THINK economic and financial analysis

ING

Snap | 18 February 2020 Commaodities daily

The Commodities Feed: LNG pressure

Your daily roundup of commodity news and ING views

iy

L

Energy

ICE Brent closed higher for a fifth consecutive day on Monday, taking the market to levels last seen
back in late January. It has been a fairly quiet start to the week, possibly owing to the fact that it
was President’s Day in the US yesterday. The strength in the market was not isolated to the flat
price, with the prompt ICE Brent time spread continuing to strengthen, trading to a backwardation
of US$0.18/bbl. Opportunistic buying at lower levels appears to have provided a floor to the market
for now. Meanwhile, Libya's National Oil Corporation has said that oil production in the country has
fallen to 135.7Mbbls/d, as a result of the export blockade that continues in the country. For now,
this lower supply is helping the rest of OPEC+ out and allowing them to delay a decision on further
cuts. However, if this supply were to return to the market fairly quickly, this would likely require a
timely response from OPEC+ given the current demand picture. Finally for oil, given it was a public
holiday in the US yesterday, weekly oil numbers will be delayed by a day. Therefore APl numbers
will be out tomorrow, whilst EIA inventory numbers will be released on Thursday.

Finally, moving to LNG and spot prices in Asia continue to come under pressure, with the market
trading below US$3/MMBtu now. The surplus environment expected in the market this year meant
that prices were always going to be under pressure for much of the year. However Chinese
demand concerns and the risk of Force Majeure declarations have only weighed further on the
market. This pressure in the Asian market continues to have repercussions on other regional
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markets, with European hub prices continuing to trade at depressed levels, with the threat of
additional spot cargoes making their way into the region.

Metals

Copper along with other base metals made a positive start on Monday supported by China's move
to reduce its interest rates on medium-term loans to the lowest since 2017. LME copper edged
above the US$5800/t mark (the highest level in three weeks), with further stimulus measures
expected from the Chinese government. Meanwhile, LME data shows that copper cancelled
warrants jumped by 8.5kt (the highest since last November), bringing the total to 36kt yesterday.
Total LME copper inventories stood at 161kt as of 17th February- largely unchanged. However, a
weaker property market is a concern for metals demand in the near-term, with the latest

data from NBS showing that China’s new home prices expanded by just 0.27% MoM in January; the
slowest growth since February 2018.

Turning to spreads, and there is a clear divergence between sister metals, lead and zinc. The LME
lead cash-3m backwardation has grown to US$30/t, while the Feb/Mar spread jumped to US$37/t
yesterday, compared to just US$7 a week ago. Meanwhile, the contango at the front end of the
curve for zinc continues to steepen, with the cash-3m spread climbing to US$15.25/t.

Turning to precious metals, and following Johnson Matthey last week releasing its expectations for
a deeper supply deficit in 2020 for palladium, Anglo American, estimates the deficit for palladium
to widen to 1.9mO0z in 2020, compared to a 1.2m0Oz deficit last year. However, this outlook will
depend on how the auto industry performs this year, and at the moment it is not looking that
constructive. Last week China Passenger Car Association (CPCA) estimated that car sales could
drop by more than 30% MoM in February, after posting its biggest decline of 22% MoM in January.

Daily price update

ICE Brent (US$/bbl) 57.67 0.61 -12.62 Spot Gold (US$/0z) 1,581.1 -0.18 4.21
NYMEX WTI (US$/bbl) N/A N/A N/A Spot Silver (US$/0z) 17.7 -0.27 -0.89
ICE Gasoil (US$/t) 510 -0.83 -16.90  LME Copper (US$/t) 5,812 0.90 -5.86
NYMEX HO (Usc/q) N/A N/A N/A LME Aluminium (US$/t) 1,721 -0.06 -4.92
Eurobob (US$/t) N/A N/A N/A LME Zinc (US$/t) 2,172 1.07 -4.40
NYMEX RBOB (Usc/g) N/A N/A N/A LME Nickel (US$/t) 13,110 0.73 -6.52
NYMEX NG (US$/mmbtu) N/A N/A N/A
TTF Natural Gas (EUR/MWh) 9.31 488 -22.73 CBOT Corn (Usc/bu) N/A N/A N/A
CBOT Wheat (Usc/bu) N/A N/A N/A
API2 Coal (US$/t) 53 0.19 -3.76 CBOT Soybeans (Usc/bu) N/A N/A N/A
Newcastle Coal (US$/t) 70 -0.64 1.23  ICE No.11 Sugar (Usc/Ib) N/A N/A N/A
SGX TSI Coking Coal (US$/t) 160 0.47 13.34 ICE Arabica (USc/lb) N/A N/A N/A
SGX Iron Ore 62% (US$/t) 87.78 1.99 -3.88 ICE London Cocoa (GBP/t) 1,983 1.02 9.02

Source: Bloomberg, ING Research
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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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