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Commodity price trends remain mixed in November 2019
the short term
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GAII commodities — Energy / Precious / Industrials / Agri

Casper Burgering

Commodity price trends remain mixed in the short term Commodiies Economist

casper.burgering@nl.abnamro.com

> Over the past month, the CRB index rose by 0% price pressure ahead price increase sustains

almost 2%, which was mainly due to the price GASTTF
gains in oil and gas. Going forward, higher

" : : . 30%
geopolitical tensions could push prices higher. ’

» Industrial metal prices remained soft, while o o @
precious metal prices lost ground. ’ PALLADIUM cocon g
» Agricultural prices were mixed. Grains markets znc g [@ COFFEE Rob
reacted swiftly to trade war news, while softs 10% WHEAT @~~~ COFFEE Ara
managed to show some mild price gains on RS : @ oppen® O
supply deficits and Brazilian real weakness. 0% . . nSUGAR. () e PLATINOM . .
SILVER LUMINIUM &5 ™ \icKEL

GOLD CORN

» Risk appetite in commodities returned this month ®
STEEL SCRAP

on hopes of a phase one trade truce. This
supported investor sentiment only briefly, mainly
because China and the US announced that an
agreement still is ‘in the making’. Uncertainty
remains. The lack of progress in the trade war
continues to leave its mark on the global
economy. This negatively affects commodities
demand in general.
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historic 3-month price performance

price pressure mounts price increase ahead
: . -40%
» The focus of commodity mark_ets is on trade war -40% -30% 20% -10% 0% 10% 20% 30% 20%
progress and central bank policy support.

) ) price performance current price level towards end Q1-2020 (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
A lack of direction in oil prices Energy Economist

hans.van.cleef@nl.abnamro.com

» There is a lack of direction in oil prices and the

risk premium has not picked up significantly. Coitsrtact - end of period prices - - averages -

» This is despite the increased geopolitical 2 Q19 Q120 Q220 Q3-20 Q420 § 2019 2020
tensions between for example Iran and Saudi Oil - Brent - . - = 5 5 . . 7 - =
Arabia. So, the market appears to be comfortable (USD/barrel)
with the way Saudi Aramco has dealt with the Oil - WTI
recent production outages and the rapid (USDIbarrel) > o o o % > 60 60 65 % 60
restoration ofits ol exports. Gas - Henry Hub 262 266 231 233 325 325 300 325 375 250 250

» Meanwhile, the negative effects of the trade war (USD/mmBtu) ' ' ' ' ' ' ' ' ' ' '
on the global economy continue to affect oll Gas - TTF
demand growth expectations. But recently hopes (EUR/MWh) 1599 . v ° 20 2 2 2 2 Y 20
of a trade truce has supported investor sentiment
and oil prices. ABN AMRO forecast price trend until 2020 (index)

» The IEA lowered its demand growth forecasts to index (latest st contract price = 100) index (latest 1st contract price = 100)
+1 mb/d in 2019 and +1.2 mb/d in 2020 based on | 120 - 185 -
lower economic growth. This should cap the 115
upside potential of oil prices. Higher oll 165 -
production in the US will also add to the well- 110 -
supplied market. Meanwhile, higher geopolitical 105 145 -
tensions could potentially push prices higher.

100 - 125 -

» An even deeper production cut than the current
crude production agreement by OPEC should %1 105 -
provide support for oil prices. On 5 December, 90 -

OPEC will meet in Vienna, and on 6 December g5 85 -

their production cut agreement allies — led by

Russia — will join. According to Secretary- 80 - - - - - - 65

General Mohammad Barkindo, OPEC will do N O‘;\q 0\59 O,VWQ 0,};19 &QQ s° Oy'\q O,\£19 o""%g 0,5:19 o“ﬂlg

‘whatever it takes’ to prevent another oil price R > @,\"

slump. Oil - Brent @ Ol - WTI am—Gas - HH Gas- TTF
ABN-AMRO Sources: Refinitiv, ABN AMRO Group Economics
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e Precious Metals — Gold / Silver / Platinum / Palladium

Georgette Boele
Precious Metals Strategist

Positive on gold but wait for the correction to jump in georgette. boele@nl.abnamro.com
» On 4 September gold prices set a high at USD o —
1,557 per ounce and since then prices have prices - end of period prices - - AVErages =
declined by almost 7%. 12-11-19 Q419 Q120 Q220 Q320 Q420 | 2019 2020
» Even though the longer-term dynamics remain Gold 451 o5 140 1474 1400 1450 1500 1550 1600 1,381 1500
supportive for gold prices, such as central bank (USDfounce)
monetary pOIICy €asing, more negatlve yleldmg Silver 16.76 15.17 15.32 17.07 15.50 16.00 16.60 17.20 18.00 16.00 16.60
government bonds and some downward (USD/ounce)
pressure on the dollar, in the near-term we Platinum
: 869 850 818 900 900 950 1,000 1,050 1,100 867 1,000
expect more gold price weakness. (USDlounce)
» Th(_a main reasons fqr this are that monetary Palladium 1698 1390 1524 1674 1,300 1,250 1200 1,150 1,100 ~ 1,438 1,200
policy easing by major central banks is already (USD/ounce)
reflected in the price and that the long position is ) ) _
ETF) In the absence of a renewed raIIy index (latest spot price = 100) index (latest spot price = 100)
investors will likely take profit on part of their 120 - 130 -
positions. This will result in more near-term price
weakness. 120 1
o : . 110 -
» For 2020 we are more optimistic for gold prices if 110 1
a considerable amount of long positions has 100 -
been closed. Our year-end 2020 gold price 100 -
forecast remains at USD 1,600 per ounce. 90 -
» Palladium prices rallied above USD 1,800 per %0 | 80 -
ounce level, but have declined since 11
November. The market is tight in the near term 701
and palladium is a thin market. But fundamentals 80 . . . . . 60 . . . . .
have deteriorated and we continue to be bearish. 2 O - ® o o " " o o - o
\,\99 F & & F K G & ¢ F K
N NZ
Gold e Silver @ Platinum Palladium
ABN-AM RO Sources: Refinitiv, ABN AMRO Group Economics
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eBase Metals — Aluminium / Copper / Nickel / Zinc
Casper Burgering

Green shoots of risk appetite improvement ndustrial Metals Beonomist

casper.burgering@nl.abnamro.com

» The uncertain macroeconomic climate is still T
having a depressing effect on the prices of Y
almost all t_)ase metals, maln_ly_due to the ongoing o 0419 Q120 Q2-20 Q3-20
trade conflict. Prices of aluminium, copper and Alumin
zinc are soft. The nickel price, however, is still up uminium 1,778 1,893 1,780 1,702 1,742 1,791 1,815 1,810 1,835 = 1,794 1,814

o o (USD/t)
by 47% since the start of the year.

- end of period prices -

- averages -

2019 2020

Copper

5844 6437 5982 5695 6112 6135 6170 6475 6650 6,054 6,317
(USD/t)

» End-user activity is stagnating and that is having
a negative effect on final metals demand. Due to _
the uncertainty, end users delay their purchases Nickel 15,666 12,897 12,617 17,219 16,415 17,002 17,524 17,222 17,697 14,042 17,773
and rely on their inventories. We think that trade (USb/y
woes and macroeconomic worries will continue Zinc

: ) : _ 2518 2000 2565 2429 2413 2470 2537 2480 2521 2556 2,493
to impact prices, keeping market sentiment down. (USDr)

» Over the last month, however, prices for ABN AMRO forecast price trend until 2020 (index)
aluminium, copper and zinc started to recover index (latest spot price = 100) index (latest spot price = 100)
again from their 2019 lows. Risk appetite
improved somewhat mainly due to progress in
phase one of the trade deal. But since both
China and the US stated that a phase one
agreement is still not final, prices softened again. 110 -

120 ~ 120 1

110 A

» The nickel price lost 12% over the past month.
The Indonesian government has resumed nickel
ore exports in mid-November after two weeks of
investigations. That means that the threat of
supply disruption has faded. More importantly for
the nickel price trend is the state of demand from
the stainless steel sector. Lately, demand has 90 . . . . . . 90 , , , , ,
weakened globally which depressed prices. 2 NS o P o o S ISR rv@ o &0

100 - 100 -

» We still hold on to our short-term neutral stance X R
given the ongoing macroeconomic uncertainty. Aluminium s COppET e Nickel Zinc

ABN-AMR 0 Sources: Refinitiv, ABN AMRO Group Economics
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eFerrous Metals — Steel (HRC) / Iron Ore / Coking Coal
Casper Burgering

Lower raw materials costs improves steel mill margins marginally ndustrial Metals Beonomist

casper.burgering@nl.abnamro.com

» Global steel prices have lost 21% this year spot - end of period prices - _ averages -
already. In all major steel producing regions, Biices
prices have been under pressure with especially 12-1-19 Q4-19 Q120 Q2-20 Q320 Q4-20 § 2019 2020
significant price Iosges in the QS apd 'Fhe Ep. Steel (HRC) 42 . . o 244 450 452 246 440 515 400
The burden of plentiful supply is still disrupting (UsD/)
the market, while demand for steel remains soft. EU Steel Scrap - . . e - 100 10 . Lo oo 230
» Steel output is increasing further, despite (EURTY
structural overcapacity. Sentiment of steel end- Iron Ore - . . o - - - - 77 % o
users is mostly down, which limits steel (UsD/t)
purchases. Activity in automotive has remained Coking Coal
weak, while demand growth from construction (USDIt) 133 e o o 195 139 139 137 13t L el
sectors has softened globally. With weakening
business confidence indicators, we think that ABN AMRO forecast price trend until 2020 (index)
steel purChaseS will remain soft in the next index (latest spot price = 100) index (latest spot price = 100)
months. L5 . s
» Margins of steel mills are relatively low, but have
improved modestly. This is due to lower prices 110 1
for iron ore, coking coal and scrap. Given the 105
recovery of supply of iron ore, we think prices for | 100 1
all grades will soften further. Downstream coking 100 | ¢ \
coal demand will hold and supplies will remain o5 |
unchanged. This will stabilise prices. o5 |
» We still hold the view that steel-market conditions %0 1
will not change significantly in the short term. 85 -
This means that prices for HRC steel will remain
soft for the time being. Restocking activity and a 90 o o S ' S ' o ' o 80 o e » 5 2 5
seasonal uptick in demand during Q1 2020 can \519 & o~ ¥ & & \;9 & 3 ¥ & &
provide a revival in prices, but we expect them to .{1:\ (1;\
soften further during 2020. Steel (HRC) e=| ME Steel Scrap @ ron Ore Coking Coal

ABN-AMR 0 Sources: Refinitiv, ABN AMRO Group Economics
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@Agri — Wheat / Corn / Soybeans / Sugar / Cocoa / Coffee

Supply dictates price direction in most agricultural markets

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

» Wheat prices gained 1% over the past month on
the lower US supply outlook. However, in
2019/2020 global wheat supplies will remain
high. This means that prices will remain soft.

» Corn prices lost almost 5% in the last month on
weak US export demand and a mostly favourable
harvest progress. For 2019/2020, production will
contract by almost 3% and demand will slide by
1%. As a result, stocks will decline which will
underpin prices.

» Prices of soybean lost slightly over the past
month. Global output is expected to decrease,
while demand will rise further. This means that
prices will rise in the coming season.

» Bullish sentiment in sugar persists as the market
will swing into deficit in 19/20. This will underpin
prices. However, the risk of an increase in Indian
exports hangs over the market. Accumulated
stocks in India over the past months will keep
price gains muted.

» Cocoa prices increased by 1% over the past
month. The market will remain in surplus during
19/20, but relative to demand this is very low.
Demand in Asia will increase. This means prices
will edge slightly higher going forward.

» Price of Arabica coffee surged by almost 14%
over the past month, mainly due to the weakness
in the Brazilian real. Coffee supply will remain
high going forward, which will keep prices soft.

ABN-AMRO

Commodities

2nd
> d iod pri > = o
contract end of period prices averages
12-11-19 Q419 Q120 Q220 Q320 Q420 | 2019 2020
Wheat-CBOT 522 458 528 496 497 488 494 510 505 492 495
(USDc/bu)
Corn-CBOT 387 357 420 388 407 419 414 405 418 395 413
(USDc/bu)
Soybeans-CBOT 917 884 900 906 965 989 990 967 988 905 982
(USDc/bu)
Sugar 127 1253 1232 1192 1257 1255 1255 1290 1333 1268 12583
(USDc/Ib)
Cocoa 5620  sos0 2450 2442 2460 2500 2495 2520 2525 2376 2,49
(USD/MY)
Coffee-Arabica 109 o5 101 101 107 110 108 105 104 100 103
(USDc/Ib)

ABN AMRO forecast price trend until 2020 (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 20 629 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 commaodities. 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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