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Gold: more sell-offs or a repeat of 2006? 
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Energy:� WTI� is� currently� trading� at� $103,� after� hitting� a� five-month� low� of� $101.36�

yesterday.� The� Brent� spot� price� is� already� well� below� this� figure� at� $97.50.� So� while�

Hurricane� Ike� is� raging,� oil� is� set� to� slip� below� the� $100�mark.� According� tothe�National�

Hurricane�Center,� Ike� is� due� to� reach�category� 3� in� the�next� 36�hours� and�hit� the�Texan�

coast�on�Saturday.�US�authorities�report�that�96%�of�US�oil�and�73%�of�gas�facilities�in�the�

Gulf� of� Mexico� are� currently� shut� down.� The� cumulative� production� losses� caused� by�

Gustav� and� Ike�have�already� reached�14.1�million�barrels� of� crude� and�67.9�million� cubic�

feet�of�gas.�The�inbound�traffic�on�the�Houston�Ship�Channel�to�the�busiest�petrochemical�

port� in� the� US� is� halted� and� the� Lousiana�Offshore� Oil� Port,� the� country’s� largest� deep�

water�harbour,�has� likewise�suspended�the�unloading�of�oil� tankers.�The�outcome�will�no�

doubt�be�further�bottlenecks�and�in�turn�further�depletion�of�inventories.�The�data�released�

yesterday� by� the� Department� of� Energy� already� illustrated� clearly� how� badly� Hurricane�

Gustav� hit� oil� production� and� processing.� Crude� stocks� fell� 5.8�million� barrels� last�week,�

which�was�more� than� envisaged.� The�main� reason�was� a� drop� in� crude� imports� of� 1.25�

million�barrels�a� day.�Gasoline�stocks�were�down�6.5�million�barrels,� also�more� than�had�

been� envisaged.� Distillate� stocks� fell� rather� less� than� expected� by� 1.3� million� barrels.�

Utilisation�of�refinery�capacity�was�down�no�less�than�10.4�percentage�points�to�78.3%,�the�

lowest�level�since�October�2005,�when�Hurricanes�Katrina�and�Rita�shut�down�production�

facilities� for�quite�some� time.�Consequently,� the�cost�of�oil� products�can�be�expected� to�

rise.�The�IEA�yesterday�again�lowered�its�global�demand�forecast.�Demand�is�now�expected�

to� increase� by� 100� thousand� barrels� fewer� than� previously� envisaged� this� year,� and� 40�

thousand�barrels� fewer� in� 2009.�While�US�demand� is� likely� to� remain�weak,� the� IEA� still�

assumes�that�demand�will�be�robust�in�the�emerging�economies�and�in�China�in�particular.���

Precious metals:�As� the� dollar� advances� relentlessly,� gold� has� hit� an� 11-month� low� of�

$750�per�Troy�ounce.�The�USD�index,�which�measures�the�dollar’s�performance�versus�a�

basket�of�six�major�currencies,�has�risen�to�its�highest�level�for�11�months,�and�for�the�first�

time�in�a�year,�the�euro�has�fallen�to�below�$1.40.�As�long�as�the�greenback�continues�to�

strengthen,�gold�will�no�doubt�remain�on�the�defensive.�True,�some�financial�investors�are�

also� withdrawing� capital� from� gold� ETFs� at� the� moment,� but� this� should� be� only� a�

temporary�phenomenon.�The�World�Gold�Council� (WGC)� is�expecting� the�number�of�gold�

ETFs�to�increase�from�the�present�14�to�20�by�next�year�in�response�to�buoyant�demand.�

WGC�sponsored�ETFs�currently�hold�almost�800�tons�of�gold,�which�corresponds�roughly�

one� third� of� all� annual� global� output.� Healthy� physical� demand,� stagnating� supply� and�

concern�about�the�stability�of�the�financial�system�as�well�as�US�debt�accumulation�all�point�

to� higher� gold� prices� in� the�medium� term,� even� if� the� turning�point� now�seems� likely� to�

come�somewhat�later�and�at�a�lower�point�thant�first�envisaged,�and�no�significant�impetus�

can�be�expected�from�the�inflation�front.�

Base metals:�Yesterday�saw�a�slight�recovery,�with�copper�benefitting�briefly�from�news�

of�a�5.8�strength�earthquake�in�northern�Chile,�although�it�was�subsequently�shown�to�have�

cause� no� damage� to�mines� in� the� region.� In� addition,� Freeport�McMoRan� reported� that�

what� it� described� as� minor� damage� at� its� Grasberg� mine� had� prompted� a� 1.6%� cut� in�

estimates�of�copper�sales�this�year�to�4.03bn�pounds�(1.83�million�tons).�The�CEO�was�in�

any� case� optimistic� about� metal� prices,� and� production� in� general� is� falling� short� of�

expectations�on�account�of�lower-grade�ore.���

The�sharp�drop�in�aluminium�prices�on�the�LME�forced�producers�to�respond:�Nalco,�India’s�

largest�producer,�cut�its�prices�for�the�fourth�time�in�two�months;�premiums�for�Japanese�

customers�were�also�reduced�for�the�first�time�in�a�year�and�by�the�biggest�amount�for�five�

years.�Following� the�major�correction�–�aluminium� ingots�now�cost� the�equivalent�of�only�

just�over�$2,400�a�ton�on�the�Shanghai�Future�Exchange�–�is�is�questionable�whether�China�

will�proceed�with�extending�production�capacities�seen�in�the�last�years,�which�have�already�

caused�a�glut.�We�expect�considerable�price�gains�for�aluminium�in�the�medium�term.�
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Prices 

Energy* current 1�day 1�week 1�month 1�year

Brent Blend 99.0 -0.9% -7.8% -13.0% 28%

WTI 102.6 -0.9% -5.8% -11.2% 30%

Gasoline RBOB 926.0 0.0% -2.0% -3.0% 33%

Gasoil 921.0 0.8% -4.6% -8.9% 36%

Diesel 931.0 1.3% -4.0% -8.2% 32%

Jet fuel 1020.0 0.7% -4.7% -7.7% 38%

Natural gas 7.4 1.3% 2.3% -10.3% 26%

Industrial metals**
Aluminum 2626 -0.9% -2.8% -8.1% 6%

Copper 6840 0.0% -5.4% -6.7% -9%

Lead 1799 -1.3% -6.1% -7.7% -41%

Nickel 18500 -0.5% -4.2% 2.2% -32%

Tin 18325 1.0% -4.6% -1.3% 22%

Zinc 1750 -1.4% -4.8% 2.1% -38%

 

Precious metals***
Gold 762.9 -2.7% -7.2% -10.1% 4%

Silver 11.0 -3.1% -17.3% -27.4% -16%

Platinum 1188.5 -4.0% -18.7% -25.3% -12%

Palladium 227.8 -4.5% -24.6% -32.5% -35%

Agriculturals*
Wheat 711.5 -0.7% -6.0% -7.6% -17%

Corn 522.5 -0.2% -5.1% 4.9% 61%

Soybeans 1181.5 0.8% -3.5% -2.0% 32%

Sugar 12.1 -0.1% -4.1% -9.3% 30%

Coffee 136.0 0.5% -2.3% 0.7% 17%

Cocoa 2562.0 1.0% -3.1% -3.7% 35%

Currencies***
EUR/USD 1.406 -1.02% -3.14% -6.85% 0.63%

 

* 1-month forward, ** 3-montn forward,*** spot   

   

Inventory data 

Energy* current 1�day 1�week 1�month 1�year

Crude oil 298034 - -1.9% 0.4% -8%

Gasoline 187942 - -3.3% -10.2% -1%

Destilates 3921 - -13.2% -15.3% -5%

Jet fuel 130460 - -1.0% -2.2% -3%

Natural gas 2847 - 3.3% 15.7% -5%

Industrial metals**

Aluminum LME 1184650 1.2% 0.9% 5.4% 34%

Aluminum COMEX 10924 0.0% 0.0% 0.0% -41%

Aluminum Shang. 194139 - 0.6% 0.3% 205%

Copper LME 204125 0.1% 12.1% 34.6% 49%

Copper COMEX 5390 0.0% 0.0% -5.3% -74%

Copper Shanghai 19112 - 8.4% -48.1% -70%

Lead LME 75550 -0.5% -4.0% -17.0% 216%

Nickel LME 50802 0.8% 4.0% 12.5% 86%

Tin LME 5645 -0.4% -3.0% 0.9% -58%

Zinc LME 159375 -0.1% 0.6% -1.7% 115%

Zinc Shanghai 70811 - -0.7% -0.8% -

Precious metals***

Gold 8592782 0.4% 0.7% 2.3% 23%

Silver 138633 -0.3% 0.1% 0.4% 3%

Platinum 1059 0.0% 0.0% -0.9% 34%

Palladium 4454 0.0% -0.2% -0.5% -32%

 

*’000 barrels (DOE), ** metric tons, *** gold – oz., silver – ’000 oz.  
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GRAPH1: Forward curve oil market (WTI) � GRAPH 2: Forward curve gas market (Henry Hub) 
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Source: NYMEX; Bloomberg, Commerzbank Corporates & Markets � Source: NYMEX, Bloomberg, Commerzbank Corporates & Markets 

GRAPH 3: Forward curve aluminium (LME) � GRAPH 4: Forward curve copper (LME) 
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GRAPH 5:  Forward curve Nickel (LME) � GRAPH 6: Forward curve zinc (LME) 
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Source: LME; Bloomberg, Commerzbank Corporates & Markets � Source: LME; Bloomberg, Commerzbank Corporates & Markets 

GRAPH 7: Forward curve lead (LME) � GRAPH 8: Forward curve tin (LME) 
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This� document� has� been� created� and� published� by� the� Corporates� &�Markets� division� of� Commerzbank� AG,� Frankfurt/Main� or� the� group�

companies�mentioned�in�the�document�("Commerzbank").�The�document�is�intended�for�distribution�to�the�bank's�professional�and�institutional�

clients�and�not�to�its�private�clients.�

Commerzbank�Corporates�&�Markets�(CBCM)�is�the�investment�banking�division�of�Commerzbank�AG,�integrating�debt,�equities,�interest�rates�

and�foreign�exchange,�with�specific�expertise�in�corporate�risk�and�capital�structuring.�

Any�information�in�this�report�is�based�on�data�obtained�from�sources�considered�to�be�reliable,�but�no�representations�or�guarantees�are�made�

by�Commerzbank�Group�with�regard�to�the�accuracy�or�completeness�of�the�data.�The�opinions�and�estimates�contained�herein�constitute�our�

best�judgement�at�this�date�and�time,�and�are�subject�to�change�without�notice.�This�report�is�for�information�purposes,�it�is�not�intended�to�be�

and�should�not�be�construed�as�a�recommendation,�offer�or�solicitation�to�acquire,�or�dispose�of,�any�of�the�securities�mentioned�in�this�report.�

Commerzbank�Group�may�provide�banking�or�other�advisory�services�to�interested�parties.�

This� report� is� intended� solely� for� distribution� to� professional� and� business� customers� of� Commerzbank� Group.� It� is� not� intended� to� be�

distributed� to� private� investors� or� private� customers.�Not� for� distribution� to� third� parties.� Commerzbank�Group� accepts� no� responsibility� or�

liability�whatsoever�for�any�expense,�loss�or�damages�arising�out�of�or�in�any�way�connected�with�the�use�of�all�or�any�part�of�this�report.�

In�compliance�with�statutory�and�regulatory�provisions,�Commerzbank�has�made�internal�organisational�arrangements�so�as�to�prevent�as�far�as�

possible� any�conflicts� of� interest� in� preparing� and� transmitting� analyses.� These� include,� in� particular,� in-house� information�barriers� (Chinese�

walls).�These�barriers�prevent�giving�analysts�access�to�information�that�may�cause�conflicts�of�interest�for�Commerzbank�AG�with�regard�to�the�

analysed� issuer� or� its� financial� instruments.� These� information� barriers� also� apply� to� any� information� not� in� the� public� domain� to� which�

Commerzbank�AG�may�have�access�from�a�business�relationship�with�the�issuer.�For�statutory�or�contractual�reasons,�this�information�cannot�

be�used�in�an�analysis�of�the�securities�and�are�therefore�not�included�in�this�report.�

Commerzbank�AG,�its�affiliates�and/or�clients�may�conduct�or�may�have�conducted�transactions�for�their�own�account�or�for�account�of�another�

with� respect� to� the� financial� instruments� mentioned� in� this� report� or� related� investments� before� the� recipient� has� received� this� report.�

Commerzbank�AG,� its� executives,�managers� and�employees�may�hold� shares�or� positions,� possibly� even� short� sale� positions,� in� securities�

included�in�this�report�or�related�investments��

Additional note to readers in the following countries: 

Germany: Commerzbank�AG�is�registered�in�the�Commercial�Register�at�the�local�court�(Amtsgericht)�Frankfurt�under�the�number�HRB�32000�

and� supervised�by� the�German� regulator�Bundesanstalt� für� Finanzdienstleistungsaufsicht� (BaFin).� This� report� is� intended� to� help� customers�

make� their� own� independent� investment� decisions,� and� is� no� substitute� for� investor� and� investment-based� consulting.� The� information�

contained�in�this�report�was�compiled�with�care.��
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Services�Authority,�regulated�by�the�Financial�Services�Authority�for�the�conduct�of�business�in�the�UK,�and�is�a�member�firm�of�the�London�
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must� be� effected� with� Commerzbank� Capital� Markets� Corp.� Under� applicable� US� law;� information� regarding� clients� of� CCMC� may� be�

distributed�to�other�companies�within�the�Commerzbank�Group.�
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Consob�regulation�11522/98�and�later�modifications.�

© 2007 No part of this report may be reproduced or distributed in any manner without permission of Commerzbank Group. In particular 
Commerzbank Group does not allow the redistribution of this report to non-professional investors and cannot be held responsible in any way for 
any third parties who effect such redistribution. 
�

Commerzbank Corporates & Markets�

Frankfurt 
Commerzbank�AG 

London  
Commerzbank�AG�

London�Branch�

New York  
Commerzbank�Capital�

Markets�Corp.�

DLZ�-�Gebäude�2,�Händlerhaus��

Mainzer�Landstraße�153��

60327�Frankfurt 

60�Gracechurch�Street,��

London��

EC3V�0HR 

2�World�Financial�Center,�31st�floor��

New�York,��

NY�10281-1050 

Tel:�+�49�69�136�44440� Tel:�+�44�20�7653�7000� Tel:�+1�212�703�4000�

Fax:�+�49�69�136�40357� Fax:�+�44�20�7653�7400� Fax:�+1�212�703�4201�

�

�


