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It is an agricultural commodity and, therefore, yields depend on
weather conditions.

It is a tree crop (like coffee and cocoa), thus subjected to long term
investment decisions.

It is an industrial commodity (like metals), used mostly by the
automotive and petrochemical industries, hence subjected to global
economic prospects.

I”

It can be tapped at “will” (like a manufacturing product), in response to

price conditions.

It competes with synthetic rubber (which is made from crude oil),
therefore responding to the gyrations of energy markets.
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» Global growth was projected at 2.7 percent
5.0 in 2020, up from 2.6 percent in 2019 but

) b 46 46 considerably lower than 2018 (World
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momentum in 2020, estimated at 4.6
percent, up from 4 percent in 2019.
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4 o | | e downward revisions to the 2020 growth
1 - forecast for both advanced economies and
EMDEs, a reflection of weakness in
o | international trade, investment slowdown,

and trade tensions (next Global Economic
Prospects to be published January 7, 2020).
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Source: World Bank, Global Economic Prospects (June 2019 edition).
Note: EMDE stands for Emerging Markets and Developing Economies.



Global GDP growth Global industrial production growth

Percent, y/y Percent, 3-month moving average, annualized
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Sources: Consensus Economics and World Bank.
Note: Average GDP growth in 2019 based on 59 economies (including 32 advanced economies and 27 EMDEs) for which data of
consensus forecasts are available, weighted by GDP in constant 2010 U.S. dollars for 2018. Last observation is October 28, 20109.



Global Purchasing Managers Indexes
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Sources: Haver Analytics, Institute of Shipping Economics and Logistics, World Bank.
Notes: PMI readings above (below) 50 indicate expansion (contraction) in economic activity. Last observation is October 2019.

Jun-16 Dec-16 Jun-17 Dec-17 Jun-18 Dec-18 Jun-19

9

-3

Percent, y/y

Trade indicators

J

== Container shipping [left]
- New export orders [right]

\

Jan-16 Jul-16 Jan-17 Jul-17 Jan-18 Jul-18 Jan-19 Jul-19

55

53

51

49

47



Strengthening dollar and lower interest rate environment

USS index Percent
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Source: Bloomberg, Federal Reserve Bank of St. Louis.
Note: The US dollar index is a broad trade weighted index for goods (DTWEXB). The U.S. T-bill is the 10-Year Treasury inflation-indexed
security, constant maturity, not seasonally adjusted (DFII10). Last observation is November 29 (DTWEXB) and December 3 (DFII10), 2019. 8
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Commodity price indexes stabilized

USS index, nominal terms, 2010 = 100
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Source: World Bank
Note: Last observation is November 2019. 10



Where are commodity prices heading?

COMMODITY MARKETS OUTLOOK | OCTOBER 2019 EXECUTIVE SUMMARY 3

TABLE 1 Nominal price indexes and forecast revisions

Energy 55 68 87 74 72 3.4 -8.4 -14.6 -3.1 -9.2 -1.7
Non-Energy* 79 84 85 81 81 0.1 -1.9 -4.7 0.1 -2.6 -1.3
Agriculture 87 87 87 83 83 -0.2 -1.8 -4.7 0.6 -2.1 -1.1
Fertilizers 78 74 82 82 84 -1.2 -4.2 -0.6 2.2 -5.3 0.5
Metals and minerals 63 78 83 78 77 0.8 -1.8 -5.2 -1.4 -3.4 -2.1
Precious metals 97 98 97 105 111 -0.2 12.7 8.3 5.6 5.8 2.5
Memorandum items
Crude oil ($/bbl) 43 53 68 60 58 7.5 -8.2 -12.2 -3.3 -8.8 -1.8
Gold ($/toz) 1,249 1,258 1,269 1,390 1,470 0.4 12.6 9.5 5.8 6.3 1.9

Source: World Bank.

Notes: (1) Numbers may differ from tables A.1-4 due to rounding. (2) "f* denoles forecasts. (3) Denotes percentage points revision to the growth forecasts from the April
2019 report. (4) The non-energy price index excludes precious metals. See Appendix C for definiions of prices and indexes.

Download data and charis.
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The “equilibrium” price of oil has changed
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Source: World Bank
Note: Last observation is November 2019. 13




Real oil prices currently at their 50-year average

USS/bbl, deflated by U.S. CPI (Jan 2019 = 100)
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Source: World Bank.
Note: Price represents the average Brent, Dubai, and WTI. Last observation is November 2019. 14



Oil production: A tale of two extremes

Mb/d Iran and Venezuela Mb/d United States
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Source: International Energy Agency, US Energy Information Administration, and World Bank.
Notes: Last observation is October 2019. 15
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Source: U.S. Energy Information Administration and World Bank. 16



Repeated downward revisions to 2019 oil demand growth
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Source: EIA, IEA, and OPEC.
Notes: Last observation is November 2019. 17
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Source: Energy Information Administration and World Bank.
Notes: Change in crude oil production since October 2016, the date of the first OPEC production cut agreement. OPEC excludes Qatar. Last
observation is October 2019. 18
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Metal prices driven by different fundamentals

USS index, 2010=100 S/mt
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Source: World Bank
Note: Last observation is November 2019. The base metals price index include aluminum, copper, lead, nickel, tin, and zinc. 20



China’s dominance in global metal consumption continues

Million metric tons
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Source: World Bank and World Bureau of Metal Statistics
Notes: Last observation is 2018Q4. 21
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Agricultural prices have enjoyed 5 years of stability

USS index, nominal, 2010 = 100
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Source: World Bank.
Note: Last observation is November 2019. 23



Food prices: Low and stable

Food price indexes Volatility
USS index, nominal, 2010 = 100 Std*100
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Source: World Bank.
Note: Last observation is November 2019. Volatility has been calculated as standard deviation for first differences (5-year trailing average),
depicted as a 12-month moving average. That is, the last observation corresponds to volatility during Dec 2014 to Nov 2019. 24



Main grains Aggregate for 12 commodities

Ratio Ratio

0.40 - 0.40 -
—Maize —Rice —Wheat
0.35 - 0.35 -
0.30 - 0.30
0.25 - 0.25
0.20 - 0.20
0.15 - 0.15
0.10 0.10
2000 2003 2006 2009 2012 2015 2018 2000 2003 2006 2009 2012 2015 2018

Source: U.S. Department of Agriculture (November 2019 update).
Notes: The aggregate stocks-to-use ratio (right panel) comprises of 12 grains and edible oils and has been aggregated according to calorific
content. Years denote crop seasons (i.e. 2019 is for the 2019-20 crop season). 25
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Trade frictions: So far, a U.S.-China story
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Source: Bown (2019), World Bank.
Notes: Tariffs represent trade-weighted averages. Updated September 2019. 27
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Saudi attacks (Sep 2019 )

Sanctions on Iran, second (Jul 2018 -)
Sanctions on Iran, first (Nov 2011 - Oct 2012)
Libyan civil war (Feb - Oct 2011)

Iraq war (Mar - Dec 2003)

Kuwait invasion (Aug 1990 - Jan 1991)
Iran-lrag war (Oct 1980 - Jan 1981)

Iranian revolution (Nov 1978 - Apr 1979)

Arab oil embargo (Oct 1973 - Mar 1974)

29



Daily prices during September 2019
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Source: Bloomberg, Intercontinental Exchange, and World Bank.
Note: Futures curves are based on closing prices.

The September 14 attack

The attack: On September 14, 2019, two of Saudi Arabia’s
oil facilities were attacked—Abqaiq, the largest crude oil
processing plant in the world, and Khurais, Saudi Arabia’s
second largest oil field.

Immediate impact on oil output: The attacks led to the
shutdown of 5.7 mb/d of output—around half of Saudi
Arabia’s production capacity and 6 percent of global oil
production—and was the largest conflict-driven reduction
in production.

Impact on price: Following the attacks, Brent jumped 15
percent, from S60 to $69/bbl. However, amid weak global
oil demand and coordinated responses among oil
producers, prices returned to their pre-attack levels by the
end of September.

Response: Immediately after the attacks, Saudi Arabia drew
on its oil reserves to help meet existing orders. The IEA
noted that it would coordinate efforts to use the strategic
reserves of its members, if needed. Several countries also
announced that they would use their strategic reserves, if
needed.

30



Futures curves
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Source: Bloomberg, Intercontinental Exchange.
Note: Futures curves are based on closing prices.

Impact of the attacks

In addition to the quick resumption of Saudi production and the
coordinated policy response of other oil producers, several
factors have contributed to the muted market response to the
attacks both for short- and long-term price expectations.

Short term

> The attacks occurred against a backdrop of slowing global growth
and repeated downward revisions to oil demand growth forecasts.

> Oil production was (and still is) expected to outpace consumption in
2020.

Long term

> The geopolitical risk premium may have been suppressed by
growing diversification of the oil industry. Global oil production has
become less concentrated, especially as a result of the rapid growth
of shale oil.

> Growing diversification of refining capacity has reduced dependence
on a single type of oil. A growing number of new, “complex”
refineries, particularly in East Asia, are more flexible than traditional
refineries and, in the event of shortages of particular types of oil,
can more easily accommodate different grades of oil (e.g., light or
heavy oil) from different sources.
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Source: World Bank.
Note: Last observation is November 2019.
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The Vale dam accident in Brazil

The accident: On January 25, 2019, a tailings dam at
the Corrego do Feijao iron ore mine in Brazil
collapsed. Brazil is the world’s second largest iron ore
supplier (after Australia).

Human toll: There have been 256 confirmed deaths.

Environmental toll: The dam failure released nearly
12 million cubic feet of tailing, affecting the region’s
ecosystem.

Short-term market impact: Following the collapse,
iron ore exports from Brazil dropped, causing a spike
in iron ore prices, from $70/ton in December 2018
(the month prior to the accident) to $120/ton in
January 2019. Since then, iron ore exports have
recovered and prices declined.

Long-term market impact: Tightening safety
measures have been called for and are likely to be
implemented, beyond Brazil and iron ore.
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China’s pork price index, ¥ per kg
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Source: Chinese Ministry of Agriculture, FAPRI, and USDA.
Note: Prices represent national average.

The African Swine Fever

The ASF: The August 2018 outbreak of the African Swine
Fever (ASF) has affected the pork industries of several
South-East Asian countries, including Cambodia, China,
Laos, South Korea and Vietnam.

The ASF does not affect humans or other livestock. It only
affects hogs.

China’s hog production: China’s hog inventory was down by
more than 40% in September 2019 compared to a year
earlier. Prior to the AFS outbreak, China accounted for
nearly half of world hog production and consumption.

China’s pork prices: Average pork prices in China reached
¥50/kg in October 2019, 160 percent higher than a year
earlier.

Global impact: While global pork consumption is projected
to drop 16 percent in 2020 compared to 2018, chicken
consumption is set to increase 8 percent, according to the
USDA. Global meat consumption (sum of beef, chicken, and
pork), is projected to decline 4 percent. No change on feed
input demand (e.g., maize) is expected.
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Where are commodity prices heading in the long term?

Index, constant (2010 = 100)
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Energy commodity prices rebounded 5.3% in Novemnber, led by crude oil {(#5.5%) the World Bank
Pink Sheet reported. Natural gas in the U.5. and Europe increased 14% and 2%, respectively.

MNon-energy prices rose more than 2% in response to strong gains in agriculture.

Agricultural prices increased 3.7%, reflecting gains in all three main categories (beverages +5.6%;
food +4.1%; and raw materials +1.7%).

Fertilizer dropped 3.5% in response to large losses in DAP (-11%) and Urea (-5%).

Metals prices declined marginally, as a 3% gain in aluminum was balanced by declines in several
metals, including nickel (-119), lead (-7%), and iron ore (-4%).

Precious metals prices dropped nearly 2%, due to declines in both silver (-2.7%) and gold (-1.6%).

The Pink Sheet is a monthly report that monitors commodity price movemenits.
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Energy
Non-energy
Agriculture
Beverages

Food

Raw matenals
Fertilizars.

Metzls & Minerals

Precious Metals

Sownce: World Bank

37


http://www.worldbank.org/commodities

@THE WORLD BANK

IBRD « IDA

Global
Monthly

Download the May issue

www.worldbank.org/prospects

Global Economic Prospects

Global
Economic
Prospects

bedu

GLOBAL OUTLOOK REGIONAL OUTLOOKS  TOPICAL ISSUES DATA DOWNLOADS

Overview

Global growth has continued to soften this year. Subdued investment in emerging market and developing
economies (EMDEs) is dampening potential growth prospects. Risks to the outlook remain firmly on the downside,
including the possibility of escalating trade tensions. Another concern is rising debt, which may make it difficult for
EMDEs to respond to adverse developments and to finance growth-enhancing investments. Reforms to boost
private investment and productivity growth are needed, particularly in low-income countries, which face more

significant challenges today than they did in the early 2000s.

DOWNLOADS Vv

Commodity

Markets

Outlook

Download the April issue

Inflation in Emerging and Developing Download working papers on major
Economies macroeconomic policy issues

38


http://www.worldbank.org/prospects

