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Commodities

Chinese commodity buying supports sentiment
 The CRB-index has increased by almost 6% over 

the past month. The recovery was led by a robust 

uplift in oil prices. 

 China is partly responsible for the recovery in 

prices, since the country has a strong foothold in 

the imports of many commodities.

 China’s impressive rebound from Covid-19 is 

mainly due to stronger output from the production 

side. The V-shaped recovery in both passenger 

car production and sales has been particularly 

strong.

 Given the Chinese rebound, investors expect a 

similar recovery for other economies. This has 

spurred investor risk-on sentiment.

 As long as the Chinese economy posts positive 

macro-economic numbers, sentiment in many 

commodity markets will benefit. However, we still 

view the downside risks as high. The fragile 

relationship between the US and China, the high 

availability of most commodities and the 

possibility of new Covid-19 outbreaks globally are 

the main risks in our view.

Price trend commodity classes over past three months (Thomson Reuters Index)
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Energy – Oil / Gas

Sources: Refinitiv, ABN AMRO Group Economics

2

 The recovery in oil prices has run out of steam. 

Both Brent and WTI are trading around USD 

40/bbl within a relatively small trading range. 

Hopes regarding a further rise in oil demand 

alternate with fears of renewed COVID-19 related 

restrictive measures. 

 US production dropped to 10.5 mb/d and the 

number of active drilling rigs is still declining. The 

IEA Oil Market Report indicated not only a 

decline in production for this year (-0.8 mb/d), but 

also in 2021 (-0.3 mb/d).

 Lower US production combined with production 

cuts by OPEC+ and other oil producers, has 

resulted in a better balance with current global 

demand. However, it will take much longer before 

the excessive inventories will be ‘normalized’. 

 We continue to flag the risk of a downward 

correction in the near term, and expect oil prices 

to be back around current prices before the end 

of the year.

 Weak demand and high inventories continue to 

keep the lid on natural gas prices. US Henry hub 

is trading below USD 1.7/mmBtu, while JKL LNG 

is trading at 2.2/mmBtu and TTF at 1.85/mmBtu 

(= EUR 5.6/MWh). With the low summer demand 

period ahead of us, a sustained recovery in 

prices seems unlikely in the near term.

Commodities

Oil prices have recovered (too far) while Natgas is still heavily pressured
Hans van Cleef

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

ABN AMRO forecast price trend until 2021 (index)

1st 

contract

23-06-20 Q3-20 Q4-20 Q1-21 Q2-21 Q3-21 Q4-21 2020 2021
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Commodities

New 2020 high in gold prices
Georgette Boele

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

ABN AMRO forecast price trend until 2021 (index)

 Gold prices have been very resilient. Every time 

there is some price weakness it seems that 

investors buy gold on dips. 

 Gold prices have taken out the high set in May 

and are now at the highest level since the end of 

2012.

 The next important psychological level is USD 

1,800 per ounce. If this level is taken out, the all-

time high of USD 1,921 set on 6 September 2011 

comes into focus

 Monetary policy easing, fiscal stimulus, ultra-low 

rates, declining US real yields and US dollar 

weakness are major supports for gold prices. 

However long gold remains a very crowded 

position.

 Gold ETF positions have made a new record and 

stand above 102 million ounces. After some 

liquidation of speculative positions on the futures 

market, speculators have also showed renewed 

interest in gold. 

 Between now and three months we expect 

another risk-off wave in financial markets. It is 

likely that investors will then take profit on part of 

their gold longs. Therefore, we still expect lower 

prices in the near-term.

spot 

prices
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 Investors in base metals markets will remain 

cautious. Concerns over a second wave of 

Covid-19 is weighing on sentiment in base 

metals markets. This will keep price volatility 

high. On the other hand, the supply-demand 

balance in copper, nickel and zinc markets has 

shifted rapidly from deficits in pre-corona era to 

excess supply during Covid-19. The aluminium 

market was already oversupplied, which will 

continue to undermine market sentiment.

 The abrupt drop in demand during Covid-19 has 

resulted in higher inventories. We think that the 

economic recovery and stimulus especially in 

China will keep prices afloat for the time being. 

China remains the biggest consumer of industrial 

metals and the swift recovery in leading metal 

consuming sectors is a strong boost for 

sentiment in base metals markets. However, 

since the downside risks are still significantly 

high, we maintain our cautious stance towards 

base metals markets.

 Long term positive trends for base metals 

demand are, in our view: further electrification of 

society and the increases in output of electric 

vehicles (light weight, battery techniques), the 

Belt & Road Initiative by China, expanding 

investments in power grid infrastructure in 

emerging markets, continued demand for 

housing and increase in metal demand for the 

energy transition.

Commodities

China rules the waves in 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

spot 

prices
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 Global steel prices are still 12% below 1 January 

levels. Since early April, however, prices have 

stabilised or started to recover more strongly in 

major steel producing regions. Over the past 

month, steel prices in Russia, China and Latin 

America have recovered strongly, while steel 

prices in the US and Europe are still somewhat 

downbeat.

 In China, where more than 50% of all steel is 

produced and consumed, prices have risen due 

to stronger demand and speculation over steel 

mill supply reductions. Demand is especially 

strong from the automotive sector. Also, the 

announced economic stimulus packages globally 

and the early signs of a demand revival in some 

regions will contribute to more stable conditions 

for the steel sector in the coming months.

 Raw materials costs are relatively high, mainly 

due to higher iron ore prices. This is caused by 

higher Chinese steel production and disruptions 

in Brazilian supply. The latter could intensify 

when Covid-19 cases continue to increase. 

Chinese seaborne trade of iron ore is expected to 

remain stable, given the decrease in iron ore port 

stocks. This will keep iron ore prices relatively 

high. Prices for coking coal are expected to rise 

from current levels on higher demand from India 

and China, and supply disruptions from Australia 

and Russia.

Commodities

More stable conditions in global steel sector
Casper Burgering

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

ABN AMRO forecast price trend until 2021 (index)

spot 

prices
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 Projections of world ending stocks for wheat

have increased substantially. This means that 

global availability of wheat will remain good. This 

will weigh on prices. Only the risk of adverse 

weather can change this expectation.

 Inventories of corn are high and are expected to 

rise further. However, the outlook for crops in 

Brazil deteriorated on persistent drought. Also, a 

recovery in oil prices will lift demand for ethanol. 

On balance, we expect prices to remain stable.

 Recent Chinese purchases of US soybeans

worked out positive for market sentiment. 

However, a potential high crop continues to 

weigh on sentiment. An escalation of the trade 

war remains a downside risk for prices.

 Due to lower energy prices, sugar cane mills in 

Brazil have ramped up sugar output at the 

expense of cane-based ethanol fuel. This means 

that a recovery in oil prices possess an upside 

risk for sugar prices.

 Worries over the loss in cocoa demand have 

increased. Lower growth in grindings is expected. 

Above average rainfall increases concerns over 

supply. Prices will remain stable.

 Plentiful supply of coffee now and in the 

foreseeable future will weigh on prices. Also the 

weakness in the Brazilian real creates a weak 

price environment for the time being. 

Commodities

High inventories and supply in many agricultural commodity markets
Casper Burgering

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

ABN AMRO forecast price trend until 2021 (index)

2nd 

contract
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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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