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Virus challenges commodity markets
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Commodities

Virus challenges commodity markets
 The coronavirus had a downward effect on most 

commodity prices. Since 20 January – the date of 

confirmation of human-to-human transmission –

prices of energy and industrial metals have fallen 

significantly.

 The outbreak has grown exponentially since, and 

is expected to impact the global economy 

dramatically during Q1. Data coming out over the 

next few weeks on the state of the Chinese 

economy will turn out to be decisive for 

commodity price trends.

 Most output ‘lost’ in Q1 will be made up later. In 

addition, likely stimulus measures will support a 

recovery in growth. 

 The macro climate will eventually turn for the 

better again. A rebound in confidence and 

modest dollar weakness by the end of 2020 will 

be supportive for cyclical commodity prices. 

 Nevertheless, downside risks will remain high, 

including from a further spreading of the 

coronavirus, re-escalation of the trade war and a 

weakening in corporate investments. 

Price trend commodity classes over past three months (Thomson Reuters Index)

Casper Burgering

Industrial Metals & Agricultural Commodities
casper.burgering@nl.abnamro.com
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Not in graph 'GAS: TTF and HH':

- TTF historic: -46%

- HH historic: -32%

- TTF end Q1-20: +145%

- HH end Q1-20: +82%



Energy – Oil / Gas
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 Brent oil prices dropped as demand growth fears 

come on top of the already oversupplied market. 

The Brent oil price declined from USD 68/bbl on 

6 January, to USD 53.50/bbl on 10 February. The 

Brent/WTI spread remained roughly USD 5/bbl.

 According to the International Energy Agency, 

global oil demand contracted during the first 

quarter of the year (-435kb/d). As a result, it 

adjusted its demand growth forecast to 825kb/d (-

365kb/d vs earlier projections).

 Markets anticipate an emergency production cut 

by OPEC and its partners (led by Russia). 

However, despite the recommendation of the 

technical committee (-600kb/p), Russia still 

hasn’t made a decision yet. The next official 

OPEC meeting is scheduled for 5-6 March. We 

wouldn’t be surprised if Russia prefers to wait 

until then to make a better estimation about the 

real impact of the coronavirus on global demand 

and the outlook for the coming months. 

 We have kept our oil price forecasts unchanged 

with prices expected to trade within small trading 

ranges (Brent USD 50-60/bbl).

 Natural gas prices have dropped significantly. 

High inventories and mild weather pushed prices 

to the lowest point since March 2016. Lower 

Asian LNG demand may keep prices suppressed 

even somewhat longer.

Commodities

Lower demand and supply glut keeps oil prices suppressed
Hans van Cleef

Energy Economist
hans.van.cleef@nl.abnamro.com

ABN AMRO forecast price trend until 2021 (index)
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Precious Metals – Gold / Silver / Platinum / Palladium
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Commodities

Coronavirus negative for precious metal prices
Georgette Boele

Precious Metals & Diamond Analyst
georgette.boele@nl.abnamro.com

ABN AMRO forecast price trend until 2021 (index)

 Dramatically weak economic growth in Q1 in 

China should be negative for precious metal 

prices because of lower demand. 

 Weaker economic growth in China, the US, the 

eurozone and Japan in the near-term will also 

depress industrial demand for silver, platinum 

and palladium. We expect lower jewellery 

demand for gold, silver and platinum and this will 

weigh on prices. 

 The Hubei region is important for Chinese car 

production. In Q1 Chinese car production will 

probably be significantly lower. This will ease 

some of the near-term supply shortages in the 

palladium market and should weigh on palladium 

prices.

 Investors could buy gold and to a lesser extent 

silver for safe haven and this will dampen the 

downside in gold and silver prices in the near-

term.

 Long gold, silver and platinum remains a 

crowded trade and we continue expect a wash-

out of net-long positions.

 We expect economic growth in Q2 and Q3 to be 

stronger, while news about Chinese fiscal 

stimulus and a possible vaccine will support 

precious metals later in the year as well as a 

moderately weaker US dollar.

 We have made some adjustments in forecasts
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1,500     2,334      2,100     2,000     1,900     1,800     

1,100     959

17.61      16.50     16.50     17.25     18.00     

964         900        900        1,000     
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18.50     19.00     19.50     20.00     
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1,968    1,700     1,600     1,500     
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 Optimism was buoyant in base metals markets in 

the first two weeks of 2020. All base metals 

prices increased in that period. This was mainly 

due to the signing of the trade agreement 

between the US and China on 15 January. 

However, optimism in the base metals market 

evaporated quickly after 15 January. A more 

thorough analysis on the content of the signed 

agreement produced few direct impulses for the 

demand for metals. As a result, prices started to 

weaken again

 After 15 January, the coronavirus caused a shock 

in sentiment. Base metals prices tumbled. The 

copper price even fell fourteen days in a row. 

This has never happened since the start of the 

price series from the 1950s onward. 

 In the short term, the direction of base metal 

prices will be dominated by the coronavirus, the 

positioning of investors and the direction of the 

dollar. A positive turn in macro sentiment will be 

triggered by a containment of the coronavirus 

epidemic. 

 For 2020, global economic growth will be softer. 

The first quarter will be weak, but the second and 

third quarter will be stronger. We also expect the 

Chinese economy to soften, with especially softer 

economic growth data for the first quarter. This 

will weigh on base metals prices further.

Commodities

Chinese economic data will dominate base metals markets
Casper Burgering

Industrial Metals Economist
casper.burgering@nl.abnamro.com

ABN AMRO forecast price trend until 2021 (index)

Base Metals – Aluminium / Copper / Nickel / Zinc
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2,300     2,141      2,162     2,205     2,219     
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    2,498 

     7,089 
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     2,375      2,444      2,450 

6,252    
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Ferrous Metals – Steel (HRC) / Iron Ore / Coking Coal

Sources: Thomson Reuters Datastream, ABN AMRO Group Economics
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 The coronavirus has led to widespread unrest 

amongst steel mills and end users. Economic 

activity in China slowed and steel mills witnessed 

weaker end user demand. Steel mills still operate 

at high levels and inventories are pilling up. 

 In other major steel producing countries, 

preliminary data are also suggesting short-term 

bearishness over steel market activity. Due to the 

increased connectivity of global supply chains in 

recent years, disruption in supply and transport of 

raw materials is beginning to have an impact on 

business activity in countries outside China. This 

means that steel prices in the US and Europe will 

remain weak.

 Buyers in the US are cautious due to 

expectations that HRC prices will soften further, 

which is cutting into the order books of US steel 

mills. In Europe, market conditions have 

improved somewhat with the new safeguard 

measures, which have decreased import 

competition. But still, steel prices are expected to 

remain weak during the first half of 2020 on 

weakening end user demand. 

 Iron ore prices have taken a hit due to the 

coronavirus and worsening market sentiment. 

Coking coal prices also softened, but this was 

mainly due to ample coal supply. Steel mill 

margins improved and this could trigger renewed 

buying interest by steel mills, especially while 

prices are relatively low.

Commodities

Weak steel market sentiment
Casper Burgering

Industrial Metals Economist
casper.burgering@nl.abnamro.com

ABN AMRO forecast price trend until 2021 (index)
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Agri – Wheat / Corn / Soybeans / Sugar / Cocoa / Coffee

Sources: Thomson Reuters Datastream, ABN AMRO Group Economics
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 Demand for wheat will increase by 2% this 

season, with the strongest growth in feed 

demand. Output will, however, grow by 4%. This 

keeps global markets sufficiently supplied and 

prices pressured.

 This season large corn harvests are expected in 

Brazil and Argentina. On the other hand, we think 

demand will show only modest gains. However, 

on balance a deficit is expected, which keeps 

prices buoyed.

 Demand for soybeans has been hit by worries 

over African Swine Fever, the coronavirus and 

delayed purchases by China of US beans. 

Overall a deficit is expected. This will keep prices 

elevated.

 Poor sugar crops in Thailand and India have 

slashed global output. As a result, deficit 

forecasts have widened and buoyed prices. 

Supply will decrease by 3% this season, while 

demand is set to grow by 1%.

 Availability of cocoa will come under pressure 

this season, with dry weather conditions in the 

Ivory Coast. Grinding numbers are sluggish in 

EU and North America, but strong in Asia. All-in-

all, this will keep prices relatively high.

 Supply of coffee will remain sufficient on the 

prospect of large supplies from Brazil. This will 

cap prices. ICE stocks have fallen to their lowest 

since December, but are still relatively high.

Commodities

Coronavirus denting mostly soybean demand
Casper Burgering

Agricultural Commodities Economist
casper.burgering@nl.abnamro.com

ABN AMRO forecast price trend until 2020 (index)
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Appendix – Contact details, disclaimer & extra informationA

DISCLAIMER
This document has been prepared by ABN AMRO. It is solely intended to provide financial and general information on economics and commodities. The information in this document is strictly proprietary and is being 

supplied to you solely for your information. It may not (in whole or in part) be reproduced, distributed or passed to a third party or used for any other purposes than stated above. This document is informative in nature and 

does not constitute an offer of securities to the public, nor a solicitation to make such an offer. No reliance may be placed for any purposes whatsoever on the information, opinions, forecasts and assumptions contained in 

the document or on its completeness, accuracy or fairness. No representation or warranty, express or implied, is given by or on behalf of ABN AMRO, or any of its directors, officers, agents, affiliates, group companies, or 

employees as to the accuracy or completeness of the information contained in this document and no liability is accepted for any loss, arising, directly or indirectly, from any use of such information. The views and opinions 

expressed herein may be subject to change at any given time and ABN AMRO is under no obligation to update the information contained in this document after the date thereof. Before investing in any product of ABN 

AMRO Bank N.V., you should obtain information on various financial and other risks and any possible restrictions that you and your investments activities may encounter under applicable laws and regulations. If, after 

reading this document, you consider investing in a product, you are advised to discuss such an investment with your relationship manager or personal advisor and check whether the relevant product –considering the risks 

involved- is appropriate within your investment activities. The value of your investments may fluctuate. Past performance is no guarantee for future returns. ABN AMRO reserves the right to make amendments to this 

material.
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ABN AMRO on the internet:
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