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The Commodities Feed: USD surge
A rallying USD following this week’s hawkish FOMC meeting has kept
the pressure on the commodities complex. In the short term,
sentiment is likely to remain negative. However, in the medium to
longer term, there are clear supply risks for a number of commodities
which should prove constructive

Energy- USD weighs on oil
USD strength and a more hawkish FOMC meeting this week have proved too much for the oil
market (and broader risk assets) with ICE Brent settling more than 1.5% lower on the day. The
increasingly gloomy macro outlook is providing some strong headwinds to the oil market and
without the supply cuts announced by OPEC+ back in October, we would likely have been trading
at much lower levels. In fact, OPEC+ cuts have provided some stability to the market in the short
term. However, this is likely to change once the EU ban on Russian oil comes into force next month
for crude and in February for refined products.

The UK government yesterday announced that it would impose a ban on the use of UK insurance,
brokerage and shipping services for the purchase of Russian oil from 5 December. This aligns the
UK with similar action taken by the EU. However, under the G-7 price cap, the ban will not be
applied to Russian oil bought at or below the price cap. Although, for now, it is still not clear at
what level the G-7 will set the price cap.
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The US natural gas market came under pressure yesterday. Henry Hub settled almost 4.7% lower
over the day. The weakness in the market was driven by US inventory data which showed that US
gas storage increased by 107bcf, which was above market expectations of closer to 100bcf and
also well above a 5-year average build of 45bcf for this time of year. The increase means that total
US natural gas storage is 3.5tcf, which leaves inventories 3.7% below the 5-year average.

Metals – Las Bambas copper mine to progressively halt
production
MMG’s Las Bambas copper mine in Peru will be forced to progressively halt its production due to
road blockades. Since 28 October, communities have blocked the roads used by Las Bambas in
Chumbivilcas and an alternate road in Paruro. Protests against the mining sector have spread to
Glencore’s Antapaccay, where civil organizations demand alleged unfulfilled commitments.

Readily available zinc inventories in LME warehouses jumped by 13,600 tonnes to 36,625 tonnes
yesterday – the biggest tonnage increase since 14 December. The increase was driven by a drop in
orders to withdraw metal from Taiwan. The cash/3m spread for zinc eased to a backwardation of
US$17.25/t yesterday compared to a backwardation of US$38.50/t  at the beginning of the week
and year-to-date highs of US$218/t on 23 June.

Ghana’s only aluminium smelter temporarily shut down after pay protests threatened the safety
of its operations. Volta Aluminium halted production after cutting power to its smelter because of
an invasion by protesting workers. Unions representing workers are asking for a 55% pay increase
and for their pay to be linked to the US dollar. The company is producing 50kt currently, below its
installed capacity of 200kt, as only two out of its five pot lines are running due to a lack of
maintenance and repairs.
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