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The Commodities Feed: OPEC+ leaning
towards unwinding cuts
Oil prices are weaker on expectations that OPEC+ will stick to its plan
to gradually increase supply, while demand is still a concern after
China’s latest PMI data
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Energy – OPEC+ cuts
Oil prices came under pressure on Friday. The ICE Brent Nov-24 contract settled 2.4% lower on the
day. The catalyst for the move appears to be reports that OPEC+ members are leaning towards
sticking to their plan and gradually unwinding cuts from October. Given lingering demand concerns
there had been a growing part of the market, including ourselves, who thought the group would
delay any supply increases. The group may believe that supply disruptions from Libya provide an
opportunity to increase supply.

Libyan supply disruptions continue. However, while output has been cut further in some fields,
others are seeing production being restored. Three oil fields, including Sarir, Messla and Nafoura
are restarting output. It is not clear whether the resumption of operations at these fields
signals progress in negotiations between Libya’s Western and Eastern governments. However,
there are some suggestions that the restarting of these fields is to meet domestic demand rather
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than exports.  

Bearish sentiment in the oil market has continued in early morning trading today. Chinese PMI
data released over the weekend have raised further concern over demand. China’s manufacturing
PMI came in at 49.1 for August, below the consensus of 49.5 and also the fourth consecutive
month of contraction in manufacturing activity.

The latest positioning data shows that speculators increased their net long in ICE Brent by 18,875
lots over the last reporting week, leaving them with a net long of 80,072 lots as of last Tuesday.
The move was driven predominantly by fresh longs. However, speculative positioning in the oil
market remains fairly limited due to demand concerns and the uncertainty over OPEC+ policy.  

European gas prices remain well supported, rallying towards EUR40/MWh on Friday. This strength
comes as scheduled maintenance in Norway ramps up, reducing supply to Europe. Daily
Norwegian gas flows have fallen from close to 350mcm/day in early August to a little over
235mcm/day currently. These flows are likely to fall further with maintenance at Troll expected to
start this week. While this maintenance is scheduled, the market is nervous about any potential
overruns. Despite these lower flows from Norway, European gas storage continues to tick higher.
GIE data shows that storage is more than 92% full, above the 5-year average of 85% and largely in
line with levels seen at the same stage last year.

Metals – China’s copper exchange stocks drop
Weekly data from the Shanghai Futures Exchange (ShFE) show that copper stocks fell by 9,317
tonnes (-3.7% week-on-week) for an eighth consecutive week to 241,745 tonnes (the lowest since
the week ending on 8 March 2024) as of last Friday. In other metals, weekly exchange inventories
for zinc, and aluminium fell marginally by 1%, and 0.5% respectively. In contrast, lead inventories
reported inflows of 2,172 tonnes (+9.2% WoW) to 25,851 tonnes at the end of last week.

Data from the Chilean copper commission Cochilco shows that copper output in Chile rose 2% YoY
to 433.6kt in July. Cumulatively, output increased 2.4% YoY to 3.04mt in the first seven months of
the year. However, production fell 2% month-on-month due to recent mining disruptions.

Agriculture – ISO forecasts sugar deficit to grow in 2024/25
The International Sugar Organization (ISO) expects the global sugar balance to remain in a supply
deficit of 3.6mt in 2024/25 primarily due to lower output. Total sugar output is expected to decline
from 181.3mt in 2023/24 to 179.3mt, while consumption is forecast at 182.9mt. The group expects
sugar production in CS Brazil to remain healthy in 2024/25. The ISO also cut its 2023/24 sugar
deficit estimates significantly from 3mt to just 200kt.

Recent reports suggest that India has lifted restrictions on sugar mills and distillers using cane juice
to make ethanol (starting from November 2024). The move will help the government’s target of
20% ethanol blend in gasoline. This could prolong India’s sugar export curbs, keeping the global
market tight.

The latest CFTC data shows that speculators covered a large portion of their short in No.11 raw
sugar. Speculators bought 42,389 lots over the last reporting week, which saw them flip from a net
short to a net long of 15,375 lots. The move was largely driven by short covering. This move comes
after growing concerns in CS Brazil over the impact fires and dry weather will have on the current
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sugarcane harvest.
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