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The Commodities Feed: OPEC+ talks drag
on
Your daily roundup of commodity news and ING views

Energy
OPEC+ failed to come to an agreement on Friday, and so members will continue discussions later
today in order to try come to a deal. As a result, oil prices are holding relatively steady, awaiting
the outcome of talks later today. The obstacle to a deal at the moment appears to be the UAE,
which insists that the baseline used for its production cuts is increased if the deal is extended
further into 2022. The UAE over the weekend has said that it supports the proposed supply
increase of 2MMbbls/d between August and December, but believes that any decision on
extending the deal from April 2022 to the end of 2022 should be taken at a later date, particularly
given the issues the UAE has with its baseline. If the group finally agrees to a 2MMbbls/d increase
between August and the end of this year, it would still be below market expectations, given that it
would be equivalent to a monthly increase of 400Mbbls/d, while the market was expecting an
increase of at least 500Mbbls/d in August. As a result, this would be supportive for prices.
Meanwhile, failing to come to a deal may provide some brief upside to the market, with reports
that output would remain unchanged if OPEC+ does not come to an agreement. However,
realistically it could also signal the beginning of the end for the broader deal, and so the risk that
members start to increase output.
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Metals
Copper smelters in China and Chilean miner Antofagasta reportedly agreed on treatment charges
for concentrate term supplies at a level in the mid-US$50/t. This is lower than the roughly US$60/t
seen in 1H21, however, above current sport TC’s of US$42.5/t. Meanwhile, China is set to release
the first batch of metals from state reserves on Monday and Tuesday, as previously announced.
The first tranche of sales will include 20kt of copper, 30kt of zinc and 50kt of aluminium.

According to Mysteel, steel mills in Tangshan city in China who do not meet lower emission
targets, will have to cut output by 30% starting from the 2 July through until the end of this year.

Finally, the latest CFTC data shows that speculators increased their net long position in COMEX
copper after a decline of seven consecutive weeks, buying 8,310 lots over the last reporting week,
and leaving them with a net long of 27,576 lots as of last Tuesday. For precious metals, speculators
decreased their net long in COMEX gold by 3,647 lots, to leave them with a net long of 72,516 lots,
while increasing their net long in silver by 3,260 lots.

Agriculture
Argentina’s agriculture ministry estimates corn production in the country to surge to a record high
of around 59mt in the marketing year 2020/21 compared to around 58.4mt in 2019/20. Estimates
from the ministry are not directly comparable to USDA or other market estimates as ministry
estimates include both commercial and non-commercial production of corn whilst the majority of
market estimates are for commercial production only. However, the latest estimates from the
ministry still provide hints that corn supply from Argentina may not be as poor as feared. The
USDA’s recent WASDE report estimated Argentina corn production to drop by around 4mt in
2020/21 to 47mt. Improved weather in the South American country appears to be helping corn
yields for the current crop, where harvesting is only around 50% complete to date.
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