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US dollar strong, not commodities weak

The commodities markets this week will be dominated by the US presidential elections on
Tuesday and the 18th National People’s Congress of the Communist Party of China on
Thursday. We expect both events to give markets a positive boost. Even if Obama is clearly
“favoured” by the commodities markets, mainly because of his support for Ben Bernanke
and the ultra-expansionary monetary policy of the US Fed, any “disappointment” if Romney

should come out on top is likely to be short-lived, for uncertainty will diminish nonetheless Speculative market positioning (net)
‘000

and consumption should pick up again in the mid-term. We expect the new leadership in Weekly
China to undertake further economic support measures which will have a positive impact on 30-Oct SONactS change
commodities. WTI 97.963 -14.976

. . . Henry Hub 85.407 2.649
Energy: Positive US economic data last Friday have brought severe pressure to bear on Gasoline 71.860 3504
commodity and oil prices. The data are also likely to increase Obama’s chances of winning Gold 135.428 -11.208
the US presidential elections, which would tend to benefit the oil price. Though this may Silver 29.110 2,506
sound paradoxical, it can be explained by the strength of the US dollar, for the correlation Platinum 31.263 -3.369
between the US dollar and commodity prices remains high (Chart of the Day). The better- Palladium 6.073 -1.543
than-expected US labour market data diminish hopes of the Fed expanding the QE3 Copper 6.964 -11.103
programme, which lends support to the US dollar but weighs on commodity prices. The Wheat 45.186 -6.206
action taken by the US government to ease the supply situation on the US East Coast in the Corn 260552 -35.692
wake of Hurricane Sandy is also likely to have contributed to the price weakness among :ﬁiﬂns lii‘ijﬁ :i';i;
energy sources. In anticipation, money managers have already further reduced their net Coffee _13:460 _1:538
long positions in the US oil type WTI, bringing them to below 98 thousand contracts of 1,000 Cocoa 31.429 1215
barrels each for the first time since September 2010. In the medium term, the currently low Sugar 33.453 -12.564

levels of optimism among investors should lend support to oil prices. Source: CFTC, Bloomberg

Precious metals: As the new week beings, precious metal prices have so far hardly

recovered at all from the significant losses they suffered last Friday. On the back of good US

economic data and a noticeably appreciated US dollar as a result, precious metals came

under severe pressure and were amongst the biggest losers. Gold slipped below the $1,700

per troy ounce mark again for the first time in nearly two months and this morning is trading

at around $1,680. In euro terms the decrease was not quite as pronounced, the price

holding its own above the €1,300 per troy ounce mark. Silver actually shed more than 4% on

Friday, and this morning is trading at below $31 per troy ounce. This also means that the

situation for silver from a technical perspective looks fraught, so we may well see follow-up Head of Commodity Research
selling. Prices are also burdened by the negative sentiment among financial investors. In the Eugen Weinberg

week to 30 October, they further cut their bets on rising prices. In the case of gold, net long e ormershank.com
positions were reduced by 7.6% to 135.4 thousand contracts, putting them at their lowest
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adjustment, which we see as a positive thing, is continuing for all precious metals — after all, carsten.fritsch@commerzbank.com
once the “shaky hands” have been driven out of the market, prices should be able to resume Analyst
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Base metals: Despite good economic data in the US — the labour market report turned out to be
considerably better than expected on Friday — base metal prices also found themselves under
pressure at the end of last week. Most of the losses were doubtless due to the US dollar, which
appreciated significantly against the euro. The renewed flaring up of fears about Greece are also
likely to have contributed to the weakness exhibited by metals. Copper shed around 2% as a
result, and is trading slightly further down at $7,600 per ton as the new week begins. This is its
lowest level since the beginning of September. The persistent pessimism displayed by money
managers is also weighing on prices — in the case of copper, net long positions were decimated
by 62% in the week to 30 October to just 7 thousand contracts, putting them at their lowest level
for eight weeks. Given that the price of copper also fell after the reporting date, bets on climbing
prices are likely to have been reduced even further in the meantime. That said, the low level now
reached by net long positions give us grounds for optimism, for prices are likely to rise
significantly again if sentiment shifts on the markets. Metals could also find support from the
Chinese economic data due for publication at the end of the week, assuming these no longer
turn out to be a negative surprise. As the week progresses, the uncertainty on the markets
should gradually diminish once the presidential elections take place in the US and the National
People’s Congress opens in China.

Agriculturals:  As anticipated, investors recently reduced their net long positions in cotton again
by nearly 12 thousand contracts, i.e. nearly by half, having topped them up to their highest level
since September 2011 just a week earlier. After fears of sudden quality-related bottlenecks of
US cotton had largely abated, the price of cotton had temporarily plummeted to a five-week low.
Rising stocks on the ICE exchange also exerted pressure on prices. The prospect of Chinese
imports falling by half this season is likewise dampening the price outlook. Now, however, the
International Cotton Advisory Committee (ICAC) has pointed out that the Chinese government's
buying up of cotton at twice the global market price is shoring up domestic prices, which in turn
is weighing considerably on the profitability of cotton processing in the country. Textile
companies are thus increasingly resorting to imported yarn. Competitors within the global textiles
industry such as Pakistan, Vietnam, India, Bangladesh and Thailand could thus expand their
market shares. Their increased demand could compensate for part of the lower Chinese cotton
imports. That said, imports are still expected to fall by 2 million tons overall. Because production
prospects are fairly positive and demand is not particularly dynamic just now, global stocks in the
2012/13 season are likely to soar to a record 16.4 million tons. This estimate of the ICAC is still
considerably lower than that of the USDA, however, which forecasts ending stocks of 17.2
million tons.

Inventories
1day lweek 1 month 2012 Energy * current 1 day 1week 1 month 1 year
-2.3% -3.5% -5.7% 2% Crude oil 373081 - -0.6% 2.2% 10%
-2.6% -0.8% -5.6% -14% Gasoline 199502 - 0.5% 1.9% -3%
-0.4% -0.4% -13.8% 2% Distillates 117925 B -0.1% 7.7% -17%
-1.8% -5.3% -6.0% -1% Ethanol 19215 - 2.4% -0.2% 12%
-1.4% -3.6% 5.1% 4% Crude oil Cushing 43394 B -1.5% -0.8% 35%
-1.6% -4.0% -6.3% 1% Natural gas 3908 - 1.7% 9.3% 3%
3.9% 13% 3.5% 18% Gasoil (ARA) 2032 - 8.1% -10.2% 12%
Gasoline (ARA) 598 - 16.3% 7.2% -9%
-0.8% 0.8% -9.4% 5% Base metals **
-2.1% -1.0% -8.1% 0% Aluminum LME 5085050 0.3% 0.6% 0.5% 12%
-1.5% 3.6% -9.1% 2% Shanghai 450788 - 1.3% 12.1% 270%
-2.0% -0.8% -13.4% -15% Copper LME 242975 1.4% 10.5% 8.4% -43%
-1.1% 2.8% -10.3% 5% COMEX 56723 0.0% 1.0% 13.8% -37%
-0.8% 1.5% -10.7% 0% Shanghai 197937 - 2.7% 21.8% 136%
0.0% -11% 0.0% -34% Lead LME 320700 -0.6% 3.3% 22.4% -17%
Nickel LME 130182 -0.1% 0.9% 5.1% 50%
-2.1% -1.9% -5.8% 7% Tin LME 11985 0.8% 2.0% 0.2% -25%
-1.3% -1.0% 0.4% 9% Zinc LME 1170025 0.0% 2.4% 17.5% 51%
-4.2% -3.0% -10.7% 11% Shanghai 298806 - -0.5% -1.0% -19%
-1.8% 0.4% 9.7% 10% Steel LME 103285 -0.4% -7.0% 96.2% 64%
-1.9% 1.3% -9.4% 9% e
Gold 83255 0.0% 0.2% 15% 12%
0.4% 17% 3.7% 3% Silver 594324 0.1% 0.4% 0.1% 6%
-0.5% 1.2% 1.3% 33% Platinum 1500 -0.2% -0.4% -1.4% 9%
-1.5% 0.4% -1.0% 15% Palladium 1877 -1.9% -0.1% -1.8% 3%
2.1% -0.8% 2.3% 26%
0.2% -3.2% -1.7% -23% Source: DOE, PJK, LME, COMEX, SHFE, Bloomberg, Commerzbank Corporates & Markets
0.1% 0.3% 9.7% -16% ) )
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1.1% 2.7% -1.1% 16% * US inventories of crude oil, oil products and ethanol in ‘000 barrel,
US natural gas inventories in billion cubic feet, ARA stocks in ‘000 tons
-0.8% -0.9% -1.9% 1% ** tons, *** ETF holdings in ‘000 ounces
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Net long positions of money managers vs. price
GRAPH1: Crude oil (WTI)
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GRAPH 5: Copper
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GRAPH 7: Corn
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GRAPH 2: Natural gas (Henry Hub; futures and swaps)
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GRAPH 4: Silver
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GRAPH 6: Wheat
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GRAPH 8: Sugar
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GRAPH 9: Forward curve oil market (WTI)
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GRAPH 11: Forward curve gas market (Henry Hub)
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GRAPH 13: Forward curve aluminium (LME)
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GRAPH 15: Forward curve Nickel (LME)
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GRAPH 10: Forward curve oil market (Brent)
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GRAPH 12: Forward curve gasoil (ICE)
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GRAPH 14: Forward curve copper (LME)
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GRAPH 16: Forward curve zinc (LME)
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GRAPH 17: Forward curve lead (LME) GRAPH 18: Forward curve tin (LME)
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GRAPH 19: Forward curve wheat (CBOT) GRAPH 20: Forward curve wheat (MATIF)
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GRAPH 17 Forward curve corn (CBOT) GRAPH 22: Forward curve soybeans (CBOT)
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GRAPH 23: Forward curve cotton (NYBOT) GRAPH 24: Forward curve sugar (NYBOT)
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