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Trade talk optimism lifts prices, but 
price gains become smaller
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Commodities

Commodity price gains become smaller
 Optimism over a possible US-China trade deal 

have continued to be supportive for oil and base 
metal prices. 

 Over the past three months, a handful of 
commodities bucked the upward price trend. 
Most of which are agriculturals, but also coking 
coal, aluminium and gas prices lost ground. The 
common denominator for price pressure in most 
of these markets was abundant supply.

 We think that in the months ahead, commodity 
prices will be influenced by the trade deal 
narrative. Positive news from the talks will lift 
commodity prices further (such as industrial 
metals, oil and grains). However, until an actual 
agreement is reached, we think the pace of 
commodity price increases will likely be limited. 
This is because already a significant part of a 
positive outcome is priced in.

 We expect an upside for commodity prices in the 
long run, based on sound fundamental drivers. 
However, since we lowered our economic growth 
expectations, the upside potential will be lower.

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

Sources: Thomson Reuters Datastream, ABN AMRO Group Economics
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 Due to a rise in LNG inflow in Europe, especially 
in the Netherlands, as well as lower demand due 
to mild winter weather conditions, gas inventories 
seem to remain higher than normal. This 
continues to add pressure on TTF gas prices.

 We lowered our TTF gas price forecast (see 
table). Still we see some upside potential – but 
not as much as before – based on higher gas 
demand due to the phasing out of coal and 
nuclear, higher oil prices, lower Groningen gas 
production and a higher ETS price.

 Oil prices trade roughly in the middle of our 
forecasted trading range. However, downside 
risks have increased, which may lead to a test of 
the lower band. The optimism of a positive 
outcome of the US/China trade deal is largely 
priced in, and therefore disappointment is 
possible. 

 On top of that, the focus will shift towards the 
upcoming OPEC+ meeting in April. Although the 
decision regarding an extension of the production 
cut agreement is already postponed to the expiry 
date in June, some comments hinting on a 
possible extension could trigger price volatility. 
We think that there is room for a smaller 
production cut from a fundamental perspective. 
However, financial markets may see such an 
outcome as an increased risk for oversupply 
which would add pressure to oil prices. 

Commodities

TTF gas price revised - downside risks for oil prices have increased
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

Sources: Thomson Reuters Datastream, ABN AMRO Group Economics
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 Most of the precious metals had a good start of 
the year. Palladium prices have surged by more 
than 20%, platinum prices have rallied by 5% and 
gold is around 1.5% higher. 

 The technical resistance area of USD 1,365-
1,375 per ounce in gold prices proved a tough 
nut to crack and investors took profits. The 
recovery of the US dollar and slightly higher 10y 
US Treasury yields resulted in more profit-taking, 
pushing gold prices towards USD 1,300 per 
ounce again. 

 We remain positive on gold prices because of our 
expectations of a weaker US dollar, less hawkish 
central banks and more constructive outlook on 
the Chinese yuan and a positive technical 
picture.

 The outlook for silver mostly resembles that of 
gold prices, as both precious metals tend to 
move in tandem. We think that in the near-term 
there is less upside potential in silver prices given 
the less favourable cyclical outlook. However, we 
continue to expect higher silver prices later in the 
year.

 We think that platinum remains the cheap and 
attractive precious metal and palladium the high 
risk expensive one.

Commodities

Higher gold, silver and platinum prices
Georgette Boele

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

ABN AMRO forecast price trend until 2020 (index)
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 Since 1 January prices in the base metals 
complex increased by 11% on average. And over 
the past month, prices have risen by 4% on 
average. Nickel and zinc prices were the 
outperformers. 

 One of the reasons for the price gain is optimism 
over a possible US-China trade war resolution. A 
positive outcome of the talks lifts prices further, 
but until that moment the pace of increase will 
slow gradually. This is because already a 
significant part of a positive result is priced in. 

 As long as trade negotiations continue, base 
metal prices remain volatile. Our base case 
scenario is that the US-China trade talks will 
result in a deal. However, the chance that trade 
talks falter still exists and in this event base 
metals prices will be dragged significantly lower. 

 From the moment that an agreement is reached, 
fundamental trends will become more important 
for base metal price direction. We think that 
deficits in all base metal markets in 2019 will lift 
base metal prices further. But due to increased 
uncertainty on global economic activity, the pace 
will remain low. The Chinese economy will cool 
down, which is accompanied by a lower pace of 
metal demand growth. However, the projected 
weakening trend in the US dollar by ABN AMRO 
(EUR/USD 1.16 eop 2019) will provide some 
support in base metal prices.

Commodities

Price support from trade talks, but gains become smaller
Casper Burgering

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

ABN AMRO forecast price trend until 2020 (index)

Base Metals – Aluminium / Copper / Nickel / Zinc
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Ferrous Metals – Steel (HRC) / Iron Ore / Coking Coal

Sources: Thomson Reuters Datastream, ABN AMRO Group Economics
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 In January 2019, global steel output increased by 
1%. In China and the US steel production 
increased by respectively 4% and 11% annually, 
while in the EU output dropped by 4%. The 
strong output increases in the US are mainly due 
to the swift capacity expansions caused by the 
US trade restrictions. 

 Global prices have recovered by 4% since the 
start of 2019. Hefty price increases for iron ore 
and renewed steel demand were the main 
catalysts. Also growth targets set by the Chinese 
government were reasons for steel market 
optimism. HRC prices in China increased this 
year already by 11%.

 Iron ore prices remained at elevated levels in the 
past weeks, mainly because of supply disruptions 
in Brazil and Australia. We think iron ore price will 
soften in the weeks ahead. Shipments of iron ore 
increased again globally and steel mills are not 
eager to purchase high volumes with current 
price level. Availability remains plentiful during 
2019 and this will pressure prices.

 Coking coal prices remained high over the last 
couple of weeks on supply disruptions and 
logistical issues. Demand is expected to stay 
robust. We hold our view that coking coal prices 
will remain elevated on restocking activity by 
mills, supply disruptions and a reduction in coal 
mine capacity in China.

Commodities

Elevated steel prices due to high steel raw material prices
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
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 Wheat price dropped by almost 20% in February 
-March on ample world supplies. Price recovered 
after mid-March by 7% on short covering. On 
balance, we foresee global deficits this season. 
Prices will strengthen, but at a low pace.

 Higher ethanol demand will support demand for 
corn. Growth in demand for corn will outpace 
supply this season and deficits are expected. 
Demand growth in EU and China remain strong. 
All-in-all, we foresee higher prices.

 We think that soybean prices will rise as soon as 
a US-China trade deal is reached. But on 
balance, availability will remain high and this will 
pressure price again towards the end of 2019.

 Sugar prices have  recovered since 8 March by 
2% on fresh physical buying and stronger oil 
prices. Output will stay sufficient globally, while 
demand growth will remain low. Sugar price is 
expected to remain weak during 2019. 

 Downside cocoa price risks emerge in case of a 
no-deal Brexit due to exchange rate effects. 
Given the high cocoa grind numbers globally, we 
think prices will drift higher. However, the pace 
will be low due to sufficient supplies. 

 The growth potential of coffee demand remains 
high at current relatively low prices. A stronger 
Brazilian real going forward is expected to 
underpin prices. However, current excess supply 
will cap this upward trend in prices.

Commodities

Ample agricultural supplies will keep prices capped
Casper Burgering

Agricultural Commodities Economist
casper.burgering@nl.abnamro.com
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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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Contact information ABN AMRO | Group Economics:
Knowledge area: Phone: E-mail:

- Marijke Zewuster Head Commodity Research +31 20 383 05 18 marijke.zewuster@nl.abnamro.com

- Georgette Boele Precious Metals +31 20 629 77 89 georgette.boele@nl.abnamro.com

- Hans van Cleef Energy +31 20 343 46 79 hans.van.cleef@nl.abnamro.com

- Casper Burgering Industrial Metals & Agriculturals +31 20 383 26 93 casper.burgering@nl.abnamro.com

ABN AMRO on the internet:

- Insights: insights.abnamro.nl/eng

- Twitter Group Economics @ABNAMROeconomen
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