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The Commodities Feed: EU refined
products ban starts

The commodity complex came under pressure along with other risk
assets following the stronger-than-expected US jobs report, which
increases uncertainty over the path the US Fed will take. For oil
markets, the EU ban on Russian refined products finally came into
force over the weekend

Energy - EU products ban

The oil market came under further pressure on Friday, along with the broader commodity complex
and risk assets. Friday's US jobs report came in well above expectations, which left the market
rethinking the path the US Fed could take in the months ahead. ICE Brent fell by more than 2.7%
on the day and settled below US$80/bbl. This left it down almost 7.8% over the course of last week.

Sunday saw the EU finally implement its ban on Russian refined products. The ban arrives a couple
of months after the region imposed a similar ban on Russian seaborne crude oil. The ban will have
the largest impact on Russian diesel and naphtha flows to the EU. However, EU buyers have had
time to prepare for the ban. In the period leading to the cut-off, there were increased flows of
middle distillates to the EU and this has helped to push gasoil inventories in the ARA region back up
towards the 5-year average.
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The G-7 price cap on Russian refined products also came into effect yesterday. This will allow G-7
shipping and insurance services to be used for the trade of Russian refined products as long as it is
at or below the price cap. The group has agreed on a price cap for premium refined products
(gasoline, diesel and jet fuel) of US$100/bbl, whilst refined products such as fuel oil and naphtha
(which are trading at a discount to crude oil) have had their cap set at US$45/bbl.

Markets will have to wait a bit longer for positioning data in commodity markets following a cyber
incident at a third-party provider of derivatives order management. The incident has meant that
some clearing members have been unable to provide accurate and timely data to the CFTC. It is
not clear when the CFTC will publish the next Commitments of Traders report.

For gas and LNG markets, Freeport LNG at the end of last week requested permission to restart
ship loading, although the plant will still require further approval in order to restart commercial
operations. However, despite the progress with Freeport, along with the cold weather in the US
Northeast, Henry Hub continues to trade below US$2.50/MMBtu.

Metals - Zinc stocks jump in China

Base metal inventories in Chinese warehouses have started to recover following the Lunar New
Year holidays. The latest data from the Shanghai Futures Exchange (ShFE) shows that weekly
inventories for zinc increased by 46,735 tonnes (the biggest weekly addition on record) to 90,983
tonnes (the highest since August) as of Friday. Other base metals also reported inflows with copper
inventories reaching their highest since May 2021.

In mine supply, Southern Copper Corp. said that operations at its mines were running normally
despite the ongoing political unrest in Peru that has already forced some major mines to halt their
mining activities. The company reported that copper output rose 1.6% YoY to 241.3kt in 4Q22,
slightly higher than an estimate of 240.5kt.

As for aluminium, the latest LME data shows that total on-warrant stocks for aluminium reported
outflows of 5,225 tonnes (the biggest daily decline since 29th December) to 225,900 tonnes as of
Friday. The entire outflows were reported from warehouses in Singapore. Cancelled warrants for
aluminium rose by 875 tonnes (after declining for six consecutive sessions) to 169,350 tonnes,
signalling potential further outflows. Meanwhile, total exchange inventories declined for the sixth
straight session by 4,350 tonnes to 395,250 tonnes as of the end of last week.

Agriculture - coffee remains volatile

Arabica coffee prices softened on Friday and dropped almost 2.9% to settle at US¢172.80/lb on
Friday after gaining around 25% over the past 3-4 weeks. Reports of slower exports from South
America and weather-related concerns, combined with lower inventory have been supportive of
coffee prices over the past few weeks. Current estimates of the market balance for 2022/23 and
2023/24 fall in a wide range which brings additional volatility for coffee prices. Earlier, the
International Coffee Organization reported that global coffee exports dropped by around 8.5% YoY
to 10.9m bags in December 2022 on slower exports of Arabica coffee, especially from Brazil and
Colombia. Arabica coffee exports were down 13.7% YoY to 6.1m bags, whilst Robusta exports were
largely flat and fell only 0.9% YoY to 4.8m bags. Cumulatively, global coffee exports dropped by
2.8% YoY to 30.3m bags since the season started in October 2022, with Arabica exports falling
4.5% YoY to 18.3m bags and Robusta exports largely flat at around 12m bags.
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