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The Commodities Feed: The Fed goes big
The 50bp cut from the Fed led to some brief price spikes across the
commodities complex. However, with the 50bp cut largely priced in,
the move was short-lived

US Federal Reserve
Chairman Jerome
Powell

Energy – SPR refill
While oil prices saw a brief spike following the Fed's 50bp rate cut, the market settled marginally
lower on the day. In early morning trading in Asia, oil is again under pressure. Expectations for a
50bp cut had grown in recent weeks, so the move was largely priced in.

For oil, that means attention will likely turn back to demand worries. China has obviously been the
key concern when it comes to demand, but there have also been reports of refiners in Europe
cutting run rates due to poor margins.

EIA weekly numbers yesterday showed that US commercial crude oil inventories fell by 1.63m
barrels over the last week, somewhat different to the 1.96m barrel build the API reported the
previous day. US commercial crude oil inventories are now at their lowest level in a year. Crude
inventories at the WTI delivery hub, Cushing, also fell by 1.98m barrels over the week to 22.71m
barrels, which will also create noise around inventories nearing tank bottoms and provide some
support to prompt WTI timespreads. The draw in inventories was driven by trade. Crude oil exports
grew by 1.28m b/d WoW, while imports fell by 545k b/d. On the refined product side, small builds
were reported. Gasoline and distillate stocks increased by 69k barrels and 125k barrels
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respectively. Gasoline demand continues to trend lower following the end of the summer driving
season. The 4-week average implied demand number fell by 104k b/d WoW to 8.88m b/d.

The US administration is looking to buy 6m barrels of crude oil for the Strategic Petroleum Reserve
(SPR) for delivery February-May 2025. Given the recent weakness in oil prices, it makes sense for
the Department of Energy (DoE) to increase purchases to refill the SPR. The DoE’s target price is
below US$79.99/bbl, while WTI early 2025 forwards are trading sub-$69/bbl currently.

Metals – Zinc surplus eases
The latest data from the International Lead and Zinc Study Group (ILZSG) shows that the global
zinc market recorded a surplus of 254kt in the first seven months, lower than the surplus of 466kt
during the same period last year. Global refined zinc production remained almost flat at 8.1mt,
while total consumption reported gains of 2.6% YoY to 7.8mt between January and July 2024. As
for lead, total production was flat at around 7.6mt while consumption fell by 1.3% YoY to 7.5mt
over the first seven months of the year. The global lead market witnessed a surplus of 59kt in
Jan’24-Jul’24, compared to a deficit of 36kt during the same period last year.

The latest batch of trade numbers from Chinese Customs shows that imports of unwrought
aluminium and aluminium products rose 2% YoY to 280kt in August, while cumulative shipments
increased 51% to 2.6mt in the first eight months of 2024. For steel products, exports increased by
almost 15% YoY to 9.5mt, which leaves cumulative steel product exports at 70.58mt over the first
eight months of the year, up 20% YoY. Weaker domestic demand continues to see larger volumes
of steel exports from China.

Agriculture – Ukrainian grain exports
The latest data from Ukraine’s Agriculture Ministry shows that grain exports so far in the 2024/25
season rose by 51% YoY to 8.9mt as of 18 September. This includes wheat exports of 5mt (+76%
YoY) and corn shipments of 2.5mt (almost the same as last year). Farmers have already harvested
30mt of the grains.

Trade numbers from China Customs show that corn imports dropped 64% YoY (for a fourth
consecutive month) to 430kt in August, while cumulative imports declined 15.7% YoY to 12.6mt in
the first eight months of the year. China has already taken steps to protect farmers by limiting
overseas purchases with domestic warehouses holding plenty of grain. For wheat, monthly
imports fell 51% YoY to 410kt. However, cumulative imports are still up 9.8% YoY to 10.5mt in
Jan’24-Aug’24.
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