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Commodity View 

Week in review: Commodities had a superb week, with nearly all assets 
clocking weekly gains. Precious metals have now recorded their second 
week of gains, together with softs heavyweight corn, wheat and soybeans. 
Nearly the entire energy complex added weekly gains, with both Brent 
and WTI adding almost 10%. 

The week ahead:  

 Crude oil: Like we said last week, Brent’s drop below $40/bbl is 
likely to be temporary and so it has. We continue to expect Brent 
to trend from $40-$43/bbl, as we head ever closer to the US 
Presidential elections. 

 Base metals: The current risk on rally is likely to lead prices of 
base metals higher, with iron ore potentially testing $125/mt. 

 Agriculture: No change to our bullish views on this complex, as 
has been the case for the past 4-6 weeks. 

 Precious metals: Likely to continue rallying if the dollar continues 
to soften. 

Copper
Tin

Nickel

Zinc

Lead

Aluminum Iron Ore

Rebar Gold

Silver

Platinum

Palladium

Brent
WTI

Gasoline

NatGas

Dubai

Coking Coal

Heating Oil

Corn
Soybean

Cotton

Sugar

HogsPalm

Wheat

Robusta

Rubber

-2

0

2

4

6

8

10

12

-12 -10 -8 -6 -4 -2 0 2 4 6

Prior Week % Change

L
a
s
te

s
t 
W

e
e
k
 %

 C
h
a
n
g
e

a

a

a

a

Agriculture

Base Metals

Energy

Precious

For week ending 09 Oct 2020

Weekly Commodity Price Change

Source: Bloomberg, OCBC  

 

 

 

  

 

 

Summary Views 

Howie Lee 
Economist 
+65 6530 1778 
howielee@ocbc.com 

mailto:howielee@ocbc.com


OCBC TREASURY RESEARCH 
Weekly Commodity Outlook 
12 October 2020  

Treasury Research & Strategy 2 

 

Commodity Market Roundup & Opinion 
Strategy 

Week Month 

Crude oil 

OPEC jawboning again. Oil prices spiked last Thursday after OPEC remarked 
that "the worst is behind for the oil market." Recall three weeks ago, Saudi 
Arabia took its war against short-sellers public by pledging to make them "ouch 
like hell", only to have oil prices retraced within a couple of days. We expect the 
same scenario to play out here, which means that even though Brent broke 
above the $43/bbl level last Thursday, we expect it to correct back into the $40-
$43/bbl range. Crack margins for gasoline declined on the week while that of 
diesel rose, adding to further mixed signals. Separately, Saudi Arabia raised its 
OSP for its Arab Light crude oil by 10c/bbl to -40c/bbl off the Oman/Dubai 
average, which was largely consistent with market expectations. We continue 
to expect Brent to range trade until after the US Presidential elections. 
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Soybeans 

China’s voracious appetite for American beans continues. Another week, 
another outstanding export sales figure for American beans shipped to China. 
50.9mn bushels of US beans were exported to China in the week ending 1 Oct, 
the highest in almost a year. 67.2% of total US soybean exports in the first five 
weeks of the 2020/21 season has been shipped to China, with total shipments 
of 166.8mn bushels easily besting the previous record of 120.8mn bushels set 
in 2017 at the same stage. Our target of $10.50/bu for November’s delivery of 
soybeans has been hit last week. Given that crush margins are still positive at 
this stage, we see further upside for soybeans. 
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Palm Oil 

Weather concerns and return of MCO. Concerns that La Nina might 
temporarily restrict output due to flooding and Malaysia’s extension of its 
enhanced movement control order (MCO) in Sabah sent palm higher last week. 
Sabah is the biggest contributor of Malaysia’s crude palm oil output, accounting 
for almost 25% of Malaysia’s total palm production this year. We see resistance 
at about 3000 MYR/mt. 
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Cotton 

Starting to rally. We now have relatively high conviction that cotton prices may 
start to embark on a similar rally to soybeans. Deteriorating crop conditions in 
the US, coupled with robust demand from China, ought to begin lifting prices. 
We see cotton for March delivery possibly testing 75 c/Ib.  
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Iron Ore 

Prices jump higher after China’s golden week. China returned from Golden 
Week last Friday and a flurry of buying activity and news flows sent both steel 
and iron ore prices higher. Iron ore is currently trading above $120/mt, which is 
matched by the rise in spot steel prices of about 1.1%. Vale’s official production 
estimate this year remains constant at about 310mmt, while data showed iron 
ore exports from Australia’s Port Hedland in September to have continued 
trending at its multi-year high. Breakeven steel parities are estimated at $118-
125/mt. In the coming week, we expect iron ore for November delivery to test 
$125/mt. 
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Gold 

Benefiting from the return of risk. Spot gold closed at $1930.40/oz last week, 
capping the precious metal's highest close in three weeks. News that Trump is 
seeking a "huge" fiscal package sent the dollar tumbling, in turn lifting gold 
prices higher. If passed, the latest US fiscal package may prove to be the main 
catalyst that sends gold back to the $2000 level. We remain bullish gold in the 
medium to long term. 

 

 

↑ 

 

 

 

↑ 

 

 

 
 



OCBC TREASURY RESEARCH 
Weekly Commodity Outlook 
12 October 2020  

Treasury Research & Strategy 3 

 

 

Treasury Research & Strategy 

Macro Research  

Selena Ling 

Head of Research & Strategy 

LingSSSelena@ocbc.com 

  

Tommy Xie Dongming 

Head of Greater China Research 

XieD@ocbc.com  

Wellian Wiranto 

Malaysia & Indonesia 

WellianWiranto@ocbc.com  

Terence Wu 

FX Strategist 

TerenceWu@ocbc.com  

Howie Lee 

Thailand & Commodities 

HowieLee@ocbc.com  

Carie Li 

Hong Kong & Macau 

carieli@ocbcwh.com  

Dick Yu  

Hong Kong & Macau 

dicksnyu@ocbcwh.com  

  

 

 

Credit Research  

Andrew Wong 

Credit Research Analyst 

WongVKAM@ocbc.com  

Ezien Hoo 

Credit Research Analyst 

EzienHoo@ocbc.com   

Wong Hong Wei 

Credit Research Analyst 

WongHongWei@ocbc.com   

Seow Zhi Qi 

Credit Research Analyst 

ZhiQiSeow@ocbc.com   

    

 
 
 

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 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 II, as implemented in any jurisdiction). 

  

Co.Reg.no.:193200032W 

 

mailto:LingSSSelena@ocbc.com
mailto:XieD@ocbc.com
mailto:WellianWiranto@ocbc.com
mailto:TerenceWu@ocbc.com
mailto:HowieLee@ocbc.com
mailto:dicksnyu@ocbcwh.com
mailto:WongVKAM@ocbc.com
mailto:EzienHoo@ocbc.com
mailto:WongHongWei@ocbc.com
mailto:ZhiQiSeow@ocbc.com

