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The Commodities Feed: OPEC+ cuts
Your daily roundup of commodity news and ING views
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Energy
Oil markets got a boost on Friday after OPEC+ agreed to deepen production cuts over 1Q20 by
500Mbbls/d, taking total cuts to 1.7MMbbls/d. While cuts of 500Mbbls/d are not overly bullish, given
that OPEC+ are already over-complying with the current deal, what made the announcement
constructive (and a surprise to the market), was the fact that Saudi Arabia said it will produce
around 400Mbbls/d below its new quota level. This would effectively take OPEC+ cuts to
2.1MMbbls/d. 

Saudi Arabia's new quota level will be around 10.1MMbbls/d, and so they would be producing at
around 9.7MMbbls/d over the first quarter, which is slightly lower than the 9.8MMbbls/d that
production has averaged so far over 2019.

While this is clearly more than the market was expecting and has been constructive in the
immediate-term, the key question is whether this is enough. We do not expect that these cuts will
bring the market to balance over 1Q20. However, the cuts will take a significant surplus down to
less daunting levels.  The deal is still set to last only through until the end of 1Q20, while the
balance sheet continues to show a large surplus over 2Q20. Therefore, assuming no significant
changes in expectations of non-OPEC supply growth, we would expect that OPEC+ would have to
roll over the deal through until the end of June 2020, though the level of cuts will likely revert back
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to 1.2MMbbls/d from the current 1.7MMbbls/d. This decision will likely be made in early March when
OPEC+ is set to meet once again.  

Metals
(London Metal Exchange) LME metal prices were well supported on Friday after reports emerged
that China is prepared to waive import tariffs on US soybean and pork products and that both
countries are edging closer to an agreement. Meanwhile, a better-than-expected US non-farm
payroll outcome in November also gave market-sentiment a boost.

Nickel was an outperformer with 1.5% gains on Friday, recouping some of the losses made earlier
in the week on speculation that China’s Nickel Pig Iron (NPI) output could soften in December due
to a squeeze on profit margins for NPI producers. On LME, cancelled warrants for nickel stocks
increased by 3,606 tonnes, pushing down LME nickel on-warrant stocks to a 1-month low of 35,946
tonnes. This provided further support to nickel. However, nickel supply from Indonesia is likely to
remain strong in December - the last month before export restrictions are enforced - which would
keep the market well supplied in the short-term at least.

On the trade side, China Customs released headline import and export data on major commodities
on Sunday for November. Exports of unwrought aluminium and semis products managed to grow
by 4.9% MoM, temporarily dismissing concerns over slowing exports. Imports of copper
concentrate remained very strong, reflecting increased smelter capacity. Meanwhile  ‘unwrought
copper and copper semis’ imports registered strong growth of 12.1% from the prior month,
although the year-to-date figure was still down by 8.5% on a year-on-year basis.
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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
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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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