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GAII commodities — Energy / Precious / Industrials / Agri

Hans van Cleef

Limited upside in commodity prices Sr. Energy Economist

hans.van.cleef@nl.abnamro.com

» Since the start of 2019, the CRB index has rallied 30% oA L ADIo
by 7% in line with a recovery in oil and most base price increase sustains
metal prices. price pressure ahead

20%

» Hopes that China and the US may come to a
deal on the trade front have continued to be
supportive for commodity demand expectations
(mainly base metals, steel and oil). 10%
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» For the coming months we expect some more @ O g) Sl
upside for commodity prices (CRB Index forecast nc® gé_zggsglp
+4% in 3 months). However, since we recently 0% . v . e v
lowered some of our growth expectations, the WHEAT @ PLATINUM

%
; ’ - v ’ @) COFFEE Ara
upside potential may be not as big as anticipated COKING COAL @] STEEL (HRC)
earlier.
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» A large share of the expected performance of the @ coreee Rk

CRB index should come from the energy sector.
And although we expect prices to rise further in
our base case scenario, the final result is
uncertain. Gas prices are strongly affected by
hard-to-predict weather patterns, while oil prices 0%
may be capped by lower economic growth (less -20% -15% -10% 5% 0% 5% 10% 15% 20%
demand) and abundant supply.
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price pressure mounts price recovery ahead

historic 3-month price performance

price performance current price level towards end Q1-2019 (forecast ABN AMRO)

Price trend commodity classes over past three months (Thomson Reuters Index)
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9 Energy — Oil / Gas
Hans van Cle_ef
Oil prices found support Energy Economist

hans.van.cleef@nl.abnamro.com

» Trade optimism as well as the impact of the TSt
production cuts by the OPEC+ and the US contract - end of period prices - - averages -
Sanctions against Venezuela and Iran provide 22-02-19 Q1-19 Q2-19 Q3-19 Q4-19 Q1-20 Q2-20 Q3-20 Q4-20 2019 2020
support for oil prices. As a result, market Oil - Brent
pairatri)cipants stzI:rted to sell their short positions, (USD/barrel) o 0 0 0 7 7 & & 80 0 °
but are still hesitant to increase long positions. Ol - WTI
Brent and WTI reached the highest level of 2019, (USDIbarrel) & & & & & = = = = & &
while keeping the USD 10/bbl spread intact.
. : Gas - Henry Hub 2.72 400 325 300 400 325 300 325 375 350 3.5
» Although we have revised some of our economic (USD/mmBtu)
growth projections (EU, US), we don’t change Gas - TTE
our oil price forecasts yet. There is a risk though (EUR/MWH) 17.23 2 25 26 81 30 28 28 26 a3

that due to lower economic growth — meaning
less demand — there is less upside potential than | AgN AMRO forecast price trend until 2020 (index)
originally anticipated. This forms a risk for the
upper band of our USD 60-80/bbl trading range index (latest 1st contract price = 100) index (latest 1st contract price = 100)
for Brent oil (USD 50-70/bbl for WTI). 125 - 205 -

» Next week, the International Petroleum Week in
London could result in a flow of comments
regarding the oil market in the media. Although 165 -

120 - 185 1

: . 115
we don’'t expect major game changers in market 145 |
view, it may trigger some extra volatility. 110 |

» Although we are still in the middle of the winter 125 1

105

season, US Henry Hub natural gas prices are T 105 -
trading at relatively low levels at the moment.

. . . . . . 1 | i

Mild winter weather conditions, high inventories, 00 85
as well as high production — both gas production o5 65 .
and in the form of associated gas with oil 5 O 9 O O O O O O KRG R T S

. . . N ,\,'\ N 'b'\ b"\ ,\ﬂ' v ,bﬂ/ b‘ﬂ’ (19 N A oy W N q;q’ (bfl’ b‘fl'
production — have avoided higher natural gas W a g &F & o & &F oV oo & & o o &
prices. g v
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e Precious Metals — Gold / Silver / Platinum / Palladium

Georgette Boele

: : : Precious Metals & Diamond Analyst
Pa”adlum prlces defy graVIty georgette.boele@nl.abnamro.com
» Since the start of 2019 palladium prices have p?ir():(:s - end of period prices - - averages -
: ) . : :
ra!lled by 20% while gold, S|Iv_er and platinum 220219  Q1-19 Q2-19 Q319 Q4-19 Q120 Q220 Q3-20 Q420 J 2019 2020
prices are between 3 to 7% higher.
Gold
b Itis difficult to call when this palladium price rally (USDlounce) 1330 1,300 1,325 1350 1,400 1425 1450 1475 1500 1329 1450
will end. However, palladium prices have the Silver
tendency to be extremely volatile. (USDlounce) 1595 1600 1650 17.00 1800 1850  19.00 1950 20.00 ~ 16.60  19.00
> Macro-economic news including the latest data Platinum 830 900 950 975 1,000 1,025 1,050 1,075 1,100 931 1,050
from the car sector paint a completely different (USD/ounce) ’ ’ ’ ’ ’ ’
picture than palladium prices. palladium
S _ 1482 1,250 1,200 1100 1,050 1,000 1,000 1,000 1000 1177 1,006
» Moreover, most historical correlations have (USD/ounce)
broken down. Palladium used to behave as a
risk-on highly cyclical precious metal. In recent ABN AMRO forecast price trend until 2020 (index)
months it has behaved from time to time as a index (latest spot price = 100) index (latest spot price = 100)
safe-haven asset. 130 - 145 -
4 Th_ere has b_een a supply paIIadium_ sh(_thage for 125 135 -
quite some time but that would not justify the 105
exponential price increase seen since August 120 +
S 0 115 -
2018 (price increase of 70%). 115 -
» We expept gold, silver and platinum prices to rise 110 105 1
further this year. 95
- 105 - 85 -
» For gold prices former peaks layered between
USD 1,365 and 1,375 per ounce could provide 100 1 75 -
decent resistance. Above this area the 95 -_— 65
psychological level of USD 1,400 per ounce N IR\ I\ T ST ST ST S I R ST NI SR
v q
Gold e Sijlver @ Platinum Palladium
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QBase Metals — Aluminium / Copper / Nickel / Zinc
Casper Burgering

Positive trade talk results lift prices ndustrial Metals Economist

casper.burgering@nl.abnamro.com

» The recentrise in prices was mainly due to

spot

optimism over a possible US-China trade war prices - end of period prices - - AVErages =
resolution. Aluminium price increased marginally. 22.02-19 Q1-19 Q219 Q319 Q4-19 Q1-20 Q220 Q3-20 Q4-20 2019 2020
The lifted US sanctions on Rusal keeps Aluminium
1ahili i 1,890 1,905 1,940 1924 1,975 2025 2035 2080 2125 1927 2,050
availability good and added pressure to price. (USDIY)
» Inthe short term, the direction of base metal Copper
: . : . 6519 6589 6652 6570 6,785 6840 7,150 7,250 7,350 6453 6,940
prices will predominantly be dominated by trade (USDIt)
war developments. Nickel
o _ 12,916 13,000 13,250 13200 13,875 14,000 14,440 14510 15000 13330 14,200
» As long as trade negotiations continue, base (USDh)
metal prices remain volatile. Prices will react Zinc
. " : 2,743 2695 2,684 2650 2,699 2715 2,700 2,675 2725 2615 2,700
swiftly on - positive or negative - trade deal news. (USD/t)
Risk appetite will improve more significantly in
base metal markets — and thus prices — when a ABN AMRO forecast price trend until 2020 (index)
trade deal is reached. index (latest spot price = 100) index (latest spot price = 100)
» Inthe longer term, however, we remain neutral 115 - 125 -
with a positive stance about trends in base 113 |
metals markets. Global economic growth in 2019 | |
will be somewhat lower than in 2018, but a 115
T . : . 109
recession is unlikely. The Chinese economy will 107
cool down, which is accompanied by a lower |
pace of metal demand growth. 105 1 105 1
103 -
» The projected weakening trend in the US dollar 101 -
by ABN AMRO (EUR/USD 1.16 eop 2019) will 0 | 95 -
provide some support in base metal prices. The o7
fundamentals in base metals markets will push
rices higher. Deficits in all base metals markets % T e o o o o e o B ' '
P gner. ) PR R P P D P ST I I S S SIS
in 2019, will lift ba;e metals prices. But o_Iue to ¥ & F F I I 51«'(9 & &F &F F & g F K
increased uncertainty on global economic g PV
activity, the pace will remain low. Aluminium @ COppET e Nickel Zinc
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eFerrous Metals — Steel (HRC) / Iron Ore / Coking Coal

Higher steel input costs and weak steel demand

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

» Global steel prices have recovered by 3% since
the start of 2019. The increase was mainly due to
higher prices for steel raw materials instead of
increased demand. Costs of raw materials are
passed on to the steel consumer. As long as
steel end user demand remains weak, steel mills
will reduce costs wherever possible.

» The European steel market is in better condition
after the new safeguard measures by the
European Commission. As a result,
competitiveness of EU steel mills has improved.

» Steel prices are expected to remain weak during
2019. In the coming months, however, seasonal
stronger demand (especially during the second
quarter) and restocking will lift prices.

» Iron ore prices have risen sharply over the last
couple of weeks, mainly on severe supply
disruptions in Brazil. This means that prices will
remain relatively high when Chinese post-holiday
restocking picks up again. But all-in-all
availability is plentiful on an global base and we
expect prices to weaken again during Q2-2019.

» Coking coal prices have weakened by 2% so far
this year. Currently stock levels are still sufficient
and production is expected to increase again in
China after the festive season. Demand will stay
robust. Going forward, coking coal prices will
remain elevated on restocking, supply disruptions
and a reduction in coal mine capacity in China.
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spot ) . o ) )
prices end of period prices averages
22-02-19 Q1-19 Q2-19 Q3-19 Q4-19 Q1-20 Q2-20 Q3-20 Q4-20 2019 2020
Steel (HRC)
568 575 578 578 580 581 581 585 587 570 578
(USDI#t)
LME Steel Scrap 325 328 330 333 335 336 338 340 340 336 345
(USDH)
Ir
on Ore 88 87 85 82 75 74 73 71 71 70 66
(USDIt)
Coking Coal 191 190 189 185 183 180 179 182 183 200 190
(USDI#t)
ABN AMRO forecast price trend until 2020 (index)
index (latest spot price = 100) index (latest spot price = 100)
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Sources: Thomson Reuters Datastream, ABN AMRO Group Economics




@Agri —Wheat / Corn / Soybeans / Sugar / Cocoa/ Coffee

Agricultural prices lower on weaker export volumes

Casper Burgering
Agricultural Commaodities Economist
casper.burgering@nl.abnamro.com

» Wheat prices plummeted on low export volumes.
Food demand will stay strong going forward,
while feed demand will be lower. All-in-all,
deficits are expected. We think prices will
strengthen this year, but the pace will remain low.

» Supply of corn will increase further. Feed
demand in China is still solid, but struggles on
outbreaks African swine fever. Demand growth in
EU and Russia will remain strong. On balance,
we expect deficits, which will send price higher.

» Soybean prices will rise strongly as soon as a
US-China trade deal is reached. This will,
however, be short-lived. On balance, the
availability in the US and Brazil will remain high
and this will pressures prices again during 2019.

» Oversupply in sugar will keep price weak. Indian
output will grow strongly and global supply stays
sufficient. Increasing demand for sugar per capita
in emerging economies will provide support, but
demand in Western economies will weaken.

» Prices for cocoa will increase further, but the
pace will be low on good availability. Cocoa grind
numbers show strong increases in Asia and EU,
which indicates that demand will stay sound.

» We expect higher coffee prices in 2019. The
growth potential of demand is high at the
relatively low prices. A stronger Brazilian real will
also underpin prices. However, sufficient supply
will cap this upward trend in prices.
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Coi?r(;ct - end of period prices - - averages -
22-02-19 Q1-19 Q2-19 Q319 Q419 Q1-20 Q220 Q320 Q420 | 2019 2020
Wheat-CBOT 492 515 532 543 545 - ; . - 532
(USDc/bu)
Corn-CBOT 385 389 393 390 400 - ; - ; 392
(USDc/bu)
Soybeans-CBOT ¢33 75 920 915 895 200 - ; . - 909
(USDc/bu)
Sugar 13.3 1285 12,70  12.80  13.00 - . . 13.00
(USDc/lb)
Cocoa 2,288 2,350 2,370 2,460 2,475 = = 2,462
(USD/Mt)
Coffee-Arabica 100 105 109 110 113 - - - - 108
(USDc/Ib)

Sources: Thomson Reuters Datastream, ABN AMRO Group Economics

ABN AMRO forecast price trend until 2019 (index)

index (latest 2nd contract price = 100) index (latest 2nd contract price = 100)
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eAppendix — Contact details, disclaimer & extra information /

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 20629 77 89 georgette.boele@nl.abnamro.com
- Hans van Cleef Energy +31 2034346 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

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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