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The Commodities Feed: Copper settles
above US$6k

Your daily roundup of commodity news and ING views
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Energy

After deeper than expected OPEC+ cuts boosted oil prices, the market already appears to have
moved on, with the outright (flat) price settling lower yesterday, and opening weaker this
morning as well. Now with OPEC+ meetings out of the way, the market will likely focus back to
trade talk developments, particularly with the 15 December "deadline" fast approaching.

While ICE Brent flat price continues to trade in a range of US$60-65/bbl, time spreads continue
to strengthen. The ICE Brent Feb/Mar spread hit backwardation of US$1/bbl, up from
US$0.64/bbl at the end of November. This strength continues to tell us that the prompt
physical market is tight, and this is aligned with our balance sheet, which shows hefty stock
drawdowns over the last quarter of this year. Looking to 1Q20, and following the OPEC+ action,
time spreads are also likely to be better supported now, with expectations that the surplus
over the period will shrink considerably.

Looking ahead to the rest of the week, there are a number of relevant data releases. Today we
will get the usual API numbers for US oil inventories. Expectations are that crude oil stocks in
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the US declined by 2.5MMbbls according to a Bloomberg survey. We should continue to see
refinery run rates edging higher, which supports the idea of a crude oil draw. This will be
followed by EIA numbers on Wednesday. Meanwhile, on Wednesday, OPEC releases

its monthly oil market report, which will include production estimates for November alongside
supply & demand forecasts for 2020. Finally, on Thursday, the IEA will release its monthly oil
market report, and the market will be keen to see if the agency thinks that OPEC+ has done
enough to eat away at the surplus over 1Q20.

Metals

Having been largely rangebound for much of 2H19, copper has been looking for a break higher,
given its relatively more constructive fundamentals (mainly supply-side developments).
Yesterday LME copper managed to do this, settling above US$6,000/t, and reaching levels last
seen in July this year. There are a number of drivers behind this latest move.

e Firstly, last Friday, China said that it would waive tariffs on imports of soybean and pork
from the US. Since then there have been reports that Chinese buyers bought at least five
bulk cargo shipments of U.S. soybeans after Beijing provided at least 1mt in new tariff
waivers. This is sending a positive message to the market ahead of the December 15th
deadline for tariff hikes. Clearly the market is anticipating a positive outcome to the
phase one deal. The risk is that negotiations fail and further tariffs are imposed on the
15 December.

e Secondly, last week's China Central Economic Conference sent a key message that
Beijing vows to maintain economic growth in a reasonable range and strengthen
infrastructure investment growth. This has added fresh hopes to copper demand.

e Thirdly, LME inventories have been in a downward trend. After hitting an intra-year high
of 338kt at the end of August, stocks have fallen by 43% to just 191kt on Monday.

e Finally, last week's release of China's scrap import quota has turned out to be a bit
disappointing, which suggests that short-term scrap supply is likely to remain tight in
China.

These factors combined have outweighed some less promising indicators, such as weaker US
ISM manufacturing data and China exports. That said, the most recent rally is largely driven by
hope for a trade deal and future demand. We have yet to see any substantial improvement in
physical demand. As we approach the trade tariff deadline this Sunday, trade-related
headlines over the remainder of the week will remain key for market sentiment. If tariffs were
to get delayed, the market may still take this as a positive sign, as it would suggest that both
sides are still working towards a deal. For more on this, read the latest from our Chief
Economist in Asia.

Turning to precious metals, palladium prices have continued their surge, and the
palladium/platinum price ratio has hit a fresh high of 2.11. This stellar performance is deeply
rooted in its market deficit this year, which has exceeded market expectations. Palladium's
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strength has been driven by stronger demand from the auto industry, as stricter emissions
requlations have increased loadings in auto-catalysts. Meanwhile, supply remains fairly
inelastic, and it is hard to see a quick response in the imminent future. This is because
palladium supply is usually a by-product of other mining activity, and also because supplies
are concentrated in Russia and South Africa, with labour-related issues in the latter limiting
further investment.

Daily price update

ICE Brent (US$/bbl) 64.25 -0.22  19.42  Spot Gold (US$/oz) 1,461.7 010  13.97
NYMEX WTI (US$/bbl) 59.02 -0.30  29.97  Spot Silver (US$/oz) 16.6 0.18 7.17
ICE Gasoil (US$/t) 586 -0.17 14.78 LME Copper (US$/t) 6,075 1.42 1.84
NYMEX HO (Usc/g) 194 -0.40 1567 LME Aluminium (US$/t) 1,757 -0.45 -4.82
Eurobob (US$/t) 569 -0.20  18.68  LME Zinc (US$/t) 2,239 0.04 -9.24
NYMEX RBOB (Usc/g) 165 045 2501  LME Nickel (US$/t) 13,340 -1.00  24.79
NYMEX NG (US$/mmbtu) 2.23 -4.37  -24.08
TTF Natural Gas (EUR/MWh)  14.89 -1.67 -32.27  CBOT Corn (Usc/bu) 366 -0.20 -2.47
CBOT Wheat (Usc/bu) 532 -0.09 571
API2 Coal (US$/t) 58 -0.69 -31.10 CBOT Soybeans (Usc/bu) 897 0.87 1.67
Newcastle Coal (US$/t) 67 -0.81 -33.88  ICE No.11 Sugar (Usc/Ib) 13.38 1.52 11.22
SGX TSI Coking Coal (US$/t) 141 -1.85 -33.28 ICE Arabica (USc/Ib) 127 291 24.99
SGX Iron Ore 62% (US$/t) 91.90 5.32 32.29 ICE London Cocoa (GBP/t) 1,990 -0.60 12.68

Source: Bloomberg, ING Research

Author

Warren Patterson
Head of Commodities Strategy
Warren.Patterson@asia.ing.com

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 BRO00341) 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

Snap | 10 December 2019 3


mailto:Warren.Patterson@asia.ing.com

THINK economic and financial analysis

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.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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