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US corn and soybean planting progress (%)
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Energy
US crude oil inventories: The API is scheduled to release its weekly inventory numbers for the US
later today, and expectations are that US crude oil inventories fell by around 1.9MMbbls over the
last week according to a Bloomberg survey. Meanwhile gasoline and distillate fuel oil inventories
are expected to decline by 1MMbbls and 600Mbbls respectively. The large builds we have seen in
recent months in crude oil and the decline in gasoline stocks has been driven by a prolonged
refinery maintenance season in the US, however refineries are increasing run rates as we move
into summer, which should bring an end to the large crude builds.

Given the large drawdown in US gasoline inventories this year, we have seen a pick-up in gasoline
flows from Europe to the Americas. Bloomberg tracking data show that 4.55mt of product was
shipped from Europe to the Americas in April, which is the highest monthly flow seen since
September 2017. These strong flows from Europe has meant that we have also seen gasoline
inventories in the ARA region fall closer towards its 5 year low. Large gasoline drawdowns, along
with a prolonged refinery maintenance season in the US should mean that gasoline cracks
continue to be well supported as we move into summer. 

Metals
Aluminium output: Data from the International Aluminium Institute shows that global primary
aluminium output was largely flat MoM at 173.4kt per day in April, although it was down 1.9% YoY
due to lower production from China, Brazil and Europe. Chinese output was flat MoM at 98kt per
day, while RoW production fell  from 75.5kt per day in March to 75.4kt per day in April.

Meanwhile, the federal court in Belem, Brazil lifted another production embargo at Hydro’s
Alunorte refinery under a criminal lawsuit, and this follows the same court lifting an embargo
under the civil lawsuit last week. This should see the refinery ramp up operations, which have been
operating at 50% capacity since last year. It is expected that the ramp up of the refinery will also
see the Albras aluminium smelter increase production.

Agriculture
US plantings delayed: US plantings continue to be delayed, as a result of heavy rains in the US
Midwest. Corn plantings are only 49% complete, which compares to 78% at the same stage last
year, and the five year average of 80%. Meanwhile for soybeans, plantings are only 19% complete,
which is down from 53% at the same stage last year, and also well below the 5 year average of
47%.

As we mentioned yesterday, the large speculative short position in both corn and soybeans, and
delayed planting does leave the market vulnerable to a short covering rally. CBOT corn has already
rallied significantly this month, with the Jul’19 contract up more than 12% from its lows earlier in
the month.  
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