying price) 

• Sales revenue (selling price) 

• Inventory hedging 

• Time-spread risk (Traders) 

• Financing scheme (e.g. Repo) 

• Pricing flexibility (Fixed-to-Float, Float-to-Fixed) 
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LME Singapore Contacts 

William Fyfe 

Head of Singapore 

William.fyfe@lme.com 

Edric Koh 

Head of Corporate Sales,  

Asia 

Edric.koh@lme.com 

Joe Vu 

Head of Financial Sales, 

Asia 

Joe.vu@lme.com 

Xu Xiao 

Head of Japan 

Xu.xiao@lme.com 



28 

Disclaimer 
© The London Metal Exchange (the “LME”), 2019. The London Metal Exchange logo is a registered trademark of The London Metal Exchange.  

All rights reserved. All information contained within this document (the “Information”) is provided for reference purposes only.  While the LME endeavours to ensure the accuracy, 

reliability and completeness of the Information, neither the LME, nor any of its affiliates makes any warranty or representation, express or implied, or accepts any responsibility or 

liability for, the accuracy, completeness, reliability or suitability of the Information for any particular purpose. The LME accepts no liability whatsoever to any person for any loss or 

damage arising from any inaccuracy or omission in the Information or from any consequence, decision, action or non-action based on or in reliance upon the Information.  All proposed 

products described in this document are subject to contract, which may or may not be entered into, and regulatory approval, which may or may not be given. Some proposals may also 

be subject to consultation and therefore may or may not be implemented or may be implemented in a modified form. Following the conclusion of a consultation, regulatory approval 

may or may not be given to any proposal put forward.  The terms of these proposed products, should they be launched, may differ from the terms described in this document.  

Distribution, redistribution, reproduction, modification or transmission of the Information in whole or in part, in any form or by any means are strictly prohibited without the prior written 

permission of the LME.   

The Information does not, and is not intended to, constitute investment advice, commentary or a recommendation to make any investment decision.  The LME is not acting for any 

person to whom it has provided the Information.  Persons receiving the Information are not clients of the LME and accordingly the LME is not responsible for providing any such 

persons with regulatory or other protections.  All persons in receipt of the Information should obtain independent investment, legal, tax and other relevant advice before making any 

decisions based on the Information. 

LME contracts may only be offered or sold to United States foreign futures and options customers by firms registered with the Commodity Futures Trading Commission (CFTC), or 

firms who are permitted to solicit and accept money from US futures and options customers for trading on the LME pursuant to CFTC rule 30.10. 

“The Platts Steel Rebar FOB Turkey” and “Platts TSI HMS 1/2 80:20 CFR Turkey” assessments (“Platts Assessments”) are products of S&P Global Platts, a Division of S&P Global 

Inc., and has been licensed for use by The London Metal Exchange.  “Platts®” , “S&P Global Platts™” and “TSI®” (the “Platts Marks”) are  trademarks of S&P Global Inc., its affiliates 

and/or its licensors and have been licensed for use by The London Metal Exchange.   LME Steel Scrap and LME Steel Rebar (“ Contracts”) are not sponsored, endorsed, sold or 

promoted by S&P Global Platts or its affiliates or licensors.  S&P Global Platts, its affiliates and licensors make no representation or warranty, express or implied, regarding the 

Contracts or regarding the advisability of investing in securities or commodities generally or the ability of the Platts Assessments to track general market performance or commodity 

price movements, nor do S&P Global Platts, its affiliates and licensors have any liability for any errors or omissions in, or interruptions of, the Platts Assessments or the 

Contracts.  S&P Global Platts’, its affiliates’ and licensors’ only relationship to The London Metal Exchange with respect to the Platts Assessments is the licensing of the Platts 

Assessments and of certain trademarks, service marks and/or trade names of S&P Global Platts, and/or its affiliates or licensors.  The Platts Assessments are determined, composed 

and calculated by S&P Global Platts without regard to The London Metal Exchange or the Contracts.  S&P Global Platts, its affiliates and licensors have no obligation to take the 

needs of The London Metal Exchange or any clients or users of the Contracts into consideration in determining, composing or calculating the Platts Assessment.  S&P Global Platts, 

its affiliates and licensors have no obligation or liability in connection with the creation, development, preparation, marketing, sale and/or trading of the Contracts.  

S&P GLOBAL PLATTS, ITS AFFILIATES AND LICENSORS DO NOT GUARANTEE THE ADEQUACY, ACCURACY, TIMELINESS OR COMPLETENESS OF THE PLATTS 

ASSESSMENT OR ANY DATA INCLUDED THEREIN OR ANY COMMUNICATIONS, INCLUDING BUT NOT LIMITED TO, ORAL OR WRITTEN COMMUNICATIONS (INCLUDING 

ELECTRONIC COMMUNICATIONS) WITH RESPECT THERETO.  S&P GLOBAL PLATTS, ITS AFFILIATES AND LICENSORS SHALL NOT BE SUBJECT TO ANY DAMAGES OR 

LIABILITY FOR ANY ERRORS, OMISSIONS OR DELAYS THEREIN. S&P GLOBAL PLATTS, ITS AFFILIATES AND LICENSORS MAKE NO EXPRESS OR IMPLIED 

WARRANTIES, AND EXPRESSLY DISCLAIM ALL WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE OR AS TO RESULTS TO BE 

OBTAINED BY THE LICENSEE, CLIENTS OR USERS OF THE CONTRACT, OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE PLATTS ASSESSMENT OR 

CONTRACT OR WITH RESPECT TO THE PLATTS MARKS, THE PLATTS ASSESSMENT OR ANY DATA INCLUDED THEREIN. WITHOUT LIMITING ANY OF THE FOREGOING, 

IN NO EVENT WHATSOEVER SHALL S&P GLOBAL PLATTS, ITS AFFILIATES AND/OR ITS THIRD PARTY LICENSORS BE LIABLE FOR ANY INDIRECT, SPECIAL, 

INCIDENTAL, PUNITIVE OR CONSEQUENTIAL DAMAGES, INCLUDING BUT NOT LIMITED TO, LOSS OF PROFITS, TRADING LOSSES, LOST TIME OR GOODWILL, EVEN IF 

THEY HAVE BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES, WHETHER IN CONTRACT, TORT, STRICT LIABILITY OR OTHERWISE.” 


