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OVERVIEW

e In USD terms, NAB’s Non-Rural Commodity Price Index
is forecast to increase by 2.7% qoq in Q1 2019 — driven
almost entirely by the upturn in iron ore prices.
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e In annual average terms, the USD index is forecast to
rise by just 0.5% in 2019, before declining by 3.1% in

2020 — with a softer profile for iron ore and NAB NUN'RURAL CUMMUDITY PRI[}E INDEX

metallurgical coal the main contributors.
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Spot Actual Forecasts
Unit 7/02/2019 Dec-18 Mar-19 Jun-19  Sep-19 Dec-19 Mar-20 Jun-20  Sep-20  Dec-20
WTI oil US$/bbl 53 66 53 59 59 64 64 69 69 69
Brent oil US$/bbl 61 76 60 65 65 70 70 75 75 75
Tapis oil Us$/bbl 64 79 o o1 9 7 71 o e /o
Gold US$/ounce 1310 1230 1300 1320 1330 1350 1360 1370 1380 1390
Iron ore (spot) US$/tonne n.a. 72 84 82 78 76 72 68 71 69
Hard coking coal*  US$/tonne n.a. 217 200 193 178 170 165 160 155 152
Thermal coal (spot) US$/tonne 102 105 95 93 98 95 93 90 88 90
Aluminium US$/tonne 1872 1964 1865 1850 1875 1900 1925 1935 1945 1950
Copper US$/tonne 6228 6161 6100 6250 6400 6300 6225 6150 6125 6100
Lead US$/tonne 2061 1966 2050 1950 1900 1850 1825 1800 1750 1725
Nickel US$/tonne 12910 11485 12000 12250 12500 12750 12600 12500 12400 12500
Zinc US$/tonne 2723 2627 2625 2575 2500 2470 2450 2475 2450 2425
Aus LNG** AU$/GJ n.a. 13.6 14.0 11.3 11.6 11.4 11.9 11.8 12.3 12.2

* Data reflect NAB estimates of US$/ tonne FOB quarterly contract prices. Actual data represent most recent final quarterly contract price.

** Implied Australian LNG export prices



IRON ORE

Mine closures in Brazil —in response to safety concerns
around unsafe tailing dam infrastructure — are likely to
limit the growth of global supply in 2019 (and
potentially the next few years as well). Previously the
market had been expected to be in surplus this year and
while some of the lost supply can be replaced by higher
output at other mines (particularly in Brazil), supply is
still expected to be tighter. As a result, we have revised
our price forecasts higher —to US$80 a tonne in 2019
(from US$62 previously) and US$70 a tonne in 2020
(from US$60) — with a gradual increase in supply and
softer growth in Chinese demand leading to the
expected decline.

COAL

Constraints on both major importers and exporters
present considerable uncertainty to the coal outlook.
Queensland metallurgical exports are limited by a
regulatory dispute impacting the rail infrastructure
operator, while China’s imports have been constrained
by unofficial quotas aimed at boosting domestic output.
Reflecting current strength in prices, our near term
forecast for hard coking coal has been raised, leading to
a full year price of US$185 a tonne in 2019 (from US$170
previously) and US$158 a tonne in 2020. Our thermal
coal forecast is marginally weaker — at US$95 a tonne in
2019 and US$90 a tonne in 2020 (from US$102 and
US$100 previously). The weaker demand environment is
expected to drive prices lower.

OIL

Oil prices eased considerably late last year, but have
come back a little in the new year. Brent has generally
traded in the low-US$60s range over the last month,
while WTI has been in the low-mid US$50s over the
period.

The outlook for the oil market is clouded by a range of
geopolitical risks, including US-China trade
negotiations, sanctions on Iran and Venezuela and
OPEC supply machinations, as well as broader concerns
around global growth. On balance, we see a gradual
uptrend for oil this year, with Brent forecast to reach
US$70/bbl by the end of the year.

GAS

These relatively low oil prices have had a knock-on
effect for Australian LNG export prices, many of which
are tied to global oil prices through long term contracts.
This means that LNG prices are likely lower this year —
around AUD11-12/GJ from Q2.

Volumes are performing strongly, and the remaining
two projects should be up to full capacity this year.
Exports should level off at a high level this year. That
said, natural gas prices for domestic users in eastern
Australia will likely remain high by historic standards.

IRON ORE HIGHER ON SUPPLY CONCERNS
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COAL PRICES EASING FROM RECENT PEAKS
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OIL WELL BELOW 6 MONTH AGO LEVELS
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AUSTRALIAN LNG EXPORTS PERFORMING WELL
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GOLD

After reaching a low of around US$ 1170/0z in August,
2018, gold has recovered smartly. It was last trading
around US$1314/0z. There has also been a rise in
investor interest, as evidenced by higher gold holding
by Exchange Traded Funds (ETFs), and a positive net
long position in gold .

A subdued outlook for growth, a more dovish outlook
for US monetary policy and heightened risk aversion
should support gold prices. We are forecasting gold to
hover around US$1350/0z in 2019, rising to US$ 1390/0z
in 2020, with risks evenly balanced.

BASE METALS

Weaker economic growth in China — the leading
consumer of base metals — and in particular difficult
conditions in manufacturing (due to the impact of
slowing growth and weaker export prospects) present a
negative environment for base metal prices in the short
term. Metals markets will continue to be impacted by
short term supply shocks — such as labour disputes at
individual mines — however the price outlook is
generally weaker in the short term, particularly for
aluminium, where we have revised our near term
forecasts lower.
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Important Notice

GOLD - RISING INVESTOR DEMAND

Number Tonnes
350,000 2,800
300,000 Exchange Traded Funds (RHS)

250,000 2,400
200,000
2
150,000 ,000
1
00,000 1600
50,000
o US Net Long
f s T T
Positions in Gold 1,200
750,000 Futures (LHS)
-100,000 800
o = N [ N o = o [ N o
Moo o ® B W g @ B Y 9P
wn w wn o o =z 4 o o o &
$ 3 8§ 4 & & g 2 2 2 3
S 8 5 £ 8 & B & & 5 b

Sources: Bloomberg

METALS LOWER ON

WEAKER CHINESE DEMAND

USS/t
5000 10000 (4000 40000
Copper (RHS) Zinc (LHS)
4000 8000 Lead (LHS)
3000 30000
3000 6000
2000 20000
2000 4000
Aluminium (LHS) 1000 10000
1000 2000
Nickel (RHS)
(0] 0 (0] (]
Jan-10  Mar-14  May-18 Jan-10 Mar-14 May-18

Source: Refinitiv, NAB Economics

International Economics
Gerard Burg

Senior Economist

+(61 3) 8634 2788

John Sharma
Economist
+(61 3) 8634 4514

Global Markets Research

Ivan Colhoun
Global Head of Research
+(61 2) 9237 1836

This document has been prepared by National Australia Bank Limited ABN 12 004 044 937 AFSL 230686 ("NAB"). Any
advice contained in this document has been prepared without taking into account your objectives, financial situation or
needs. Before acting on any advice in this document, NAB recommends that you consider whether the advice is

appropriate for your circumstances.

NAB recommends that you obtain and consider the relevant Product Disclosure Statement or other disclosure document,
before making any decision about a product including whether to acquire or to continue to hold it.

Please click here to view our disclaimer and terms of use.
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http://www.nab.com.au/content/dam/nab/business/international/financial-markets/documents/nab-research-disclaimer.pdf
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