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Midland-WTI Cushing discount narrows (US$/bbl)

Source: Bloomberg, ING Research

Energy
Midland/WTI Cushing differential: The discount between Midland crude oil and WTI Cushing
continues to narrow, with the spread currently trading at $3.50/bbl, the narrowest since late
June. The spread has strengthened considerably since early September, following news that
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Plains All American will begin operations on its expanded Sunrise pipeline by the end of
October. Recent stock builds in Cushing would have also offered some support to this spread.
However, with strong production growth in the Permian expected to continue, it is likely that as
this additional pipeline capacity is utilised, the spread will come under pressure once again.     

Chinese refinery throughput: The latest data from the National Bureau of Statistics shows that
refiners in the country processed 51.34mt of crude oil over the month of September. This is
equivalent to 12.54MMbbls/d, and a 5.4% increase month-on-month, and 4% increase year-
on-year. Meanwhile, cumulative refinery throughput so far this year has averaged
12.2MMbbls/d, up 8.1% YoY.

Metals
Weaker than expected Chinese data: The latest data out of China this morning was on the
weaker side, with the country’s GDP growth slowing to 6.5% in the third quarter compared to
market expectations of 6.6% and down from 6.7% in the second quarter, while industrial
production growth also dropped from 6.1% in August to 5.8% in September. Beijing has
announced a number of stimulus measures to offset the impact of trade tensions with the US,
however this could take some time to feed through. Chinese metal imports have been strong
over 3Q18, but whether this reflects real consumption or stock building has yet to be seen.

Sharp fall in zinc inventories: On-warrant LME zinc stocks fell 23% (31.9kt) yesterday to
105.4kt providing support to the near-term spreads, with the LME zinc cash/3M spread
widening to a two-month high of $48/t. We continue to hold the view that there is further
upside to zinc prices over 4Q, however growing mine supply over 2019 should cap the rally.

Agriculture
CS Brazil sugar production: Industry body UNICA estimates that sugar production in the
current CS Brazil season could fall to 26mt from 36mt last season. The reduction is largely a
result of a strong allocation of sugarcane to ethanol production, given domestic ethanol prices
are more attractive than sugar prices. Meanwhile, as a result of poorer yields, UNICA expects
cane availability to fall to around 560mt, down from 596mt last season.
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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 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.
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