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Commodity View
Howie Lee Week in review: Oil snapped a two-week losing streak. Agriculture
Economist commodities were mixed as weekly export sales from the US disappointed.
+65 6530 1778 Iron ore fell below $200/mt for the first time since end-June.
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Weekly Commodity Price Change
For week ending 23 Jul 2021
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Trade idea of the week:

= Go long oil (ICE Sep’21). As with previous episodes, oil faced a
short-lived correction and is likely to continue its upward trend.
Even with additional oil output from OPEC, we expect Brent to
attempt the recent high of $77.

The week ahead:

= FOMC meeting on Thursday should be a non-event for
commodities, given most of the hawkish surprises have already
past in the June meeting.

= US EIA weekly crude stocks on Thursday to ascertain the
continued drawdown in US crude oil inventories.

= China manufacturing PMI on Saturday to determine the
continued appetite for raw materials.
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Commodity Market Roundup & Opinion Week  Month
Compromise reached. The UAE and Saudi Arabia have finally reached a
compromise on their production impasse. OPEC+ is set to increase
production by 400kbpd beginning August. Saudi Arabia, the UAE, Iraq,
Kuwait and Russia, in turn, have all been given higher revised production
Crude oil baselines, potentially setting the market up for more output increase in 7 )
2022. The market did not take kindly the prospect of more production, with
Brent closing below $70 on Monday and Tuesday, but it has since
rebounded strongly as demand fundamentals continue to point towards a
supply deficit. We expect oil to continue its uptrend.
For the second week running, China failed to order a single bushel of
soybean from the US. This is highly unusual for this time of the season,
when orders for the new crop should be flying in thick and fast. Falling pig l
Soybeans prices and poor crush margins in China continue to be key reasons for weak
soybean demand. ICE soybean for Nov delivery fell almost 3% last week and
we expect the price weakness to trend towards $12/bu, as we have
previously mentioned.
Five times cotton attempted to break above 90c, and five times it failed. In
the past seven sessions, cotton for Dec delivery have tried to rally above 90
cents but conviction has been found lacking. Presumably, the weakness in
Cotton soybeans and general risk sentiment may have been impeding cotton from — —
pushing towards the $1 level. The balance sheet, in our opinion, is much
tighter than USDA’s estimates. Continued strong export sales will likely drive
cotton to the $1 level before the end of 2021.
Back above 4000 MYR/mt. Supply tightness in Malaysia has sent prices back
above 4000 MYR/mt. Despite the price rally, however, palm is still trading at

Palm Oil a steep discount to soyoil of about $450/mt from the usual $50-$100 —
spread. We expect the spread to narrow in the coming week, led by higher f
palm prices.

Pig iron, crude steel production falls. Crude steel production in China fell to
93.9mn tons in June, a sharp decline from the 99.5mn tons produced in
May. Pig iron production has also failed to trend higher for the sixth ! !
consecutive month. All signs are pointing to weakening demand for iron ore
from China in the near term, which has resulted in iron ore falling below
$200/mt last week. We expect the price weakness to continue for now.
Price weakness set to persist. Multiple indicators point to continued
weakness in the copper market. The all-important copper treatment charge
in China has now risen to $52.50/mt, the highest in almost a year and 72%
higher from its lows in April. Meanwhile copper ore imports into China has !
Copper been less than inspiring in June, falling 14% m/m to 1.67mil tons. Both the
cash basis as well as the futures market continue to trade deeper into
contango. The signs point to weakening demand fundamentals in China for
the time being and we expect copper prices to be potentially capped at
$10,000/mt for now.

Iron Ore
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Prices may remain supported on dovish Fed. The FOMC meeting is
expected to be a non-event this week but a surprising dovish U-turn from
Gold the Fed may send gold prices higher. 10Y US real rates now trade below - ) |
100bp, led lower by nominal yields. Combined that with continued worries
over the Delta variant, the current setup looks prime for gold to continue its
upward trend.
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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 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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