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The Commodities Feed: Geopolitical risks
heat up

Tensions in the Middle East have resurfaced, supporting oil prices. The
market is also watching closely the outcome of talks between
Donald Trump and Vladimir Putin

Energy - Geopolitical risks intensify

Oil prices rose yesterday amid rising tensions in the Middle East, continuing the strength seen at
the end of last week. ICE Brent settled almost 0.7% higher on the day, moving back above
US$71/bbl. Along with US strikes on the Houthis in Yemen, several factors provided support to the
market. China unveiled plans to revive consumption, while Chinese retail sales and fixed asset
investment growth came in stronger than expected. Output data suggests that domestic apparent
oil demand over January and February averaged 14.7m b/d, up 2.4% year on year.

Middle East tensions escalated once again in recent days with US strikes on the Houthis, while
the Houthis retaliated by targeting a US aircraft carrier. The Houthis are backed by Iran, which
could lead to a broader escalation, particularly with President Trump saying Iran “will be held
responsible, and suffer the consequences” if the Houthis continue attacks in the Red Sea.
Unsurprisingly, the Trump administration is taking a more hawkish stance against Iran, having
tightened oil sanctions since taking office.
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Trump is scheduled to talk to President Putin today about a proposed ceasefire. Energy markets
will be watching closely for any progress -- particularly whether a potential peace deal might
include the resumption of some Russian energy flows. This would be more impactful for natural
gas rather than oil, given that the scope to increase natural gas flows is much bigger relative to oil.

European natural gas prices came under pressure yesterday, falling almost 2.5% on the day, amid
hopes of a Russia-Ukraine peace deal. Also, the weather forecast in North West Europe is for milder
temperatures over the next week. However, EU gas storage continues to tick lower. It's now a little
under 35% full, down from 60% at the same stage last year and below the five-year average of
46%. Speculative longs have become nervous that a potential peace deal between Russia and
Ukraine could see the resumption of some Russian pipeline gas into Europe.

Metals - EU to probe aluminium imports

The EU is launching a probe into aluminium imports to protect the bloc’s industry from an
expected surge in cheap imports displaced by US tariffs, according to media reports. The European
Commission is set to announce the probe on Wednesday. Last week, Donald Trump placed 25%
tariffs on all steel and aluminium imports. “The recently announced US tariffs on aluminium are
likely to worsen the situation further with a significant threat of trade diversion from multiple
destinations,” the document reads.

European aluminium premiums have been falling, while US premiums surged to a record high. This
suggests some suppliers to the US are already redirecting sales to Europe to avoid Trump's tariffs.
Europe is dependent on primary aluminium imports. Its aluminium sector was one of the worst
affected during the energy crisis, with more than one million tonnes per annum taken offline.
Some restarts have begun in Europe, but significant capacity remains offline. Except for Norway
and Iceland, part of EU’'s economic area, which could be subject to an exemption, the bloc’s main
sources of aluminium imports are the UAE, Russia and India.

Although the EU continues to import Russian aluminium, volumes have fallen over the past two
years as European buyers self-sanction after the invasion of Ukraine. Russia now accounts for
around 6% of European imports of primary aluminium, halving from the 2022 levels. Last month,
the EU banned imports of Russian aluminium, with a quota system allowing 275kt to be used over
a 12-month period.

Copper rose to a near-five-month high at the start of the week after China unveiled a special action
plan to revive consumption, boosting sentiment in the commodities complex. The policy package
includes efforts to increase household income, spur spending, and support population growth.
Fresh data was also released for the first two months of the year showing Chinese consumption,
investment, and industrial production exceeded estimates.

Still, the property sector is yet to bottom. China's new home prices and existing home prices
continued to slide month-on-month. China’s property market remains the biggest drag on
demand for copper and other industrial metals. A further boost for China's property sector will be
crucial in supporting demand long-term.

Copper is up around 12% so far this year, driven mostly by uncertainty over Trump’s trade policies.
Tariff news is likely to continue to dictate price direction in the months ahead.
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Agriculture - Sugar moves higher on supply woes

Sugar prices rose yesterday with No.11 raw sugar settling a little more than 3% higher. This was
largely due to reduced production estimates from top growers -- Brazil, and India. Dry weather
conditions in Brazil led producers and traders to lower cane harvest estimates for the 2025/26
harvest season. In addition, the Indian Sugar and Bio-energy Manufacturers Association (ISMA)
reduced its sugar output estimates to 26.4mt in 2024/25, compared to its previous forecast of
27.3mt

Physical values for Brazilian soybeans continue to trend higher as rising trade tensions see buyers
turning to Brazil for supply. Top buyer China imposed retaliatory tariffs earlier this month on US
soybeans, while the EU is threatening retaliatory tariffs on US soybeans. Seasonally, this is a time
when physical values usually trend lower with Brazilian supply picking up.
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