
Sector Advisory ABN AMRO Group Economics

March 2021

Monthly Commodity Insights

…price forecasts for commodity markets

Widespread optimism dictates 

commodity price trends



All commodities – Energy / Precious / Industrials / Agri

Sources: Refinitiv, ABN AMRO Group Economics

1

Commodities

Widespread optimism dictates commodity price trends

 De CRB-index rose on strong (Chinese) 

demand for some commodities. Widespread 

optimism over the mass roll-out of vaccine 

programs and the anticipated global economic 

recovery during 2021 also helped to further 

boost sentiment among investors. The index 

gained 15% this year already, mainly driven by 

rising oil, copper and food prices (soybean, corn 

and sugar).

 Chinese demand for copper, corn and soybean 

caused a tightening of physical markets. Prices 

in these markets rose significantly on this. Oil 

prices rose on demand expectations, and the 

fact that OPEC+ did not raise production yet 

(despite higher prices). Gold prices softened 

further on rising US real yields and improved US 

growth prospects.

 We think that buoyant sentiment has the upper 

hand in the recent run-up in commodity prices. 

Some commodity markets are indeed tight, but 

most markets still have abundant supplies. The 

fact that commodity market sentiment is 

currently this resilient, is mainly due to targeted 

economic support measures (in construction, 

infrastructure, renewables) and generally loose 

monetary policy with high liquidity. Downside 

commodity price risks arise as soon as the 

targeted support and/or accommodative 

monetary policy eases.

Casper Burgering

Senior Economist Industrial Metals & Agricultural
casper.burgering@nl.abnamro.com
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Energy – Oil / Gas

Sources: Refinitiv, ABN AMRO Group Economics
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 The oil rally continued as demand expectations 

remain and OPEC+ kept production on hold 

unexpectedly. Brent reached USD 71/bbl, WTI 

USD 68/bbl. The technical picture still looks 

positive, but from a fundamental perspective 

there is room for a downward price correction.

 Inventories remain relatively high. And demand 

expectations have been pushed too high. 

 Furthermore, the forward curve is in steep 

backwardation. This suggests a supply tightness 

in the market at the front end of the curve that 

does not exist. In fact, there is much reserve 

production capacity available (>8mb/d) to 

balance any rise in demand. 

 Although we expect the rally to run out of steam 

and a downward correction could be possible, we 

did raise our Brent and WTI forecasts. Our 2021 

year-end forecast for Brent was raised to USD 

60/bbl from USD 53/bbl, and for WTI it was 

raised to USD 57/bbl from USD 48/bbl.

 Natural gas prices have started to ease as 

extreme winter conditions faded and 

temperatures normalised. Still, European 

inventories are at relatively low levels, meaning 

that gas demand will remain high in the coming 

weeks for restocking. Only after that, lower 

seasonal demand could give some more relief to 

natural gas prices.

Commodities

Oil forward curves suggest a tightness that does not exist
Hans van Cleef

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

ABN AMRO forecast price trend until 2022 (index)
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Precious Metals – Gold / Silver / Platinum / Palladium
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Higher longer-term yields trigger lower prices
Georgette Boele

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

ABN AMRO forecast price trend until 2022 (index)

 Long-term yields have risen and that is negative 

for gold, silver and to a lesser extent platinum 

prices. But the Fed seems relatively relaxed 

about the sharp runup in 10y US Treasury yields.

 Higher yields make precious metals unattractive 

as they don’t pay a coupon or dividend.

 Higher US yields have also supported the US 

dollar. This is also negative for precious metal 

prices. 

 Investors have partially closed their net-long 

positions. Speculative net-long positions on the 

futures markets have been reduced. Total gold 

ETF positions have dropped as well, but are still 

extremely large.

 Gold prices dropped below previous support at 

USD 1,764 per ounce and even cleared our year-

end target of USD 1,700 per ounce before edging 

higher.

 Lower gold prices are in line with our view but the 

move has been larger than we had projected in 

our forecasts. We expect more weakness ahead 

but this will unlikely be in one straight line. 

 The trend remains negative as long as gold 

prices are below the 200-day moving average, 

which now comes in around USD 1.860 per 

ounce. The crucial support area is USD 1,640-

1,670 per ounce.
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 Price trends in the base metals complex were 

mixed over the past month. While prices for 

aluminium and copper increased since mid-

February (by 3% and 9% respectively), nickel 

and zinc dropped in the same period (by 14% 

and 1%). The cheerful mood among investors 

has faded to some extent. 

 Monetary and economic stimulus packages by 

central banks and governments boosted 

sentiment in base metals. However, uncertainty 

will linger until vaccine programs finish. Prices 

are subject to a relatively high level volatility until 

economies are fully re-opened. 

 Metal stockpiles at the Shanghai Futures 

Exchange (SHFE) have decreased by 33% on 

average this year already, mainly due to large 

drawdowns of copper stocks. Inventories at the 

LME, however, rose by 34% this year, mostly due 

to higher aluminium and zinc volumes.

 The economic trend in China will continue to be 

the main driver for metals demand growth, and 

this will also set the mood in base metals 

markets in the future. Demand for base metals in 

the US and Europe will gain more traction after 

the second quarter of this year with the opening 

up of economies. We think that prices will remain 

relatively high. However, a continued 

strengthening of the dollar until the end of 2022 

will limit stronger price gains along the way.

Commodities

China sets the mood in base metals markets
Casper Burgering

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

ABN AMRO forecast price trend until 2022 (index)

Base Metals – Aluminium / Copper / Nickel / Zinc
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     2.154        2.085        2.092        2.144        2.150        2.169        2.179 

     8.543 
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Ferrous Metals – Steel (HRC) / Iron Ore / Coking Coal
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 World steel production rose by 8% annually in 

January, mainly driven by a 13% increase in 

steel output in China. Steel mills in China 

continue to operate at relative high utilisation 

rates. In the coming months, this is likely to come 

down, given the more stringent emission 

restrictions in China. Steel production in Europe 

and the US fell by 1% and 10% y/y respectively 

in January.

 Chinese steel market sentiment has been 

resilient due to government expenditure on major 

infrastructure projects and other targeted support 

measures. The swift recovery of activity in the 

automotive sector also helped to boost demand. 

Car sales in the US and Europe are still far away 

from their pre-Covid-19 levels, but there are signs 

of a slow but steady recovery. 

 The outlook for ferrous metal markets remains 

favourable. The global economic recovery during 

this year provides a solid basis for steel demand. 

Risks can emerge, however, from a phasing out 

of economic support (especially in China). This 

can potentially cause some serious cracks in the 

positive market sentiment. 

 Steel raw materials prices are expected to ease 

somewhat on production limitations in China, 

which reduces iron ore and coking coal demand.  

Nevertheless, given longer term optimism, prices 

will remain relative high.

Commodities

Favourable outlooks on targeted government support
Casper Burgering

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

ABN AMRO forecast price trend until 2022 (index)
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Agri – Wheat / Corn / Soybeans / Sugar / Cocoa / Coffee
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 Oversupply of wheat is weighing on sentiment. Output 

is likely to rise further, with new highs in stocks. Russia 

remains the main exporter, but an export tax limits 

shipments. Total oversupply is limited. Prices will 

remain high, but a firmer dollar will cap stronger gains.

 China ramped up corn purchases, leading to lower US 

stocks. Harvest delays and bad weather in Latin 

America increases supply stress. Strong Chinese 

demand will continue, keeping corn prices high. But 

higher prices raise the risk of profit-taking by funds.

 Soybean prices soared on buoyant Chinese demand. 

Chinese soybean use is likely to expand to new highs. 

Stocks are expected to tighten and will keep prices 

firm. Relatively high prices increase the chance of profit 

taking by funds, keeping prices volatile.

 Sugar prices will remain high on worries over the 

Brazilian harvest, Indian export constraints, a recovery 

in the Brazilian real, higher oil prices and the global 

economic recovery. A deficit of 4.8 mln tonnes is likely, 

which represents 1.5 weeks of demand.

 A cocoa surplus of 102 mln tonnes is expected this 

season, and the stocks-to-grind-ratio increased to 39%. 

A swift recovery in demand can only be expected when 

economies are re-opened on a larger scale. This will 

start from Q3 2021 onward. This recovery hope is 

keeping prices volatile. 

 An likely smaller Brazilian coffee crop underpins 

sentiment and prices for the time being. However, 

continued global lockdowns prevent a swift recovery in 

demand. Also, coffee exchange stocks are high and 

have risen non-stop (and by 67%) since October 2020.

Commodities

Demand recovery on re-opening economies on larger scale
Casper Burgering

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

ABN AMRO forecast price trend until 2022 (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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