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The Commodities Feed: IEA revises oil
demand higher
Your daily roundup of commodity news and ING views

Energy
The oil market got a boost higher yesterday, following a more positive release from the IEA, where
the agency revised higher its demand estimates from the previous month. The IEA now expects
demand in 2Q20 to fall by 19.9MMbbls/d YoY, given the gradual easing in lockdowns that we are
seeing over the quarter. This compares to their previous estimate of demand falling by
23.1MMbbls/d over the quarter. These revisions mean that the IEA now expects annual demand to
fall by 8.6MMbbls/d YoY versus a previous forecast of a 9.3MMbbls/d decline YoY. The key risk to
these numbers is a second wave of the Covid-19 outbreak, as countries lift their lockdowns. The IEA
also pointed out the supply response to the low price environment, with already significant supply
reductions seen. The agency expects that total supply in May will fall by 12MMbbls/d to
88MMbbls/d, as a result of OPEC+ production cuts and market-driven declines from producers
outside the alliance.

Despite recovering demand and falling supply, the market is still in surplus. However, the scale of
stock builds is significantly less than what was seen over April. This easing has meant that time
spreads continue to strengthen, with the contango in the ICE Brent Jul/Aug spread narrowing to
US$0.45/bbl - levels last seen in early March, and quite a bit stronger than the US$2.50/bbl
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contango we saw back in late April. The fundamentals in the market are clearly improving. But we
still believe that in the near-term, the upside is limited given that we are still in a surplus
environment and as there is plenty of inventory for the market to digest.

Metals
The risk-off sentiment in broader markets weighed on the base metals complex yesterday with
copper falling around 1%, while the likes of zinc and nickel came under further pressure. For
copper, large inventory inflows into LME warehouses and reports of the restarting of mining
operations in Peru have also added to the bearish sentiment. LME warehouses yesterday saw
copper inflows of around 55.7kt. These large inflows made up for the withdrawals that the market
had been seeing since mid-April, and pushed inventories to YTD highs of 282.7kt, with large
volumes in Asia (+34kt) and Europe/US (+21kt). Meanwhile, some miners in Peru have restarted
operations after getting approval from the federal government. The National Mining, Oil and
Energy Society said that production will reach around 80% of capacity in the first phase of the
restart.

For lead, French producer, Recylex, said yesterday said its Weser-Metall lead production plant in
Germany, had filed for insolvency along with other units in the country. The plant produces around
105kt of lead per annum, which is around 5% of total European refined lead production. We think
that the potential losses from this lead plant will have more of a significant impact on the ex-China
lead balance.

Looking ahead, China will release its metals production data for April later today, and the numbers
will be watched closely to gauge the pickup in industrial activity, and availability of raw material.
Whilst smelters and refiners have resumed operations in China, raw materials remain in tight
supply with treatment charges for both copper and zinc falling significantly over the past few
months. 

Daily price update
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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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