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The Commodities Feed: Trade optimism
supports the complex...for now

Your daily roundup of commodity news and ING views

Energy

Oil, along with the broader commodities complex, benefited from the initial optimism around a
phase-one trade deal between China and the US. What the market needs now though is clarity
around exactly what the deal entails. The longer we have to wait for this detail, the more likely
market participants will start to question how good a deal it actually is. Looking at data that
predates the deal, speculative positioning in oil has grown in recent weeks. The latest exchange
data shows that the speculative net long in ICE Brent increased by 42,885 lots over the last
reporting week to total 373,843 lots as of last Tuesday - the largest net long position speculators
have held in ICE Brent since May. This increase is reflective of the buying seen around the OPEC+
meeting, along with the more constructive trade narrative.

For now, ICE Brent continues to hover close to US$65/bbl, with the tight prompt physical market
and positive trade sentiment continuing to offer support. However, keep an eye on weak refinery
margins. All regions continue to see margins grinding lower, with Asia seeing negative margins,
whilst in North-West Europe, margins are flirting with negative territory. The longer these weak
margins persist, the more likely we will see them starting to weigh on refinery run rates, which
would obviously be negative for crude oil demand.
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Looking at recent data releases, Baker Hughes reported on Friday that the oil rig count in the US
increased by 4 over the week to total 667. This is the first increase that we have seen in the rig
count since October. However, rig activity in the US continues to be in a clear downward trend,
with the number of active oil rigs falling by 218 over the course of this year. It has been this
slowdown that has called into question US supply growth over 2020. In the EIA’s last Short Term
Energy Outlook, US supply growth for 2020 was revised down from 1MMbbls/d to 930Mbbls/d.

Metals

The LME metals complex made decent gains last week, with risk appetite clearly returning to the
complex. Although the move on Friday was largely muted, despite the phase one agreement on
the US/China trade deal. Nickel was the big mover over the week, rallying more than 5%, driven by
speculative buying in China. This strength is somewhat at odds with inventories, which have
increased along with the rally in the market. LME nickel inventories increased by a hefty 54,342
tonnes over the last week to 123,228 tonnes. Meanwhile, copper also had a fairly strong week, up
more than 2%, reflecting broader optimism along with solid fundamentals. LME copper inventories
fell by another 22kt over the past week, with stocks now standing at 171.8kt - the lowest level
since April 2019. Meanwhile, the copper concentrate market remains tight, as reflected in the low
treatment charges. The more positive environment is also reflected in speculative positioning data.
The latest data from the CFTC show that speculators bought 31,240 lots in COMEX copper over the
week, leaving them with a net short of 13,314 lots - the smallest net-short held since April.

Agriculture

Unsurprisingly, given developments on the trade front, and promises from China that they would
increase purchases of US Agri products, the agricultural complex has strengthened, with CBOT
soybeans rallying more than 1% on Friday. The timing of the deal would be welcome news for US
farmers, with them in their peak export period, while it would also give them more clarity around
demand prospects for 2020, and would make them more comfortable increasing soybean
plantings for next season. Finally, the new Argentinian government has increased taxes on
agricultural exports, as widely expected. The tax increases include soybean & products, corn,
wheat and beef. Export taxes are expected to be as high as 30% on soybean & products, 12% on
corn and wheat, and 9% on beef exports. Given that these increases were largely expected,
farmers had boosted exports in recent months in order to avoid these higher taxes. It is still unclear
exactly when these higher taxes will come into force. Obviously, these export taxes will weigh on
Argentinian competitiveness to the world market over the coming year.

Daily price update

ICE Brent (US$/bbl) 65.22 1.59 21.23 Spot Gold (US$/0z) 1,476.3 0.44 15.11
NYMEX WTI (US$/bbl) 60.07 150  32.28  Spot Silver (US$/0z) 16.9 0.02 9.28
ICE Gasoil (US$/t) 595 2.81 16.54 LME Copper (US$/t) 6,130 -0.42 2.77
NYMEX HO (Usc/q) 199 182 18.18 LME Aluminium (US$/t) 1,768 -0.39 -4.23
Eurobob (US$/t) 572 1.06 19.17 LME Zinc (US$/t) 2,253 -0.44 -8.67
NYMEX RBOB (Usc/g) 166 2.14 25.65 LME Nickel (US$/t) 14,170 0.50 32.55
NYMEX NG (US$/mmbtu) 2.30 -1.37  -21.90
TTF Natural Gas (EUR/MWh)  13.80 -6.53 -37.20  CBOT Corn (Usc/bu) 366 -0.20 -2.33
CBOT Wheat (Usc/bu) 539 0.00 7.15
API2 Coal (US$/t) 55 -1.08 -3512  CBOT Soybeans (Usc/bu) 908 1.03 2.83
Newcastle Coal (US$/t) 67 -0.74  -33.93  ICE No.11 Sugar (Usc/Ib) 13.50 -0.15 12.22
SGX TSI Coking Coal (US$/t) 137 0.28 -35.41 ICE Arabica (USc/lb) 129 -4.75 27.10
SGXIron Ore 62% (US$/t) 92.93 0.53 33.77 ICE London Cocoa (GBP/t) 1,795 -3.39 1.64

Source: Bloomberg, ING Research
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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 BRO00341) 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.
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