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Commer zbank | nternational
Is striking gold in the east

Precious metals trading forms a large part of the firm's business

emand for precious metals is

rising following a volatile dec-

ade that has seen international

trading houses and banks shut
their metals operations due to poor busi-
ness. Commerzbank, however, support-
ed its metals business through good
times and bad.

The precious metals division has de-
veloped over the years to become an im-
portant department of the second-larg-
est bank in Germany.

Along with corporate banking, met-
als are the second-largest activity of
Commerzbank International, a wholly
owned subsidiary based in Luxembourg.
Private banking accounts for the lion's
share of its business, which also in-
cludes treasury and securities functions.

The private bank excels in its cus-
tomer commitment. Clients with small to
mid-sized assets are treated to service
almost equivalent to the individual treat-
ment lavished on those with larger hold-
ings.

Commerzbank International offers
open architecture allowing its asset
managers to design tailored products for
clients.

“Advisers are free to choose the best
products they can find in the general
market,” Commerzbank International
managing director Cornelius Obert said.

“We carefully listen to customers’
needs to fulfil their individual require-
ments.”

Private and corporate clients appre-
ciate the advantages of a Luxembourg
location. Benefits extend beyond the
appeal of low tax rates. Reliability of tax
rulings is even more critical. Luxem-
bourg is particularly attractive for non-
European holding companies because it
is a multilingual country.

Few institutions can rival Commerz-
bank’s competence and breadth in pre-
cious metals.

Jean Peter Kanstein, director of pre-
cious metals, said: “We run on a 24-hour
shift, with desks in New York and Singa-
pore. We are the only bank in the world
with the full product range, from mining
through small bars.”

Commerzbank International’s Comelius Obert (left) and Jean Peter
Kanstein see the precious metals business expanding in the Asia-Pacific.

His department runs the whole range
of gold trading instruments: spot trading,
forwards, swap loans and structured
transactions. It also serves local banks,
which keep their accounts and deposits
in physical gold there.

The industry consists of relatively
few players, most of whom have devel-
oped specialised knowledge over time.
Trustis earned over many years through
reliable and honest service.

“The traders are like a big family.
Everybody knows each other,” Mr Kan-
stein said.

It can be challenging to deliver the
right quantities of physical gold on time
and to the right place. Futures are easy
to transact but it takes experience to
send a tonne of gold to central Russia or
China. Complex back-office functions
that cannot be automated also require
expertise in handling.

Commerzbank obtains its material
from a collection of mines in North
America, South America, Common-
wealth of Independent States countries
and Africa. Itis also a substantial share-
holder in Swiss refiner Argo-Hereaus.

These well-known refiners produce
gold bars that are accepted by the Lon-
don Bullion Market Association (LBMA).
This association sets the standards for
gold and silver trading worldwide. Any
gold bar stamped with a mark from an
LBMA accepted smelter is as good as
cash and can be negotiated anywhere.

At the next stage, the gold is deliv-
ered to banks primarily in countries that
produce jewellery such as ltaly, India,
Turkey, Dubai, Hong Kong and the main-
land. Those banks then deliver the bars
to the jewellery manufacturers.

Commerzbank has been active in
China on a daily basis for the past two
years. Although it had sourced and
stored precious metals previously in
Hong Kong, direct trading of physical
gold in China really took off after the
Shanghai exchange opened in 2002.

Since then, the German bank has
been forging relationships with Chinese
banks and corporations. While its Singa-
pore office services the Chinese market,
branches and representative offices of
the parent bank in Beijing, Shanghai and
Hong Kong are helping to build contacts.
It recently sponsored the Gold Fields
Mineral Services conference in Beijing.

The task is to translate the enormous
potential into a sustainable business re-
lationship.

Mr Obert said: “We do not want to
just sell material to China but systemati-
cally develop long-lasting relation-
ships,” He described his bank as a long-
term player. “We don't want to be one of
those players who constantly move in
and out of a market.”

The bank envisages growing oppor-
tunities in Asia for gold and platinum.

Mr Obert and Mr Kanstein said future
expansion would be in the east.
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