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Energy

While the oil market has remained rather dull lately, the Asian LNG market has seen quite a bit
more excitement, with prices having rallied significantly over the last week, and with the market
now trading back above US$4/MMBtu. There have been reports of a slight pickup in demand,
however this does not justify the rally we have seen. Instead we are seeing some supply concerns
out of Australia. The restart of Gorgon's train 2 has been pushed back to September, rather than
July, with maintenance work taking longer than expected. Meanwhile safety requlators have also
ordered the inspection of trains 1 and 3, and it's not yet fully known how these inspections will
impact operations. Each of the three trains at Gorgon have a nameplate capacity of 5.2mtpa. It is
questionable how sustainable the strength in the Asian market is, with stronger prices likely to lead
to stronger spot inflows into the region once again.

Back to oil, and yesterday the EIA released its monthly Drilling Productivity Report, in which they
forecast that US shale oil production will fall by 19MMbbls/d month-on-month in September to
7.56MMbbls/d. The number of drilled but uncompleted wells (DUCs) increased by 30 over July to
total 7,685. In July, we continued to see a slowdown in drilling, and obviously in well completions,
too. In the months ahead, given the lack of drilling activity, we would expect the industry to draw
down DUC inventory in order to try to maintain output around current levels.

Finally, the API will release weekly inventory numbers later today. Expectations are that US crude
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oil inventories fell by around 2.85MMbbls over the last week. If we do see a drawdown, and if this is
also confirmed by the EIA tomorrow, it will be the fourth consecutive week of declines in US crude
oil inventories. As for products, expectations are that we will see draws of 1.2MMbbls and
1.3MMbbils in gasoline and distillate fuel oil, respectively.

Metals

Base metals have been well supported following China’s recent move to boost liquidity. The
People’s Bank of China added CNY700B (US$101 billion) of one-year funding through the medium-
term lending facility yesterday in an effort to help the economy recover from the Covid-19
pandemic. LME copper prices have continued to strengthen, heading towards the US$6,500/t mark.
Falling LME inventories have also been supportive for the metal, with them falling by over 50% in
the past three months, and reaching the lowest levels since 2008. Yesterday, stocks fell by 3.2k,
taking total inventories to just 110kt.

Agriculture

The weekly crop progress report from the USDA showed that corn and soybean crop conditions in
the US weakened slightly over the week due to bad weather, especially in the Midwest region. The
agency estimates 69% of the US corn crop to be in good-to-excellent condition, compared to 71%
last week; but still significantly higher than the 56% seen last year. Meanwhile, 72% of the
soybean crop was rated to be in good-to-excellent condition, marginally down from 74% last
week, but up from 53% last year. In lowa, where storms were severe, the share of the crop in
good-to-excellent condition dropped from 69% to 59% for corn and from 70% to 62% for soybean.

Data from the National Oilseed Processors Association (NOPA) shows that soybean crushing in the
US increased 2.8% year-on-year (+3.3% MoM) to 172.8m bushels in July, and was also above the
little more than 170m bushels the market was expecting.

Finally, the latest estimates from the Ukrainian government see the wheat crop totalling 26.5mt
this season, down 6.4% YoY, while total grains output for the country is estimated at 72.1mt,
which would be 4% lower YoY. The government has also set its wheat export target at 17.5mt for
the 2020/21 season, which compares to exports of around 20.5mt last season.

Daily price update

ICE Brent (US$/bbl) 45.37 127 -26.86 Spot Gold (US$/0z) 1,985.3 2.07 30.85
NYMEX WTI (US$/bbl) 42.89 2.09 -29.76  Spot Silver (US$/0z) 27.5 3.93 53.96
ICE Gasoil (US$/t) 375 013 -36.47 LME Copper (US$/t) 6,446 1.25 4.41
NYMEX HO (Usc/q) 124 019 -3891 LME Aluminium (US$/t) 1,756 0.57 -2.98
Eurobob (US$/t) 395 0.49 -33.16 LME Zinc (US$/t) 2,442 S ) 7.48
NYMEX RBOB (Usc/q) 127 2.04 -25.20 LME Nickel (US$/t) 14,599 1.62 4.09
NYMEX NG (US$/mmbtu) 2.34 -0.72 6.85
TTF Natural Gas (EUR/MWh) 8.18 2.02 -32.11 CBOT Corn (Usc/bu) 331 2.00 -14.64
CBOT Wheat (Usc/bu) 517 3.30 -7.56
API2 Coal (US$/t) 49 -0.70 -1511 CBOT Soybeans (Usc/bu) 913 1.00 -3.23
Newcastle Coal (US$/t) 51 020 -26.14  ICE No.11 Sugar (Usc/Ib) 13.06 -0.31 -2.68
SGX TSI Coking Coal (US$/t) 111 lslZe 21 0 ICE Arabica (USc/lb) 116 0.74  -10.91
SGX Iron Ore 62% (US$/t) 117 0.89 28.01 ICE London Cocoa (GBP/t) 1,667 -1.54 -8.36

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
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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
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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
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for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
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Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
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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.

Snap | 18 August 2020 3


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

