
Sector Advisory ABN AMRO Group Economics

November 2020

Monthly Commodity Insights
…price forecasts for commodity markets

Market optimism for 2021 already priced in



All commodities – Energy / Precious / Industrials / Agri

Sources: Refinitiv, ABN AMRO Group Economics,

1

Commodities

Market optimism for 2021 already priced in
 The outcome of the US elections, China’s 

economic recovery and the hopes around the 
new vaccine have sparked renewed optimism 
amongst investors. Most commodity prices have 
moved up over the past month. The CRB-index 
rose by 4%.

 ABN AMRO expects emergency-use vaccines to 
be rolled out to the vulnerable in the coming 
months, which should allow a significant lifting of 
restrictions during the course of next year. 
Subsequently the vaccines will be rolled out more 
broadly allowing a full return to normal in 2022. 

 This will trigger rapid economic growth in the US 
and eurozone from Q2 of next year onwards. 
China’s economic recovery will continue to 
strengthen and broaden. The positive economic 
trend in China will continue to underpin sentiment 
in many commodity markets.

 During 2021, prices will also find support from the 
trend in the US dollar. A weaker US dollar during 
2021 makes commodities cheaper for non-dollar 
holders and supports prices.

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

 Oil prices have recovered on the back of positive 
vaccine developments, the Biden election as well 
as hopes that OPEC+ will delay its intended 
adjustment to the production cut agreement. As a 
result, prices have recovered to the highest level 
since the steep drop of prices early March.

 A vaccine will ultimately lead to a recovery of the 
economy and will trigger higher oil demand. US 
president Joe Biden could limit shale oil 
production in the US. And the market is pricing in 
that OPEC will continue to keep 7.7 mb/d oil of 
the market during Q1 2021 instead of 5.8 mb/d, 
which will prevent a new oil glut. All drivers would 
be supportive for oil prices. The OPEC+ meeting 
will be held on 30 November and 1 December.

 The main drivers in the coming months will still 
be demand hopes/fears based on vaccine-
related news as well as supply issues. Without a 
production cut, there would still be a huge 
oversupply. The threat of a rise in production –
which is possible due to the availability of 
significant spare production capacity – will 
continue to linger over the market and could cap 
the upside potential.

 US Henry Hub prices have recovered due to 
increased LNG exports and inventory building 
ahead of the heating season. However, with 
production slowly but surely rising, the upside 
price potential may be limited.

Commodities

Caught between hope and fear
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

Gold prices near crucial support
Georgette Boele

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

ABN AMRO forecast price trend until 2021 (index)

 Gold prices have struggled for weeks. Investors 
used any rally in prices to take profit on part of 
their positions.

 Gold prices fell significantly on the positive news 
about a COVID-19 vaccine because bond yields 
rose. What is interesting is that the dollar also 
weakened on the news because investors 
became more optimistic and were less interested 
in the safe haven currency.

 Since then dollar weakness has not supported 
gold prices. In fact in recent days both the dollar 
and gold prices have declined. 

 Gold prices broke below the previous support 
level of USD 1,850 per ounce. This has resulted 
in a further deterioration of the technical outlook. 
The 200-day moving average comes in just 
above the psychological level of USD 1,800 per 
ounce. We expect a test of this 200-day moving 
average. If prices break below and also close 
below, we think that the long-term uptrend is 
over.

 So we are cautious as many investors have 
bought gold and they are getting more nervous. 
They start to fear that we may have seen the 
peak. If that is the case it could take a long time 
before we see the level of USD 2,000 again. 

 As long as USD 1,800 per ounce is not taken out 
the trend remains positive.
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 The outcome of the US election and the hopes 
around the new vaccine sparked renewed 
optimism amongst most investors. Not only stock 
markets traded higher, but also most base metals 
prices strengthened further. Over the past month, 
base metals price rose by 5% on average.

 We think that macro-economic trends in China 
will remain a key driver in base metals markets 
sentiment. As long as Chinese economic trends 
and business activity remain positive, a risk-on 
attitude can be expected from investors.

 But still, the road ahead in prices will be bumpy. 
The rising numbers of coronavirus cases in the 
US and Europe remains worrisome and the 
increase in the number of lockdowns across the 
world will hit economies. Uncertainty over the 
ultimate economic impact remains therefore high. 
This will also have an impact on sentiment in 
base metals markets, which will be accompanied 
by increased price volatility.

 China’s economic recovery will continue to 
strengthen and broaden. This means that metals 
demand from China will remain robust. Going 
forward, this will keep a solid floor under most 
base metals markets. 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’s sentiment optimism on US elections and vaccine
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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Ferrous Metals – Steel (HRC) / Iron Ore / Coking Coal

Sources: Refinitiv, ABN AMRO Group Economics
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 Construction activity will slow in the upcoming 
winter season in China, the EU and the US. 
Demand from the manufacturing sectors will, 
however, stay elevated. But still, demand in the 
EU and the US remains largely subdued due to 
COVID-19. In addition, the second wave in 
COVID-19 in the EU and US will hinder a rapid 
recovery in steel demand. This means that 
demand levels remain low for the time being.

 The outlook for steel sector in China will remain 
relatively robust in the long term. We think that 
the strong recovery of the Chinese economy in 
2021 will continue to provide a solid base for the 
steel sector. This is mainly due to a higher level 
of government spending in infrastructure and 
construction sectors. The recovery of the steel 
sector in the EU and the US will stay delayed and 
we do not expect a recovery in steel demand 
until Q1-2021.   

 Over the past month, iron ore price rose further. 
Chinese demand for iron ore has remained 
strong, while inventories decreased. This will 
keep price elevated. Long term supply growth is 
expected to be elevated, which will increase 
pressure on prices. Coking coal prices dropped 
strongly on Chinese import restrictions. Prices 
are expected to recover on increases in demand 
from India and lower supply from Australia.

Commodities

Steel demand recovery delays in Europe and US
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: Refinitiv, ABN AMRO Group Economics
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 Upside price risks for wheat come from worries over 
dry weather in US and Russia. Also, stronger Chinese 
demand and record low inventories inflate prices. We 
think prices will be supported as long as demand from 
China remains elevated.

 Chinese demand for corn currently remains strong due 
to the high demand for animal feed and reduced 
supplies in China after storms and drought. However, 
ethanol from corn sales in Brazil and the US remains a 
concern. Price is expected to remain relatively high.

 Strong demand from China underpinned soybean
prices. Also dry conditions in Brazil raised supply 
concerns going forward. With continued demand from 
China, driven by the sustained growth of pig herds 
there, prices will increase further.

 Unfavourable weather conditions fed concerns about 
sugar supply globally. Import demand from China and 
India has also been high. Speculation about the level of 
the Indian government's export subsidy is also fuelling 
market concerns.

 Demand for cocoa is still relatively low and recovery 
will take a prolonged period of time. Supply is abundant 
and increases the downside price risks. However, 
political instability in Ivory Coast increases worries over 
supply, keeping price volatility elevated. 

 Dry weather in Brazil is the main concern in the coffee
market. Bad weather, strong fluctuations in stocks and 
exchange rate effects led to strong price fluctuations. 
The fundamental picture in the coffee market remains 
unfavourable. Prices will remain relatively weak.

Commodities

Stronger Chinese demand for grains lifts prices
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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