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Energy

It's a fairly quiet week for the oil market in terms of data releases, although what this week does
finally bring is the start of OPEC+ production cuts on Friday. As we have mentioned in previous
notes, a number of OPEC+ members have decided to start cutting output early given the state of
the market. Over the weekend, there were media reports that Saudi Arabia would also start
reducing output early. Under the deal, the Kingdom is set to reduce production to 8.5m b/d, a
significant reduction from the more than 12m b/d they are expected to have produced over much
of April. While bringing forward cuts by a handful of producers is helpful, it will have little impact on
the oil balance in the short term.

Moving to the US, and the slide in active oil rigs continues amid the weak price environment. Baker
Hughes reported on Friday that the rig count in the US fell by 60, taking the total number to just
378, and falling quickly towards the lows seen in 2016. Since mid-March, the number of active oil
rigs in the US has fallen by around 45% - a clear signal that output is heading lower in the coming
months.
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Finally, turning to China, and we continue to see positive signs on the demand front, with refinery
activity at independent refiners in the Shandong region hitting record levels. The latest data from
SCI99 show that utilisation rates last week rose to 72.67, while only up 0.71 percentage points
WoW, the recovery since late February, when utilisation rates were below 42% has been
impressive.

Metals

Over the weekend, the provincial government of Yunnan in China said it would launch an 800kt
metal stockpiling plan, which would include copper, aluminium, lead, zinc, tin, germanium and

indium. The government will set aside CNY 1 billion worth of funds for the program, which would
cover part of the interest payments to incentivise stockpiling for one year. The move would help
remove excess supply from the market, during a year when demand is set to decline. The funds
will be used to cover up to 60% of the interest on loans to buy copper, aluminium, lead and zinc.

Despite this action, demand indicators in the domestic metals market have been positive.
Domestic demand has bounced back, driven by a recovery in downstream sectors, including
construction. For copper and aluminium, reduced scrap supply has also supported primary metal
demand. Meanwhile, last week, aluminium inventories saw the largest weekly drawdown on
record, falling by 136kt. By the end of last week, social inventory was reported at 1.359 mln tonnes
according to SMM. However, a major risk facing aluminium demand is the export market for the
metal’s semis and finished products.

Despite short term positive momentum from China, macro headwinds remain a major concern. A
strong dollar still caps the upside for the metals complex. There will be several major economic
data releases this week, including US quarterly GDP data on Wednesday as well as the FOMC
decision on Thursday.

Daily price update

ICE Brent (US$/bbl) 21.44 052 -67.52  Spot Gold (US$/0z) 1,729.6 -0.05 13.99
NYMEX WTI (US$/bbl) 16.94 2.67 -7150  Spot Silver (US$/oz) 15.3 -0.01 -14.56
ICE Gasoil (US$/t) 205 -9.99 -66.61  LME Copper (US$/t) 5,140 -0.41  -16.76
NYMEX HO (Usc/g) 65 -11.95 -68.12  LME Aluminium (US$/t) 1,514 0.26  -16.35
Eurobob (US$/t) 163 175 -71.80 LMEZinc (US$/t) 1,883 0.56 -17.12
NYMEX RBOB (Usc/q) 66 273  -61.06  LME Nickel (US$/t) 12,246 0.63 -12.68
NYMEX NG (US$/mmbtu) 1.75 -3.80 -20.24
TTF Natural Gas (EUR/MWh) 5.77 -4.74  -52,12  CBOT Corn (Usc/bu) 316 -110 -18.57
CBOT Wheat (Usc/bu) 527 -3.70 -5.73
API2 Coal (US$/t) 43 -1.82  -23.67  CBOT Soybeans (Usc/bu) 832 -0.83  -11.74
Newcastle Coal (US$/t) 53 096 -23.90 ICE No.11 Sugar (Usc/lb) 9.73 -1.12  -27.50
SGX TSI Coking Coal (US$/t) 112 -4,53  -20.93  ICE Arabica (USc/Ib) 105 -5.27 -18.89
SGX Iron Ore 62% (US$/t) 81.35 -0.18 -10.92  ICE London Cocoa (GBP/t) 1,990 -0.20 9.40

Source: Bloomberg, ING Research
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
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.

Snap | 27 April 2020 3


http://www.ing.com

