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The Commodities Feed: No respite for the
complex
The move higher in the USD has been unrelenting and this continues
to weigh heavily on the commodities complex. Macro drivers remain
firmly in the driving seat, while supply risks continue to be largely
ignored across markets
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Energy- Russian oil price cap hits a stumbling block
The oil market came under further pressure yesterday as the USD continued to march higher. ICE
Brent settled more than 2.4% lower on the day, leaving it to close below US$85/bbl. OPEC+
members have been oddly quiet in this latest sell-off. However, we are likely to hear a growing
amount of noise in the lead-up to the OPEC+ meeting on 5 October. The group will likely be getting
uneasy with the degree of weakness that we have seen in the market and so there is the very real
possibility that we see OPEC+ announce supply cuts in order to support the market. Clearly though,
if we are to see cuts, they will need to be quite a bit larger than the 100Mbbls/d agreed at the last
meeting in order to have a meaningful impact on the market.

It appears that the EU will delay the planned Russian oil price cap due to disagreements between
EU members. According to reports, both Cyprus and Hungary oppose the idea of a price cap, and in
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order to be adopted, all members need to agree. The European Commission had been wanting the
price cap to be enforced at the same time as the EU ban on Russian seaborne crude oil, which
comes into effect on 5 December. Clearly, given the latest delay, this may not happen now.

In the US, Hurricane Ian has led to the shut-in of some oil production in the US Gulf of Mexico. Both
Chevron and BP have evacuated and shut a couple of platforms each.

European natural gas has also been unable to avoid the weakness across the commodities
complex. TTF fell by more than 6% yesterday and recorded its fourth consecutive day of settling
lower. Meanwhile, the European Commission is still looking into the possibility of a price cap for
natural gas. If the EU was to go down this route, it would not help solve the tightness in the gas
market, as this move will likely only support gas demand. Spain introduced a price cap on gas used
for power generation earlier this year, which unsurprisingly led to higher demand for gas.  

Metals – gold enters bear market
A rallying USD and surging treasury yields continue to put pressure on gold prices. Spot gold came
off more than 1.3% yesterday, which saw it trading to its lowest levels in more than 2 years.
Yesterday’s weakness also meant that the gold market entered a bear market, as it is now down
more than 20% from its recent peak in March. Given the expectation that the Fed will continue to
aggressively hike through this year, it is difficult to hold a constructive view on gold in the short
term. We would need to see inflation coming off significantly before becoming more constructive
towards the market. A meaningful fall in inflation could start to signal that the Fed will take a less
aggressive approach in terms of hiking.

Anglo American has announced the start of commercial operations at its Quellaveco copper mine
in Peru with a copper production target of around 80-100kt this year at a c1 cash cost of around
US$3,300/t. Previously the company was targeting output of around 100-150kt at a cash cost of
around US$3,000/t. However operational constraints appear to have delayed the mine start and
ramp-up. However, the miner continues to target around 320-370kt of copper production by 2023
and 2024 as the mine ramps up gradually. Meanwhile, the company has also reduced its copper
production target in Chile to around 560-580kt for the current year compared to earlier estimates
of around 560-600kt

Authors

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

Ewa Manthey
Commodities Strategist
ewa.manthey@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
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

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


THINK economic and financial analysis

Article | 27 September 2022 3

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.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

http://www.ing.com

