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The Commodities Feed: Oil remains under
pressure
Energy markets came under further pressure yesterday as part of a
broader risk-off move across markets. Meanwhile, the price action in a
number of commodity markets could also be a reaction to Russian
orders for a withdrawal of its troops from Kherson in Ukraine

Energy - US East Coast product inventories fall
Sentiment in the oil market remains negative, with ICE Brent settling more than 2.8% lower
yesterday which saw the market trading down to levels last seen at the start of the month.
Demand remains a key concern, particularly related to China’s zero-Covid policy. Although a large
part of yesterday’s price action appears to be part of a broader risk-off move across markets with
the S&P 500 down a little more than 2%.

The EIA released weekly US inventory numbers yesterday which showed that US commercial crude
oil inventories increased by 3.93MMbbls over the last week. Although, when factoring in the
drawdown of the SPR, total US crude oil inventories increased by just 352Mbbls. As SPR releases
near an end, we are likely to see more meaningful draws in commercial crude oil inventories in the
coming months.  On the refined products side, gasoline and distillate fuel oil saw inventory draws
of 900Mbbls and 521Mbbls respectively. These draws come despite refiners increasing run rates by
1.5pp over the week to 92.1% as they return from seasonal maintenance. Product inventories
on the US East Coast remain extremely tight with gasoline inventories standing at 49.14MMbbls-
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the lowest levels since 2012, while distillate stocks remain at their lowest levels on record for this
stage of the year.

The IEA has criticised the decision OPEC+ made in early October to reduce production targets by
2MMbbls/d from November through until the end of 2023. The IEA has said that the move will hurt
importers in Asia and Africa the most and also suggested that the group may have to rethink
these cuts. In the short term it is clear that the OPEC+ decision has provided some stability to the
market. However, in the medium to longer term we are of the view it will push the market into
deficit through 2023, which suggests higher oil prices over the course of next year.

Metals – Chinese copper smelters call for capacity controls
China’s major copper smelters, including Jiangxi Copper Corp., China Copper, Tongling Nonferrous
Metals Group Holdings Co., and Zijin Mining Group Co., have called on Beijing to issue policies to
“reasonably control” domestic smelting capacity in order to ensure supply-chain security and
improve quality. The request comes after a surge in smelter construction in recent years has led to
a fight for market share and raw material supplies. The smelters also pledged to boost the
proportion of copper scrap used to make refined output to about 25% of total production by 2025.

Daye Nonferrous Metals Group and Holdings Co. is expected to start its new copper smelter in
China this month, with 400kt/year operating capacity. Zijin Mining Group in China is planning to
build a 500kt/year copper smelter in Sichuan province in the southwest region. It is expected that
Julong copper mine in Tibet would produce 160kt of copper annually once the first phase reaches
full capacity. The mine has a long-term production target of 600kt. Zijin is aiming to boost the
smelter capacity to 1.8mt by 2027-28 due to rising production in the Julong mine.

LME on-warrant copper stocks fell by 6.4kt, taking the total to 39.13kt (lowest since November
2021) as of yesterday. Cancelled warrants for copper rose by 4.3kt (after declining for eight
consecutive sessions) to 41.9kt as of yesterday, signaling potential further outflows. Meanwhile,
exchange inventories declined for the thirteenth straight session, by 2.1kt to 81kt.

Agriculture – USDA raises domestic supply estimates for corn
and soybeans
The latest WASDE report from the USDA was really a non-event, with small changes made in
Domestic US and global balances for wheat, corn and soybeans. For corn, the USDA increased its
2022/23 ending stocks estimates for the US from 1.17b bushels to 1.18b bushels. This was largely
due to a revision higher in domestic production on the back of expectations for better yields. As for
the global corn balance, 2022/23 ending stock estimates were revised down from 301.2mt to
300.8mt- broadly in line with market expectations for a number of around 300.7mt.

For soybeans, the USDA increased its yield estimate for 2022/23 from 49.8bu/acre to 50.2bu/acre,
leading to expectations of higher output. As a result ending stocks for the current marketing year
were increased by 20m bushels to 220 bushels. The global soybean balance saw 2022/23 ending
stocks increased from 100.5mt to 102.2mt, largely on account of revisions higher to beginning
stocks.

for wheat, US ending stocks for 2022/23 were lowered from 576m bushels to 571m bushels- the
lowest since 2007/08. This decrease was driven by expectations of marginally higher domestic
demand. As for the global balance, the USDA increased production estimates for 2022/23 from
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781.7mt to 782.7mt, whilst global demand estimates were also revised higher. As a result, 2022/23
ending stock estimates were increased marginally from 267.5mt to 267.8mt.
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