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GAII commodities - Politics dictates commodity prices

Politics dominate commodity prices

Nadia Menkveld
Sector Economist

nadia.menkveld@nl.abnamro.com

: : : Price performance over last 3 months:
Since mid May the CRB-index decresed by roughly 5%. P
. ] . . ] Palladium 19%
Many commaoditiy prices are dictated by politics, either ngladt o0
.. . . . 0
geopolitical issues or imposed regulations by governments. Corn 6%
Aluminium 1%
Oilprices were shortly down due to increased tension between collver o
Qatar and other Gulfstates, but the fear that Qatar would not F’I&t)ing?r 1%
uphold its agreement was unnecessary. Natural Gas (HH)
CRB spot
Fading hope over Trump policies and governmental decisions ggy"‘g'r)]
(in Indonesia, Philippines) were the main market drivers for Oil (Brent
Natural Gas (TTF
base metals the past few months. Coking coal
Zinc
Mutiny among soldiers in Ivory Coast, the corruption scandal Global stee! (hrc)
surrounding president Tremer in Brazil and negotiations Nickel
. . . . . Sugar
between Mexico and the United States are influencing the price Iron ore
of agri-commodities. -40% -30% -20% -10% 0% 10% 20% 30%
3-month price index trend: 500
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9 Energy — Oil / Gas

Oil prices: Increased tensions in the Middle East have limited impact on oil and gas prices

Hans van Cleef
Senior Energy Economist
hans.van.cleef@nl.abnamro.com

» Recentincreased tensions between Qatar and some Gulf
states have not resulted in a higher risk premium for either oil
and/or gas prices. Initially oil prices declined on fears that
Qatar would pave the way for other oil producers not to stick

Q3 Q4

2017 2017 2018 2018

2017 2017

to their share of the OPEC/non-OPEC production cut (Copy (eop) - (eop) - (eom) - {average) - (eop) - (average)
agreement. quever, Qatar confirme_d its loyalty towards the Brent 50 55 60 60 55 60 63
OPEC production cut agreement, which eased market fears. USD/barrel
» Qatar is the worlds’ biggest LNG exporter. We don’t expect Wl o - 0 o o - o
these LNG flows to be affected by the conflict. In worst case, USD/barrel
Qatarian LNG is not allowed to pass through the Suez
Channel which would result in higher transportation costs. Gas HH 275 260 300 3,00 290 350 3.30
» US crude and gasoline inventories remain around record high | YSP/mmBt
levels. Although the first signs of a normalisation are seen, it
is still a long way down towards the 5y-averages. Still, the UGSEES TE: 16,00 1500 17,00 1700 16,50 1500 17,50
. . . mmbtu
weekly numbers are very volatile, and do trigger a lot of price-
swings.
3-month price trend:
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e Precious Metals — Gold / Silver / Platinum / Palladium

Georgette Boele
Co-ordinator FX & Precious Metals Strategy

Upward momentum is building georgette.boele@nl.abnamro.com

» Gold prices are currently above the 200-day moving average
but they have failed to break above the USD 1,300 per ounce. 28?7 2017 2017 2018 2018
» The more hawkish than expected Fed resulted in some price
wea k ness. (eop) (eop) (eop) (eop) (average) (eop) (average)
» We continue to expect higher gold prices this year and next. Gold 1,250 1,275 1,300 1,300 1,254 1,400 1,350
USD/ounce
» Our 2017 year-end target is USD 1,300 per ounce.
» For next year, we expect the US dollar to weaken across the Silver 1850 1850 19.00 19.00 1830  21.00  20.00
board for a large part because of lower US real yields. Usbiounce
» This will have an upwa_lrd _effect on gold prices and therefore we | piatinum 950 950 975 975 061 1100 1,041
expect gold prices to rise in 2018 to USD 1,400 per ounce. USD/ounce
Palladium 800 825 825 825 801 850 847
USD/ounce
3-month price trend: )
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eBase Metals — Aluminium / Copper / Nickel / Zinc

Casper Burgering
Senior Sector Economist

Strong China data fails to lift base metals prices casper.burgering@nl.abnamro.com
» Main market drivers during May/June were worries over the
Chinese economy and metals demand, fading hope over
Trump policies and governmental decisions (in Indonesia,

Philippines).

2017 2017

(eop) (eop) (eop) (eop) (average) (eop) (average)

» Early June, trade figures from China surprised to the upside,
which boosted prices. However, the boost was short-lived and | Aluminium 1,945 1925 1985 1985 1925 1980 1995
sentiment was down again on economic uncertainty. .

» We remain neutral on the short term, mainly because of the Copper 5700 5,890 5,975 5975 5880 6,175 6,100
upcoming summer lull. Overall, the market balance for all USD/t
base metals markets will remain in deficit this year. Therefore,
we expect that on the long term base metals prices will find Nickel 9,315 9,468 9,856 9,856 9,710 11,200 10,415
fundamental support. We think end-user demand from major usort
economies will remain broadly supportive for prices. Despite
the fact that few details are known about the Belt & Road 5;’;;3 2,670 2850 2900 2900 2785 2985 2,900
initiative, we believe that this is a positive trend for the
demand for base metals in the long run.
3-month price trend:
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USD/t

Weak demand in ferrous markets ahead of summer lull

e Ferrous Metals — Steel / Iron Ore / Coking Coal

Casper Burgering
Senior Sector Economist
casper.burgering@nl.abnamro.com

» Since our previous Monthly Commodity Update (16 May),

coking coal prices lost 9%, while the iron ore price decreased
by almost 11%. Steelmaking raw materials prices decreased
on limited restocking activity from Chinese mills and relative

Q3 Q4

2017 2017 2018 2018

2017 2017

high supply. In the same period, global steel prices softened (Gop) (eop) - (eop) - (eop) - (average) - (eop) - (average)
by almost 5%. This means that margins for many steel mills Steel
have improved. (HRC) 550 555 550 558 550 569 560
. . . . USD/t
» With the upcoming summer lull, we think that demand for iron
ore will soften. Currently, iron ore inventory volumes in China
.. y . y . Iron Ore 58 62 65 65 67 70 66
are very sufficient to source any additional steel mill demand. USDIt
Buying activity and restocking will therefore remain weak.
Lower activity and the lack of steel buying interest globally will Coking
result in a weakening of steel prices during the relative weak coal 152 152 148 148 IS5 149 144
summer period. Coking coal prices are expected to decrease USDIt
further from current high levels. Coal supply exceeds coal
demand and that will push prices further down.
3-month price trend:
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@Agri — Wheat / Corn / Soybeans / Sugar / Coffee / Cocoa

Brazilian real impacts prices sugar, coffee and soybeans

Nadia Menkveld
Sector Economist
nadia.menkveld@nl.abnamro.com

» Political issues of importers and exporters are influencing 02 03 o4
prices of the tropical commodities. Coffee and sugar are 2017 2017 2017 2017 2018 2018
affected by the fall of the Brazilian real. In sugar, higher import
tariffs in China and a lift of the sugar productionquota in the (eop)  (eop)  (eop)  (eop)  (average)  (eop)  (average)
EU put downward pressure on prices. But above all benign
weather conditions in India sets prices lower. \J\égsgf 460 480 480 480 460 - -
» For cocoa the mutiny of soldiers against the Ivorian Coast Corn 360 370 370 370 360 - -
government is causing uncertainties for cocoaprices. All in all USDc/bu
for the short term the pressure on prices of cocoa, sugar and Soybeans 920 900 920 920 930 - -
coffee remains. Usberbu
Sugar 15 14 14 14 15 - -
» For the grains the acreage reduction of wheat and weather USDc/lb
concerns in Europe and US are driving prices upwards. Coffee 130 130 145 145 135 - -
Soybean harvest is still on track in Brazil and prices are USbeflb
heading for further decline. Corn depends on the weather in Cocoa 2.000 1.800 1.800 1.800  2.000 - -
the cornbelt, which is now surrounded byuncertainties. usbrt
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eAppendix — Contact details, disclaimer & extra information /

Contact information ABN AMRO | Group Economics:

Knowledge area: Phone: E-mail:
- Marijke Zewuster Head Commodity Research +31 20 383 05 18 marijke.zewuster@nl.abnamro.com
- Georgette Boele Precious Metals +31 20 629 77 89 georgette.boele@nl.abnamro.com
- Hans van Cleef Energy +31 20 343 46 79 hans.van.cleef@nl.abnamro.com

Contact information ABN AMRO | Sector Advisory:

Knowledge area: Phone: E-mail:
- Casper Burgering Ferrous & Non-ferrous Metals +31 20 383 26 93 casper.burgering@nl.abnamro.com
- Nadia Menkveld Grains & Softs commodities +31 20 628 64 41 nadia.menkveld@nl.abnamro.com
ABN AMRO on the internet:
- Market Insights: insights.abnamro.nl/eng
- Twitter Group Economics @ABNAMROeconomen
- Twitter Sector Knowledge @ABNAMROsectoren

Disclaimer

This document has been prepared by ABN AMRO. ltis solely intended to provide financial and general information on the sector developments in the Netherlands. The information in this document is strictly proprietary and is being supplied to you solely for
your information. It may not (in whole or in part) be reproduced, distributed or passed to a third party or used for any other purposes than stated above. This document is informative in nature and does not constitute an offer of securities to the public, nor a
solicitation to make such an offer.

No reliance may be placed for any purposes whatsoever on the information, opinions, forecasts and assumptions contained in the document or on its completeness, accuracy or fairness. No representation or warranty, express or implied, is given by or on
behalf of ABN AMRO, or any of its directors, officers, agents, affiliates, group companies, or employees as to the accuracy or completeness of the information contained in this document and no liability is accepted for any loss, arising, directly or indirectly, from
any use of such information. The views and opinions expressed herein may be subject to change at any given time and ABN AMRO is under no obligation to update the information contained in this document after the date thereof.

Before investing in any product of ABN AMRO Bank N.V., you should obtain information on various financial and other risks and any possible restrictions that you and your investments activities may encounter under applicable laws and regulations. If, after
reading this document, you consider investing in a product, you are advised to discuss such an investment with your relationship manager or personal advisor and check whether the relevant product —considering the risks involved- is appropriate within your
investment activities. The value of your investments may fluctuate. Past performance is no guarantee for future returns. ABN AMRO reserves the right to make amendments to this material.
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