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The Commodities Feed: LNG supply risks
linger
Natural gas prices are likely to remain volatile in the coming days, at
least until there is some clarity surrounding potential strike action at a
number of Australian liquefied natural gas (LNG) facilities

The workers at
Wheatstone's LNG
plant in Australia voted
in favour of a strike,
pushing up supply risks

Energy – OPEC sees deficit over remainder of 2023
Oil prices came under some pressure yesterday with ICE Brent settling a little more than 1.3%
lower on the day. This is despite OPEC releasing its monthly oil market report which suggests that
the market will continue to tighten for the remainder of the year. OPEC made little in the way of
changes to its global oil demand forecasts for the rest of this year and for 2024. However, the
group did revise higher its 2023 non-OPEC supply estimates by a little more than 100Mbbls/d on
the back of upward revisions to Russian supply. OPEC numbers suggest that demand for OPEC oil
over the third quarter will be 29.56MMbbls/d, which is well above the 27.31MMbbls/d that OPEC
produced in July. The call on OPEC output grows to 30.74MMbbls/d in the fourth quarter, whilst
over 2024, the group’s numbers suggest demand of 30.08MMbbls/d for OPEC oil.

Given the current production targets of OPEC+ until 2024, these numbers suggest global oil
inventories will draw for the remainder of this year and over 2024. The International Energy
Agency (IEA) will publish its latest monthly oil market report later today, where it will share its
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latest outlook for the market.  

The significant cuts that we are currently seeing from OPEC+ continue to be supportive for medium
sour crudes. The Brent-Dubai spread remains in negative territory and in fact has traded to a
discount of more than US$1.20/bbl – lower than the levels seen during 2020, when OPEC+ made
significant cuts. The weakness in Brent relative to Dubai should mean that Atlantic Basin crudes
should be more appealing to Asian buyers. It is difficult to see any significant reversal in the spread
before Saudi Arabia starts unwinding its additional voluntary supply cuts.

Having rallied significantly earlier in the week, following supply risks around Australian LNG, the
European gas market gave back some of these gains yesterday, with TTF settling more than 6.6%
lower on the day. The European gas market remains in a comfortable situation with storage more
than 88% full and it is clear that the region will hit its target of 90% by 1 November, well ahead of
schedule. However, the market will still need to keep a close eye on how labour negotiations
progress in Australia. The potential for prolonged industrial action at a number of Australian LNG
facilities could put a little over 10% of global LNG supply at risk, and given Europe’s growing
reliance on LNG, this would (as already seen in recent days) have an impact on European gas
prices as Asian buyers compete more aggressively for alternative supply.

Agriculture – UNICA reports higher cane crush
The latest fortnightly report from UNICA shows that sugar cane crushing in Centre-South Brazil
rose to 53mt, up 7.8% year-on-year in the second half of July. The cumulative sugar cane crush for
the season increased by 9.7% YoY to 311.3mt. Sugar production rose 11.3% YoY to 3.7mt in 2H
July, with 50.7% of cane allocated to sugar production in the fortnight, higher than the 47.7%
allocated in the same period last year. Cumulative sugar output so far this season stands at
19.2mt, up 19.8% YoY.

Meanwhile, in its quarterly report, the International Sugar Organization said that the global sugar
market is expected to witness a deficit of 2.12mt in 2023/24 primarily due to lower output in major
producing regions. Global production for the season is expected to reach 174.8mt, lower than the
177mt reported in 2022/23. Meanwhile, global sugar consumption is seen at 176.98mt, however,
higher prices may prove to be a drag on consumption.

Ukraine's Ministry of Agriculture revised domestic grain output to 56.4mt for the year, up from a
previous expectation of 46mt. The above estimates include 28mt of corn (up 1.4% YoY) and about
21mt of wheat (in line with the last year’s harvest). The harvest estimates have increased despite
lower sowing areas as favourable weather conditions have helped.

Authors

Warren Patterson
Head of Commodities Strategy
Warren.Patterson@asia.ing.com

Ewa Manthey
Commodities Strategist
ewa.manthey@ing.com

mailto:Warren.Patterson@asia.ing.com
mailto:ewa.manthey@ing.com


THINK economic and financial analysis

Article | 11 August 2023 3

Disclaimer
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purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.
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