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The Commodities Feed: Further
lockdowns weigh on oil

Your daily roundup of commodity news and ING views

Energy

Oil remains under significant pressure in early morning trading in Asia, with ICE Brent down more
than 5% at one stage, and with prices trading back at levels last seen in May. News that further
countries in Europe will re-enter lockdown is not proving great for sentiment. In recent days
France, Germany, the UK and Belgium have announced that they will be going back into lockdown,
and three of these four countries are significant oil consumers in the region. If we look at pre-
Covid-19 demand numbers, these four countries consumed around 6MMbbls/d or the equivalent of
a little over 6% of global consumption, and so no surprise that we are seeing the market reacting
this morning.

The pressure that we are seeing on oil will be a real concern for OPEC+, particularly with Brent now
well below US$40/bbl. New lockdowns, Libyan supply and this price pressure mean that it is looking
increasingly likely that OPEC+ roll over current cuts into January. However, we will still have to wait
until their meeting at the end of this month before a decision will be made. If this downward
pressure on the market continues, there is nothing ruling out the group having an emergency
meeting to try calm market fears.

Snap | 2 November 2020 1



THINK economic and financial analysis

Another key uncertainty for the market is the US presidential election tomorrow, and the
consequences this could have on oil. A Biden victory could see the US taking a less hawkish stance
with Iran, and so raising the possibility that we see oil sanctions against Iran removed. While it is
still unclear how high Iran would be on Biden's priority list, a win for the Democrats could put some
downward pressure on oil prices, with the possibility of 1.5-2MMbbls/d of oil supply returning to the
market over time.

Metals

Base metals (with the exception of aluminium) headed lower on Friday, as a continuous surge in
Covid-19 cases weighed on sentiment. LME copper prices fell below US$6,700/t at one stage, while
nickel was the biggest loser on Friday, falling more than 2%. Meanwhile, the suspension of
operations at Chile’s Candelaria copper mine continued on Friday, with management and union
workers failing to reach an agreement. Operations at the mine have been suspended since 20
October.

Over the weekend, China released its manufacturing PMI, which showed that factory activity was
still in the expansion zone over October, albeit at a slower pace. Looking ahead, and the key focus
for metal markets in the coming days will be the outcome of the US election.

As for the latest CFTC data, this shows that speculators reduced their net long position in COMEX
copper, selling 3,321 lots over the last reporting week, and leaving them with a net long of 88,257
lots as of last Tuesday. For precious metals, speculators trimmed their net long in COMEX gold by
3,702 lots, to leave them with a net long of 131,609 lots, while increasing their net long in silver by
1,708 lots.

Agriculture

CBOT corn and soybeans traded softer last week, as increasing Covid-19 cases in Europe and the
US along-with fresh lockdowns dimmed risk appetite, which appears to be prompting speculators
to liquidate some of their excessive longs. CFTC data showed that money managers held 276,235
lots of net long position in CBOT corn as of 27 October, the largest net long position in over five
years, as Chinese purchases of US corn and dry weather buoyed sentiment. Speculators added
57,410 lots to the net long position over the last reporting week. The majority of this buying was
fresh longs entering the market. While we appear to have seen some profit-taking in recent days
(post COT reporting period), the fundamentals remain constructive for corn, with robust Chinese
demand.
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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 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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