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1%-3.5% fuel oil price spread (US$ per tonne)
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Energy
US oil stocks: The API report yesterday showed that US oil inventories increased by 4.1MMbbls last
week, significantly higher than the 1.95MMbbls stock build that the market was expecting,
according to a Bloomberg survey. On the products side, the API reported that gasoline and middle
distillate inventories dropped by 5.9MMbbls and 4MMbbls, respectively. Lower refinery run rates in
the US have been helping crude oil stocks to increase in the country while weighing on the
products inventory. Official EIA data is scheduled to be released later today.

Fuel oil price spread: The price spread between 1% and 3.5% fuel oil in Northwest Europe has
increased to a record high of above US$150/t as the deadline for ships to switch to IMO compliant
fuel approaches. Shipping companies have been shifting to low sulphur fuel oil (LSFO), which
continues to weigh on demand for high sulphur fuel oil (HSFO). The gasoil-HSFO price spread has
also increased to a five-year high of more than US$300/t currently. Meanwhile, ExxonMobil is
reported to have started 0.5% fuel oil deliveries to ports in Northwest Europe and Singapore, which
should improve the availability of IMO compliant fuel at ports and may further weigh on HSFO
demand.

Metals
Codelco keeps premium flat: Codelco is said to have set the copper premium for its Chinese and
Southeast Asian customers at $88/t for 2020 (basis cif Shanghai), unchanged from 2019. Currently,
the spot premium for China was reported at around $75/tonne, 19% lower year-to-date. Refined
copper imports during the first eight months have declined by 10% year-on-year, according to the
China Customs. The premium for 2020, though unchanged, came as a bit of surprise against the
backdrop that imports are slowing in tandem with China's copper demand growth. 

Lead’s Tuesday defeat: LME 3M lead prices saw a pullback on Tuesday. On a year-to-date basis,
lead remains the second-best performer within the base metals complex. It’s getting more certain
that the market balance this year has flipped, mainly due to smelter outages. We have said the
market may end up in balance or in a small deficit instead of the widely expected surplus (here). In
the meantime, a low stock level in LME sheds continues to offer support to prices. Demand towards
the end of the year is likely to be firm in the northern hemisphere winter season, remaining
supportive to prices in the near term. Risks are still largely on the supply side (Port Pirie's return to
normal and China's secondary supply), which could weigh on prices. However, we would have to
see a tangible rise in stocks for prices to see a major downturn.  

Agriculture
Brazil crop: Ahead of the production estimates for 2019/20 from CONAB later this week, a
Bloomberg survey estimates that the corn and soybean acreage could increase in the country,
which would support higher production. The Bloomberg survey shows soybean acreage increasing
from 35.9m ha in 2018/19 to 36.7m, which should push production higher by 6.7% year-on-year to
122.7mt. Similarly for corn, acreage is estimated to increase from 17.5m ha in 2018/19 to 18m ha
in 2019/20 with production likely to increase 1.5% YoY to 101.5mt. Higher demand for Brazilian
grains from China and a softer Brazilian real have been supporting the higher acreage for the year.
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THINK economic and financial analysis

Snap | 9 October 2019 3

Daily price update

Source: Bloomberg, ING

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 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.

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

mailto:Warren.Patterson@asia.ing.com
https://www.ing.com

