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The Commodities Feed: OPEC+ expected
to confirm supply increase
Your daily roundup of commodity news and ING views

Energy
Oil prices appear well supported, with ICE Brent still in striking distance of the US$70/bbl level.
While there are concerns over tighter Covid-19 related restrictions across parts of Asia, the market
appears to be more focused on the positive demand story from the US and parts of Europe. In the
US, the summer driving season officially got underway following the Memorial Day weekend, and
we have entered this period with gasoline inventories already trending lower, and not too far from
a 5-year low for this time of the year.  Given that demand is expected to continue edging higher,
this suggests that we will only see a further tightening in the US gasoline market, which should be
supportive for gasoline cracks over the coming months.

Preliminary OPEC production numbers for May are starting to come through, and according to a
Reuters survey, the group’s output increased by 280Mbbls/d MoM to average 25.52MMbbls/d in
May. However, this was much less than the group was allowed to increase over the month. Under
the deal, OPEC was allowed to increase output by 277Mbbls/d MoM, whilst Saudi Arabia was also
set to bring an additional 250Mbbls/d back over the month (this was part of the additional
voluntary cuts the Kingdom made). The shortfall was a result of involuntary reductions from
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Nigeria and Angola, while Iranian supply is also thought to have declined over the month.

Later today, OPEC+ will hold their monthly meeting to discuss production policy. The key question
for the market whether the group goes ahead with the planned output increase over June and
July, particularly with the prospect for additional supply from Iran and demand concerns from
parts of Asia. However, we believe that the market will be able to absorb this additional supply, and
so would expect the group to confirm that they will increase output as planned over the next 2
months. The market will also be looking for any hints from the group on what they may do with
supply after July. Our balance sheet also shows that the group has room to increase output later
this year, despite the potential for further Iranian supply.

Metals
With respect to copper, on Friday, almost 99% of union members (which includes operators and
maintenance staff) at BHP’s Spence mine rejected the management’s latest wage offer and opted
for strike action. BHP is expected to request a 5-day period of government mediation in order to try
to reach a deal. Meanwhile, strike action by remote operation workers in Santiago for BHP’s
Escondida and Spence copper mines entered its fifth day on Monday. In addition, wage talks with
the main union at the Escondida mine are scheduled to begin in June, and any disagreement
between management and the union could raise concerns for strike action at the world’s largest
copper mine.
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