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Commodity Market Roundup & Opinion Likely
Price
Direction
Crude oil Last week we said that long liquidation is the order of the day and that WTI l

and Brent are likely to find support at $55 and $65 respectively. Partially we got
that right, with liquidation an ongoing theme, but the magnitude of losses was
more severe than we expected. WTI closed $53.50 on Friday, with Brent at $62.
CFTC data shows a decline in non-comm net longs on NYMEX to 439k as of 28
May from 478k the week before; this number should be much lesser now
considering the near $6/bbl drop in Brent across last Thursday and Friday. We
estimate net longs at 360-380k, and if this level is headed for the support of 300k
then Brent may likely find support at $55/bbl — the same low recorded in Q4.
The world continues to have supply tightness but that is taking a backseat now
given everything that is happening with the US and China. It is hard to see beyond
the pessimism and bloodbath that crude is in right now, but our guess is that
OPEC+ is now more compelled to continue restricting supply, and may even
consider tightening output further. This sea of red may therefore be transient and
in Q4 we may see some kind of uptick in Brent, if not stabilisation, at around the
$65/bbl level.

Soybeans An uptick in soymeal prices has lifted the pressure on crush margins somewhat, 1
but gross profitability on Brazilian crush is still negative at ~ -100 RMB/mt,
by our estimates. The gross breakeven prices for Brazilian crush is unchanged at
3,200 RMB/mt ceteris paribus, from current levels of 3,050 RMB/mt. Soybean
futures have, however, been climbing last week as weather plays havoc on the
growing season in the US. Some farmers have described the storms as “biblical’
and “unprecedented”. A quick look at the USDA crop progress shows
soybean planting now only at a shocking measly 29% completed — last year
this time it was already 74% done. Delays in crop output and possibly poor yields
have lifted prices somewhat but we expect any rally to be capped below $1,000/bu
on the Nov contract.

Palm China inventories declined last week slightly to 752k mt, down from 817kmt the —
week before. On an average monthly basis, Chinese palm stock remain at its
highest since Apr 2016. Prices continue to hover around the 2000-2100 MYR/mt
level as bearish demand engulfs agricultural markets generally. EU imports may
start to decline in June, if not May, following the EU’s tighter restrictions on palm
imports. The swine flu has also spread into Thailand and Vietham. Overall there
appear little cause for price optimism in the short-term, save for maybe an El
Nino limiting palm output in the region — but that is likely to give way to the current
macro overhang.
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Cotton Prices on the Dec contract have stabilised at 66-68 c/Ib in the last week with
planting in the US at 57% done vs 58% on average. West Texas has gotten its 1

fair share of the wet weather and some delays in planting are expected,
although it would not be as severe as that experienced by corn and soybeans in
lowa and lllinois. The Indian meteorological forecast places this year's monsoon at
94% of normal, suggesting some dryness for the Indian crop this year, with the
important areas of Gujarat in the northeast more hit at only 91%. Some kind of
uptick in prices may be observed once we get more confirmation that the US and
Indian crop this year won’t be stellar in quality, which should start to add upward
pressure on premiums of high quality stock.

Iron Ore It ended as quickly as it started — prices on the SGX June contract stayed l
above $100/mt for just seven days, and at time of writing is trading at $96/mt.
Margins on steel production in China remains profitable at 340 RMB/mt, but
that is a long way off the 650 RMB/mt that would have been made just one month
ago. On the week, spot prices of Chinese hot rolled steel have come off -50
RMB/mt to 3,930 RMB/mt, eroding production margins. Steelhome port inventory
levels of iron ore continue to come off, dropping to 125mil mt from 128mil mt to
mark the eighth consecutive week of stock declines and a total disappearance of
24mil mt in this period. If this is the beginning of the end for iron ore prices,
we expect that prices may unfold very quickly given the huge rally (and
speculation) that has defined the commodity YTD. Support levels expected at
$90/mt and $80/mt.

Gold Gold got its shot up the arm from the Mexico tariffs, which previously had 1
continued to strangely languish at the $1,280/mt level with a technical downward
trend. US Treasuries bore the demand for safe haven — on hindsight, probably
rightly so given the high yield levels of 2.5% (now 2.1%) compared to the <2%
level in yesteryears. The Mexican tariffs were probably the straw that broke
the camel’s back (or rather, lifted gold from its downward slump) as UST yields
were already running thin by then. Tariffs on Mexico also showed that no country
is safe from the US weaponising trade to meet objectives of the Trump
administration, stretching the possibility of the global economy losing growth
steam. With prices trading above $1,300/0z now, we expect prices to trade
$1,300-$1,350/0z in the short term.
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or in
part to any other person without our prior written consent. This publication should not be construed as an offer or solicitation for the
subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market
and economic trends of the markets provided is not necessarily indicative of the future or likely performance of the
securities/instruments. Whilst the information contained herein has been compiled from sources believed to be reliable and we have
taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time of
publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it
without first independently verifying its contents. The securities/instruments mentioned in this publication may not be suitable for
investment by all investors. Any opinion or estimate contained in this report is subject to change without notice. We have not given any
consideration to and we have not made any investigation of the investment objectives, financial situation or particular needs of the
recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss
arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion or estimate.
This publication may cover a wide range of topics and is not intended to be a comprehensive study or to provide any recommendation or
advice on personal investing or financial planning. Accordingly, they should not be relied on or treated as a substitute for specific advice
concerning individual situations. Please seek advice from a financial adviser regarding the suitability of any investment product taking
into account your specific investment objectives, financial situation or particular needs before you make a commitment to purchase the
investment product. OCBC Bank, its related companies, their respective directors and/or employees (collectively “Related Persons”)
may or might have in the future interests in the investment products or the issuers mentioned herein. Such interests include effecting
transactions in such investment products, and providing broking, investment banking and other financial services to such issuers. OCBC
Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products.

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate,
distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such
report, part thereof and information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office,
affiliate, parent entity, subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule,
regulation, guidance or similar. In particular, you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant
Materials to any Relevant Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s
Markets in Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MIFID 1I”), or any part thereof, as
implemented in any jurisdiction. No member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant
Entity with any law, rule, regulation, guidance or similar (including, without limitation, MiFID Il, as implemented in any jurisdiction).
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