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Metals

Copper had a pause in its recent rally yesterday, retreating to a session low of US$10,142/tonne.
Weaker GDP growth from China weighed on the market. The record squeeze in LME copper spreads
saw 6,900 tonnes of gains in warrants from Asia. However, spreads still indicate persistent nearby
tightness, with the Oct 21-Nov 21 spread surging to over US$1,010/tonne. Zinc also saw prices
retreat in London, but they are still hovering around a 14-year high. However, LME 3M aluminium
prices saw further strength. Prices spiked to an intraday high of US$3,230/tonne, though it pared
some gains at the close. The light metal’s price is only slightly shy of its historical record of
US$3,380/tonne seen in 2008, but the cash contract saw a record high of US$4,200/tonne back in
June 1988.

Russia is set to cancel the 15% tax on exports of aluminium alloy, while the tax on unwrought
aluminium is set to remain in place. Earlier this year, Russia introduced a 15% tax on several
aluminium products, including unwrought aluminium and some value-added products, effective
from 1 August to 31 December this year. The introduction of the tax did lead to a further rise in
premia in the European market. The export tax on ferrosilicon will also be cut from 15% to 5% next
year.
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Aluminium production costs in China are set to rise significantly amid the ongoing power crunch,
especially after the recently announced power market reform. The ‘base + floating’ now allow the
on-grid price to fluctuate more than 20% on top of the base price for the nation’s energy-intensive
sectors. According to a Bloomberg report, Guangxi province, one of the major aluminium
production hubs in China, is set to slap a 50% premium on electricity prices for those energy-
intensive industries. Aluminium smelting is one of the industries that could be faced with a hike in
power prices. It also said that those power users without term-supply contracts would have to pay
the premium from this month, and charges with term contracts will need to be renegotiated
according to the new power price mechanism.

Energy

ICE Brent briefly broke above US$86/bbl yesterday, hitting its highest levels since 2018. However,
the market was unable to hold onto this strength, with Brent retreating back towards US$84/bbl.
This weakness has continued in early morning trading today. A fall in US industrial production in
September would have not helped sentiment, along with weaker GDP numbers from China.

The latest Drilling Productivity Report shows that the EIA expects that US shale oil production will
increase by an estimated 77Mbbls/d in November to 8.22MMbbls/d. The bulk of this increase is
expected in the Permian region. Production in the Permian in November is forecast to average
4.89MMbbls/d, which would be the highest production level since March 2020. The EIA also
reported that the number of drilled but uncompleted wells (DUCs) fell by 241 over the month to
total 5,385 by the end of September. The number of DUCs has fallen by a significant 3,549 since
peaking in June last year at 8,934. The decline in DUC inventory has helped to sustain US
production. However, we are getting to levels where it is difficult to rely on DUCs to sustain
output and so the need for a pickup in drilling activity.

Agriculture

Trade data from China’s Customs shows that corn imports remained very strong last month,
increasing 227% YoY to 3.53mt in September, while year-to-date imports stand at 24.93mt, up
275% YoY. Relative underperformance of corn compared to wheat over the past few months has
been supportive for corn demand from the domestic animal feedstock industry as farmers switch
back to corn. Excessive wet weather over the past few weeks has also weighed on domestic supply
sentiment and remains supportive for corn imports. Wheat imports were soft last month, falling
40% YoY to 640kt; although YTD wheat imports are still up by around 25% YoY to total 7.59mt.
Stronger global wheat prices and lower exports from Russia and the US has weighed on China’s
imports. Finally, sugar imports increased 61% YoY to total 870kt, while YTD imports are up 38% YoY
to total 3.84mt.
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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 BR0O00341) 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.

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