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. . . Likely Price
Commodity Market Roundup & Opinion Direction
The removal of Saudi Energy Minister Khaled Al-Falih, while expected to
hasten Aramco’s IPO, may introduce market jittery in the short-term. New
energy minister Prince Abdulaziz bin Salman is largely seen as more enthusiastic
about the IPO of Aramco than his predecessor, and it was probably for this
reason that Al-Falih was let go by King Salman. Saudi Arabia has an ambitious
2030 plan of diversifying away its economic growth from oil production; central
Crude oil to that strategy is the IPO of Aramco, which Prince Abdulaziz is expected to
spearhead. With a new head in charge of energy, however, new policies may be
expected and this uncertainty has lifted prices higher. Longer-term, however, as
the diversification of Saudi’s economy continues to unfold, there may appear
lesser impetus for the country to continue supporting global crude oil prices like
they did under the Al-Falih regime, instead possibly choosing to maintain
constant output like the previous Al-Naimi era.
Gross crushing margins in China continue to remain profitable at about 500
RMB/mt, aided in large part by rising domestic soymeal and soyoil prices.
Customs data from China two weeks back showed the country still importing a
larger-than-average quantity of US soybeans in July (11% vs 3% average), but
the re-escalation of US-China tensions in August would mean that data print
should see a marked deterioration starting last month. In Brazil, there are rising
accusations that the recent burning of the Amazon rainforest are directly linked
to farmers torching trees to create soybean acreage, guised under the cloaks of
sovereignty and “feeding the world”. Evidence has been inconclusive so far but
don’t rule out punitive actions on Brazil from the likes of WTO if further
investigations find more evidence to support this claim. Lastly, there are talks
that China is looking to Russia to provide soybeans for its animal feed.
Prices of palm have come down from 2269 MYR/mt at end-August to about
2200 MYR/mt currently. India imposing a 5% tax on refined palm oil from
Malaysia was probably the single-largest catalyst that drove this downturn,
although that is expected to consequently raise the exports of crude palm oil -
from Malaysia to India instead. Even at 2200 MYR/mt however, prices have
rallied sharply (+13.5%) from the low of 1937 MYR/mt in early July. Separately,
the demand for biodiesels and HVOs are expected to grow to 45.8mil mt in
2019 from 41.2mil mt last year, according to Oil World. The combined two-year
growth of almost 10mil mt is unprecedented, amid a rising concern over
climate change and sustainable energy.
All eyes will be on Thursday’s USDA WASDE report to determine the changes
in US crop production. We are forecasting a US production of 22.72mil bales, up
200k bales from August, and for US exports to drop 200k bales to 17mil bales.
Hurricane Dorian, which impacted the Carolina states, is expected to take off
some cotton production quantity this year although it is unlikely to be reflected
in this month’s report. Prices on the Dec contract remain highly depressed,
rising to 59.12c¢/Ib at best last week, as the macro backdrop continues to
provide a negative overhang.
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Steel margins in China are hovering around the 100RMB/mt, a bump up from
two weeks ago where profitability was ranging from 0 to 50 RMB/mt. The
continuous decline in iron ore futures prices have finally caught up to the spot
market, which aided the improvement in steel profitability. A decline in spot —
foundry coke prices as well as a slight increase in spot steel prices also aided
Iron Ore the increase in margin production margins. Steelhome port inventories since
mid-July have begun to turn higher, rising from a low of 115.35mil mt to
126.7mil mt in the space of two months. Fundamentally, the surprising
robustness of China’s property sector continues to negate the bearishness from
China’s automobile sector, although the recent RRR cuts in China should aid in
boosting lending in both sectors.
Gold prices have continued rising, touching a high of $1,547.10/0z last week
before closing at $1,506/80/0z on Friday. A return of risk-on behaviour across
multiple asset classes took its toll on gold, with Fed Chair Jerome Powell saying

he does not see a US recession on the horizon also taking the shine off the f
Gold . o,

precious metal. Friday’s US nonfarm payrolls number, however, underscore the
economic fragility in the world’s largest economy. With the ECB and Fed primed
to further ease monetary conditions this month, it is unlikely gold will dip below
$1,500/0z in the short-term.
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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)
(“MIiFIR”) (together referred to as “MiFID II”), 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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