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Commodities

A more negative base view but still neutral on commodity prices
 We have downgraded our forecasts for global 

economic growth and we now expect a global 
monetary easing cycle to take shape, starting in 
US before too long. The changes reflect that we 
take a more negative view on the way the trade 
conflict will evolve over the coming months. This 
should weigh on commodity prices. 

 We also expect investor sentiment to deteriorate 
and the US dollar to receive safe-haven demand. 
A somewhat higher US dollar and weaker 
sentiment are in general negatives for commodity 
prices.

 On the other hand we expect considerably looser 
monetary policy, which is in general supportive 
for commodity prices.

 Moreover, tighter supplies (in base metals) and 
(geo)political tensions (oil) should give prices 
some support.

 All-in-all, we remain neutral on commodity prices 
this year.

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

Georgette Boele
Senior Precious Metals Strategist

georgette.boele@nl.abnamro.com
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Energy – Oil / Gas

Sources: Thomson Reuters Datastream, ABN AMRO Group Economics
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 Market focus on the possible negative effects of 
an escalation in the trade dispute between US 
and China triggered a wave of profit taking. This 
pushed oil prices lower from levels above USD 
75/bbl to the low of USD 60s.

 Hopes for a continuation of the OPEC production 
cut agreement as well as increased tensions in 
the Middle East kept oil prices supported above 
crucial technical levels. 

 The OPEC meeting will probably be delayed to 3 
July, from 25 June in order to provide some 
negotiation room between big oil producers like 
Russia and Saudi Arabia at the side events of the 
G20 meeting (28/29 June). After the steep drop 
in oil prices, the most likely outcome is a 
continuation of the current 1.2 mb/d production 
cut agreement. 

 Oil prices are expected to trade sideways with an 
average of USD 70/bbl for Brent and USD 60/bbl
for WTI in H2 2019.

 We have lowered our TTF forecasts for Q4 2019 
and Q1 2020 based on higher than normal 
inventories – partly due to increased LNG 
imports – and mild demand expectations. 

 US Henry Hub fell under some pressure and 
dropped below 2.50/mmBtu as above 
expectations US shale production continues to 
cap any significant upside potential for now.

Commodities

Oil testing the lows – Middle East tensions increased; OPEC in focus
Hans van Cleef

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

ABN AMRO forecast price trend until 2020 (index)
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Precious Metals – Gold / Silver / Platinum / Palladium
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 Since the end of May gold prices have rallied by 
more than 3%. At the end of last week this year’s 
high was tested but prices did not end the week 
above this level.

 A higher US dollar was the reason why gold 
prices could not stay above USD 1,350 per 
ounce and profit taking was the result. 

 The prospect of looser monetary policy should be 
supportive for gold prices and also the technical 
picture remains positive.

 But net-long positions in gold have risen and 
could start to dampen the upside potential in the 
near term.

 Overall we remain positive on gold prices and we 
keep our year-end forecast of USD 1,400 per 
ounce.

 We also expect higher silver prices, but the 
upside potential is lower due to lower expected 
cyclical demand. We have downgraded our silver 
forecasts.

 The outlook for platinum prices is less positive. 
We now expect modest downside this year due 
to lower auto catalyst demand. A higher gold 
price should dampen the downside somewhat.

 We remain negative on palladium because it is 
the most vulnerable to the global growth and 
trade cycle.

Commodities

We remain positive on gold
Georgette Boele

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

ABN AMRO forecast price trend until 2020 (index)
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 Base metals prices decreased by 4% over the 
past month. The main reasons for the softer 
prices were weak economic data from China, a 
stronger dollar and the ongoing trade conflict. 
This created a lot of uncertainty amongst 
investors. The trade talk progress is by far the 
main reason why base metals prices remained 
soft. Higher uncertainty over the progress causes 
higher price volatility. We think that prices will 
remain soft as long as the trade talks drag on.

 The global economic growth downgrades by ABN 
AMRO Group Economics imply a longer period of 
sub-trend economic growth, but we do not expect 
a recession. All-in-all, this translates into lower 
growth in demand for metals. We therefore also 
downgraded our base metals prices forecasts.

 In the longer term we remain, however, optimistic 
over base metals markets. This is especially the 
case for copper and nickel. For most base metals 
markets, deficits are expected going forward. The 
trend to further electrification and the shift to a 
low-carbon economy on a global scale, will 
provide a solid base for most base metals. The 
outlook for the electric vehicle (EV) and battery 
demand remains positive. In the aluminium 
market sentiment remains poor, especially on the 
demand side. Availability is plentiful, but the 
outflow from the LME warehouses continues. 
This underpins prices to some extent.

Commodities

Economic downgrades translate into price downgrades
Casper Burgering

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

ABN AMRO forecast price trend until 2020 (index)
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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 global steel price remains soft. Since 1 
January the price has lost 6% of which 3% alone 
in the past month. The US steel price decreased 
strongest this year, 24% since the start of 2019. 
Higher investments in US steel capacity since the 
tariff announcement of Trump early 2018 has 
increased domestic steel availability.

 Global steel output increased by 5% yoy in the 
first four months of this year, with significant 
increases in China (+10%) and the US (+7%). 
Especially the steel output growth in China is 
worrisome. The strong output growth in China is 
not helping to solve the problem of overcapacity. 

 Global business confidence indicators continue 
to be soft. Car production has decreased this 
year in China, the US and the EU. Also global 
manufacturing activity is relatively weak, with soft 
growth in output and poor growth in factory 
orders. On the positive side, real estate 
investments in China, mainly focused on the 
residential sector, increased by 17% yoy until 
May. All-in-all, demand for steel is soft globally.

 We think that steel prices will remain soft this 
year. Prices for steelmaking raw materials (iron 
ore and coking coal) are still relatively high on 
supply side issues. As a result, steel mill margins 
are low. We think iron ore prices will soften 
during 2019 on abundant supply. Coking coal 
price will stay elevated on robust demand.

Commodities

Plentiful steel supply and weak demand keeps prices capped
Casper Burgering

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

ABN AMRO forecast price trend until 2020 (index)
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Agri – Wheat / Corn / Soybeans / Sugar / Cocoa / Coffee

Sources: Thomson Reuters Datastream, ABN AMRO Group Economics

6

 Wheat prices increased strongly on heavy rain in 
the US. The favourable supply outlook in the EU 
and plentiful global supplies will contribute to a 
softer tone in the market.

 Heavy rain in the US prevent farmers from 
planting corn. While China has to deal with the 
spread of armyworms, the harvest in Brazil is the 
highest in history. China will encourage 
restocking of pigs herds and poultry production.

 US soybean planting stalls due to heavy rain, 
while Brazil harvested biggest crop ever. Hopes 
have faded for a near-term resolution to the US-
China trade dispute. Swine fever in China has 
decreased demand for soybean.

 Sugar availability is still high, but armyworms in 
China damage sugarcane crops. Export of  sugar 
from Thailand has reached record levels, while in 
India a bumper sugar production is expected. 
This will mute a strong price recovery.

 Below average rainfall in Ivory Coast reduces the 
cocoa crop. But grinding numbers are up 
globally, indicating solid demand. The instalment 
of the proposed floor price by Ivory Coast and 
Ghana could result in a supply boost. 

 A large Brazilian coffee harvest pressured prices 
since 1 January. Chances are high for another 
large harvest in Brazil next season. Relative 
weak Brazilian real makes export more attractive. 
This means that prices will remain soft.

Commodities

Planting delays and armyworms take a bite from supply
Casper Burgering

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

ABN AMRO forecast price trend until 2019 (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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