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aAII commodities — Energy / Precious / Industrials / Agri

Weakness around the corner

Georgette Boele
Senior Precious Metals & Diamond Analyst
georgette.boele@nl.abnamro.com

»

The CRB Index has risen by 6.5% year-to-date. It has reached
the highest level in 2.5 years. A surge in oil and grain and soft
commodity prices have resulted in a higher CRB index.

The US stepped out of the Iran nuclear deal and will impose
new sanctions on the country. As a result oil prices have rallied
to USD 80 p/b

Higher demand and supply related news (drop in inventories
and possible lower crops next year) caused price gains for
wheat.

Weakness in gold and silver prices because of a higher US
dollar and higher US Treasury yields have moderated the rise in
the CRB somewhat.

We expect a lower CRB index in the near-term as oil prices
have run ahead of themselves and weaker precious metal
prices.

Price performance over last 3 months:
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e Energy — Oil / Gas

Oil prices: testing the highs

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

» The US stepped out of the Iran nuclear deal and will impose
new sanctions on the country. These sanctions also apply to
any entity that continues to trade with Iran. This in effect is
threatening billions of euros of European business.

» The OPEC meeting on 22 June will be even more important
to watch to see how OPEC will deal with lower supply.
Besides lower Iranian exports, the production in Venezuela
and Angola are also under pressure.

» However, in the near term, supply shortages seem unlikely. In
the longer term, supply shortages were already a threat and
the situation has now aggravated.

» In the near-term, we expect that oil prices will remain driven
by supply related uncertainties. Nevertheless, since an
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1st

contract  (eop) (eop) (eop) (eop) (average) (eop) (average)
Brent 78.9 70 70 75 75 71 75 78
USD/barrel
WTI 70.8 65 66 70 70 66 70 72
USD/barrel

Gas HH 294 2,75 250 2,75 2,75 2,70 3,00 2,90
USD/mmBtu

_ _ _ _ _ Gas TTF 2274 18 17 20 20 19 24 21
immediate supply shortages is unlikely, further upside EUR/MWh
potential for oil prices appears to be limited.
3-month price trend:
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e Precious Metals — Gold / Silver / Platinum / Palladium

Gold price weakness not over yet

Georgette Boele

Senior Precious Metals & Diamond Analyst
georgette.boele@nl.abnamro.com

Since 11 April 2018, gold prices have declined by 5% because
of a recovery of the dollar and higher US Treasury yields.

We expect gold price weakness to continue in the coming
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weeks and months. It is likely that gold prices will fall below SPot - (eop) - (eop) - (eop) - (eop) - (average) - (eop) - (average)
USD 1,275 per ounce gnd test USD 1,250 per ounce thisyear | sqd 1305 1275 1250 1250 1250 1287 1400 1,325
followed by a stabilisation and a price rally next year. usD/ounce
We think that 10y US Treasury yields will rise to 3.2% before _
the end of this year. Moreover, we expect the Fed to hike rates Eé'g’loeurnce 167160 160 160 160 162 200 180
another 75bp in 2018 and 50bp in 2019 (this is almost priced
in). In the near-term these factors will weigh on gold prices. Platinum 909 885 900 900 900 016 1100 1000
In addition, we see some modest upside in the US dollar from | USblounce
current levels. As we don’t expect that there is another dollar
bull-run in the making, the upside in the US dollar and the Palladium 972 900 900 900 900 944 1,000 950
. . . . USD/
downside in gold prices should be relatively modest. ounee
3-month price trend:
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9 Base Metals — Aluminium / Copper / Nickel / Zinc

Fundamentals still in good shape

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

» Prices in base metal markets will remain volatile for the next
few weeks. Uncertainty will persist in the base metal complex
due to ambiguity over the exemptions in US trade tariffs and
the US sanctions on Russian oligarchs. This will affect nickel
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and aluminium prices specifically. Also, as long as uncertainty POt (eop) - (eop) - (eop) - (eop) - (average) - (eop) - (average)
remains over the US t_rade qu|C|es, base met_als prices — Aluminium 2.280 2.350 2175 2200 2200 2210 2250 2,275
especially copper — will remain soft and volatile. USDIt
» Sentiment on nickel demand is good. The nickel price has
risen due to positive demand prospects related to the electric UCSODF/)tper 6,857 6,980 6,815 7,200 7200 7,020 7250 7,350
vehicle revolution. This will keep prices elevated.
» In zinc, rising supply will loosen the fundamentals in Q3/Q4 Nickel 14,843 14,780 13,950 14500 14500 13953 14,400 14,525
this year, with weakening prices as a result. In other base uSbrt
metal markets - aluminium, copper, nickel - tightness is
expected on the back of a seasonal pick-up in demand and Zinc 3035 3,025 3,125 3,150 3,150 3,260 3000 2,935
possible disruptions to supply. Going forward, this should Uson
provide a recovery in risk appetite amongst investors.
3-month price trend:
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e Ferrous Metals — Steel / Iron Ore / Coking Coal

Relative low input costs lifts steel mill margins

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

»

US steel prices have surged over the last couple of weeks. The
imposed US import tariffs have increased pressure on domestic
steel capacity and prices increased rapidly as a result. Steel
prices in China and Europe have drifted lower. In China steel
production has increased strongly, which has led to lower
prices. In Europe, steel prices decreased on sufficient supply.

Fundamentally, conditions in the global steel market are still
healthy. Demand from the construction and automotive sectors
globally is still solid and lower costs for steel raw materials (iron
ore and coking coal) have lifted margins for steel mills.
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» However, uncertainty has increased significantly and that
creates_higher price_ risk and volatility. Gping forward, we expect| Coking 182 185 185 175 175 187 160 164
steel prices to remain stable. Iron ore prices have recovered Sgsl
slightly, but given the fact that Australian supply has increased
strongly, we think prices will drift lower. Excess capacity but
solid demand will keep coking coal prices stable.
3-month price trend:
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GAgri — Wheat / Corn / Soybeans / Sugar / Coffee / Cocoa

Higher wheat prices due to concerns dry weather in US and Canada

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

» Dry weather in Canada, US, Australia and Russia have
fuelled concerns for lower global wheat output in the coming
season. The current season saw the world largest wheat crop
on record (758 mt according to IGC forecast). Especially a
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X ) i . contract  (eop) (eop) (eop) (eop) (average) (eop) (average)
higher output from Russia contributed to the growth. A drop in
wheat acres, lower yield and dry weather in major exporting Wheat 542 500 500 510 510 470 550 520
countries are expected to lead to higher prices. USD/bu
. _ Corn 373 400 410 410 410 390 420 420
» Cocoa prices have dropped; farmers in the Ivory Coast are USD/bu
expecting that beneficial weather will improve harvest Soybeans 1,000 980 1000 1000 1000 980 1100 1040
volumes. We expect that downward pressure on prices will USD/bu
remain, due to a potential oversupply. ESUDQ;’?LF 1288 12 13 14 13 12 15 14
C,
» Sugar prices have gone up as expected. India, one of the Coffee 119.77 120 125 130 135 120 150 135
world largest sugarcane producers, has announced to unvelil USD/Ib
measures to reduce sugarcane oversupply. And production in Cocoa 2,594 2,200 2,200 2,300 2,300 2,400 2,400 2,400
Brazil will be lower than expected, due to a lack of rain. usort
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QAppendix — Contact details, disclaimer & extra information /

Contact information ABN AMRO | Group Economics:

Knowledge area: Phone: E-mail:
- Marijke Zewuster Head Commodity Research +31 2038305 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:
- Insights: insights.abnamro.nl/eng
- Twitter Group Economics @ABNAMROeconomen
- Twitter Sector Knowledge @ABNAMROsectoren

Disclaimer

This document has been prepared by ABN AMRO. It is 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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