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Commodities

What will a Biden presidency bring for commodities?
 The US Presidential elections are approaching. 

On 3 November (or before by mail) US citizens 

will choose a president. 

 Our US economist has defined four possible 

outcomes of the US presidential elections. The 

most likely outcome is that Biden wins the 

presidency, see here. What will a Biden 

presidency bring for commodities? 

 We expect that Democratic policies would 

probably result in a considerably stronger US 

economy in the coming years. This is positive for 

commodities in general overall, especially if 

Chinese growth is resilient.

 Moreover we also expect US real rates to remain 

negative or to decline further in 2021. This 

supports commodity prices due to the historical 

negative relationship between the two. 

 The dollar will probably be supported in the near-

term (= downside price risk dollar-denominated 

commodities) but we expect weakness in 2021. 

Some near-term weakness in commodity prices 

will likely result in higher prices afterwards.

Price trend commodity classes over past three months (Thomson Reuters Index)
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https://insights.abnamro.nl/en/2020/10/us-elections-likely-democrat-win-in-november-could-herald-big-policy-changes/
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 Oil prices continued to trade within relatively 

small trading ranges. The upside was capped 

due to the lingering worries regarding the 

economic impact of the COVID-19 measures, 

while the downside was protected by the OPEC+ 

production agreement.. 

 The first big event to watch is the US elections. A  

Biden win would probably again change the 

energy landscape from both a supply and 

demand perspective for oil and gas. For 

example: Joe Biden would renegotiate a nuclear 

deal with Iran and lift – some of the – sanctions, 

he would restrict shale production in the US, and 

he would boost the economy with new stimulus 

packages.

 On 30 Nov and 1 Dec, the OPEC will renegotiate 

its production policy with non-OPEC members, 

led by Russia. In the existing agreement, OPEC+ 

would increase production from January 2021. 

However, with demand remaining depressed by 

COVID-19 measures and semi-lockdowns, a 

jump in OPEC+ crude production would add 

even more pressure to the already depressed oil 

prices.

 The volatile natural gas prices (Henry Hub and 

TTF) are mainly driven by high inventories and 

shifting weather patterns which affect demand 

expectations as is normal for the start of Q4.

Commodities

Stable oil prices prepare for US elections and OPEC+ events
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

Sources: Refinitiv, ABN AMRO Group Economics

3

Commodities

More gold prices weakness in the near-term
Georgette Boele

Senior Precious Metals Strategist
georgette.boele@nl.abnamro.com

ABN AMRO forecast price trend until 2021 (index)

 Gold prices have struggled. A weaker dollar has 

supported gold prices somewhat but more 

investors have taken profit recently. Therefore, 

the rally quickly ran out of steam again. Investors 

are now less convinced of another rise above 

2,000 USD per ounce.

 Despite the modest profit taking, net long 

positions in the futures markets and the total 

outstanding ETF positions remain very large. In 

short, position liquidation risk is still there. 

 The US elections are approaching and we think 

that it is likely that more investors will take profit 

in gold for two reasons:

 First, more uncertainty could result in a more risk-

off behaviour and thus liquidating long gold 

positions. Investors have bought gold because of 

a lower dollar, negative real yields, unlimited QE 

by the Fed and fiscal deficit. If hey become risk 

more averse they will likely take some profit.

 Second, expectations of higher economic growth 

if Biden wins could temporarily support the dollar. 

As a result gold prices will probably decline. But 

as the Fed will keep rates low for the coming 

years, US real yields will continue to be negative. 

This will support gold prices again in 2021.

 Next year we expect gold prices to move towards 

USD 2,000 per ounce again.
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 Current trends in the base metals markets are  

complex and rely more on macro-economic 

developments rather than fundamental drivers.

 Recent positive macro-economic trends in China 

and its massive infrastructure stimulus package 

underpins market sentiment. Chinese imports of 

metals has remained relatively strong, implying a 

high need for raw materials for its manufacturing 

sector. 

 Concerns about fresh coronavirus-driven 

lockdowns due to rising global cases, increased 

the risk-off sentiment in base metals markets. 

This means that investors in base metals markets 

remain cautious going forward. 

 The uncertainty over the ultimate economic 

impact of the 2nd wave of coronavirus remains 

high. Next to that, there are no deficits in base 

metals markets anymore and inventories are 

relatively high. This also overhangs the base 

metals complex and increases price volatility.

 A further increase in this Chinese demand and 

solid macro-economic data going forward is likely 

to keep a floor under most base metals markets. 

 For 2021, global economic growth will show a 

recovery from current lows and base metals 

prices will strengthen further on this. Prices will 

also find support the trend in the dollar. A weaker 

dollar during 2021 makes metals cheaper for 

non-dollar holders and supports prices.

Commodities

Investor sentiment remains warry
Casper Burgering

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

ABN AMRO forecast price trend until 2021 (index)
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Ferrous Metals – Steel (HRC) / Iron Ore / Coking Coal
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 Sentiment in the Chinese steel market is still 

buoyant. Production has recovered in a rapid 

pace and exceeds already pre-covid-19 levels. 

Demand from major end using sectors 

(construction, automotive) is robust. Also, the 

most recent outcome of the purchasing manager 

index (PMI) in the manufacturing sector confirm 

the swift and ongoing industrial recovery. We 

think that Chinese demand for steel will remain 

solid, which will keep prices elevated.

 Global steel prices are expected to rise in the 

near term, however, the pace will be uneven 

across the major regions (China, EU, US). 

 Iron ore price strengthened over the past months 

on the combination of higher steel output, low 

iron ore inventories and port restrictions in China. 

Also, iron ore supply from especially Brazil was 

impacted by covid-19. Buying interest in coking 

coal has increased over the past months on 

softening of port restrictions in China and 

restocking activity in India.

 The robustness in Chinese steel demand is 

unlikely to soften in the near term. We expect 

steel prices to remain strong in China during the 

fourth quarter and prices for raw materials are 

expected to remain elevated. Given the second 

wave of covid-19 and the upcoming winter 

season, steel demand in Europe and the US will, 

however, weaken this quarter.

Commodities

Chinese steel demand still buoyant
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
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 Dry weather in major wheat areas may reduce supply 

going forward. However, global availability of wheat will 

remain good. Downward price risk will therefore remain 

elevated. Adverse weather or a strong uplift in demand 

would change this expectation.

 Conditions for corn are good and harvest is ahead of 

five year average. The outlook for corn inventories 

were lowered due to strong Chinese demand and US 

crop outlook is reduced. This translates into a small 

deficit, which will keep prices elevated.

 Strong demand from China and Mexico underpinned 

soybean prices. Also dryness in Brazil raised supply 

concerns going forward. US condition are positive and 

harvest is progressing rapidly. Next season, a small 

deficit is expected.

 Dry weather in Brazil is supportive for sugar price at 

this stage. Import demand from China and India has 

also been high. Next season, production will outstrip 

demand. The sugar market deficit will be supportive for 

prices on the longer term.

 Demand for cocoa is still relatively low. Sales of 

chocolate confectionery at major outlet points has been 

disrupted due to Covid-19. With new lockdowns 

globally, pre-Covid-19 demand levels are still far away. 

This means that supplies are sufficient globally and will 

put pressure on price.

 Dry weather in Brazil is a concern for the coffee
market. Chances are high that the 2021 crop from 

Brazil will be lower. Out-of-home coffee consumption is 

lower on Covid-19 pandemic. This pressure will 

continue with new quarantine measures globally. 

Prices will remain relatively weak. 

Commodities

Weather issue and supply worries
Casper Burgering

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

ABN AMRO forecast price trend until 2021 (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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