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IN A NUTSHELL

 Commodities and the energy space in particular have been challenged by the
coronavirus outbreak. How the infection rate evolves over the upcoming days and
weeks will be critical, especially to the oil-price outlook.

 Chinese copper importers have declared force majeure. Port shutdowns mean the
downward trend in copper prices probably won't ease any time soon.

 For trade-deal optimism to continue to drive agricultural prices higher, the market
would need to see more realized export sales to China. In the midst of the coronavirus turmoil, that seems unlikely.

The coronavirus is on everyone's lips – and not least of
those who manage commodity portfolios. Thus far, it has
contributed to making 2020 a wild ride. Prices have fallen in
recent weeks. But when the turmoil eases, there could be
opportunities.
The conflict between the United States and Iran in January
looked like a severe shock to oil markets. But the coronavirus, now technically named COVID-19, has proven to be a
still greater shock. Very little is known about how contagious
the virus is nor how successful the control measures may
prove to be. It is apparent, however, that we have not yet
reached an inflection point at which we can be sure that the
virus will be contained. The coming days might provide
more light on the trajectory of the disease. As Chinese employees return to work after the extended Lunar New Year
holiday, economic activity is likely to pick up again. If there
is no significant increase in the rate of infection, we believe
it could take until April before Chinese oil demand may be
fully restored. But for now, headline news has been dominating the market and we foresee even more volatility. The
large energy companies in the United States are particularly
challenged by this tumultuous market environment.
And yet, a post-coronavirus world won't necessarily be a far
brighter one for the energy sector. The International Energy
Agency (IEA) is predicting the first quarterly decline in global oil demand in over a decade. And so when attention
shifts back to fundamentals, we believe that slower economic growth will create a challenging environment for oil.
Excess supply, OPEC's limited ability to decrease production, and continuing growth in U.S. shale is likely to amplify
that. OPEC might respond – it is mulling over an extension
of its voluntary production cuts. In an extraordinary meeting

in Vienna in early February the Joint Technical Committee
recommended extending the cuts until the end of 2020.
A still bigger question lurks just beneath the surface: Is
there such a thing as a post-coronavirus world for China? It
remains to be seen whether the oil-demand destruction is
temporary or permanent. Will people resume eating out,
driving extensively and traveling right away? Or will it take a
very long time for them to do so? At this point, we see most
demand as being deferred rather than destroyed. The longer the outbreak lasts, however, the more likely it is that the
deferred demand will turn into destroyed demand. We will
therefore closely monitor travel and industrial output, as well
as measures of congestion and pollution, to gauge the level
of economic activity in China, not only to find answers to the
big questions about possibly changed behavior patterns, but
also to watch for signs of alleviation and a return to normal.
Within natural gas the world does not look much better.
Chinese gas buyers have declared force majeure 1 and have
walked away from their purchase contracts. As outlined in
previous issues, the gas market continues to be hopelessly
oversupplied. The coronavirus just makes the already
gloomy outlook – due to a mild winter and increasing supply
from the United States – even darker. Prices will likely remain under pressure.
Similarly, Chinese copper importers have declared force
majeure. Port shutdowns mean the downward trend in copper prices probably won't ease any time soon. At the beginning of the year, the phase-one trade deal between the
United States and China was supportive and better-thanexpected economic data from China also helped to fuel a
rally in prices. The coronavirus turned the outlook upside
down. While we believe the downward pressure on prices
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will be alleviated when we reach an inflection point in the
epidemic, we expect copper prices to exhibit heightened
volatility in coming weeks. Longer-term, we maintain a positive outlook given strong underlying fundamentals. More
broadly we see short-term pressure on base-metal prices
due to the coronavirus outbreak but expect the sector to
rebound, with Chinese fiscal support.
While uncertainty keeps energy and base-metal investors at
bay, precious metals remain supported. We expect the
coronavirus outbreak, together with near-term geopolitical
risks, to keep the gold price in the mid to high 1,500 dollarsper-ounce range. However, any turnaround in macroeconomic sentiment or relief of geopolitical risks could trigger a
correction in gold to around 1,500 dollars per ounce, or
even below. Strategically we believe gold has scope to rise
should the U.S. Federal Reserve (the Fed) move ahead
with further interest-rate cuts. Rising geopolitical tensions
should also continue to stimulate investor interest in gold.
Additionally, we expect palladium to continue to shine on
robust fundamentals, though we may see increased price
volatility.

na is making observers skeptical that the 40 to 50 billion
dollars in additional annual Chinese import commitments
can be reached. For trade-deal optimism to continue to
drive prices higher, market participants would need to see
more realized U.S. export sales to China. In the midst of the
coronavirus turmoil, that seems unlikely. Indeed, Robert
O'Brien, U.S. National Security Advisor, has acknowledged
that the coronavirus "could have an impact on how big, at
least in this current year, the purchases are."
Elsewhere, South America appears to be on track for a robust harvesting season. This should continue to pressure
agricultural prices in the United States in the near term.
U.S. pork-product sales to China had been strong, with China recently lowering tariffs on U.S. pork imports – partially
because the African Swine Flu had jeopardized pork supplies – but price momentum has faltered in the wake of the
coronavirus.
It has been a tough period for most commodities. Whenever
the coronavirus dust settles, there could be opportunities to
re-enter.

The phase-one trade deal had allowed everyone to breathe
a sigh of relief. But a lack of meaningful export sales to Chi-
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GLOSSARY
Bloomberg Aluminum Subindex (BCOMAL) is a commodity group
subindex of the Bloomberg CI (BCOM) composed of futures contracts on Aluminum.

Bloomberg Silver Subindex (BCOMSI) is a commodity group subindex of the Bloomberg CI (BCOM) composed of futures contracts on
Silver.

Bloomberg Brent Crude Subindex (BCOMCO) is a commodity
group subindex of the Bloomberg CI (BCOM) composed of futures
contracts on Brent Crude.

Bloomberg Soybeans Subindex (BCOMSY) is a commodity group
subindex of the Bloomberg CI (BCOM) composed of futures contracts on Soybeans.

The Bloomberg Commodity Index (BCOM) traces 23 commodities
and reflects commodity futures price movements.

Bloomberg Sugar Subindex (BCOMSB) is a commodity group subindex of the Bloomberg CI (BCOM) composed of futures contracts
on Sugar.

Bloomberg Copper Subindex (BCOMHG) is a commodity group
subindex of the Bloomberg CI (BCOM) composed of futures contracts on Copper.
Bloomberg Corn Subindex (BCOMCN) is a commodity group subindex of the Bloomberg CI (BCOM) composed of futures contracts on
Corn.
Bloomberg Cotton Subindex (BCOMCT) is a commodity group
subindex of the Bloomberg CI (BCOM) composed of futures contracts on Cotton.

Bloomberg Wheat Subindex (BCOMWH) is a commodity group
subindex of the Bloomberg CI (BCOM) composed of futures contracts on Wheat.
Bloomberg WTI Crude Oil Subindex (BCOMCL) is a subindex of the
Bloomberg CI (BCOM) composed of futures contracts on WTI crude
oil.
Bloomberg Zinc Subindex (BCOMZS) is a subindex of the Bloomberg CI (BCOM) composed of futures contracts on Zinc.

Bloomberg Gold Subindex (BCOMGC) is a commodity group subindex of the Bloomberg CI (BCOM) composed of futures contracts on
Gold.

The International Energy Agency (IEA) is a autonomous intergovernmental organization which works to ensure reliable, affordable
and clean energy for its 30 member countries and beyond.

Bloomberg Live Cattle Subindex (BCOMLC) is a commodity group
subindex of the Bloomberg CI (BCOM) composed of futures contracts on Live Cattle.

OPEC's Joint Technical Committee (JTC) review the state of the oil
market.

Bloomberg Natural Gas Subindex (BCOMNG) is a commodity
group subindex of the Bloomberg CI (BCOM) composed of futures
contracts on Natural Gas.
Bloomberg Platinum Subindex (BCOMPL) is a commodity group
subindex of the Bloomberg CI (BCOM) composed of futures contracts on Platinum.

The Organization of the Petroleum Exporting Countries (OPEC) is
an international organization with the mandate to ”coordinate and
unify the petroleum policies“ of its meanwhile 12 members.
The U.S. Federal Reserve, often referred to as "the Fed", is the
central bank of the United States.
Volatility is the degree of variation of a trading-price series over
time. It can be used as a measure of an asset's risk.

APPENDIX: PERFORMANCE OVER THE PAST 5 YEARS (12-MONTH PERIODS)
01/15 - 01/16

01/16 - 01/17

01/17 - 01/18

01/18 - 01/19

01/19 - 01/20

-23.4%

13.4%

2.5%

-10.1%

-7.3%

-45.5%

17.1%

15.4%

-14.3%

-5.1%

-44.2%

30.5%

21.7%

-9.6%

3.0%

Bloomberg Natural Gas Subin-

-37.2%

-4.3%

-23.2%

-6.2%

-46.9%

Bloomberg Gold Subindex

-13.1%

7.0%

8.8%

-4.1%

16.6%

Bloomberg Silver Subindex

-18.4%

20.8%

-4.0%

-9.4%

8.3%

Bloomberg Platinum Subindex

-29.7%

12.9%

-0.8%

-19.6%

13.7%

Bloomberg Copper Subindex

-17.9%

29.7%

13.8%

-15.6%

-10.7%

Bloomberg
Aluminum
Subindex
-22.9%
16.6%
Past
performance
is not indicative
of future returns.
Sources: Bloomberg Finance L.P., DWS Investment Management Americas Inc. as of 12/3/18

18.1%

-13.5%

-13.9%

Bloomberg Zinc Subindex

-25.6%

72.7%

23.6%

-19.9%

-15.4%

Bloomberg Corn Subindex

-10.2%

-11.3%

-12.2%

-8.9%

-9.1%

Bloomberg Wheat Subindex

-7.0%

-23.4%

-11.1%

-1.5%

3.4%

Bloomberg Soybeans Subindex

-7.2%

14.4%

-7.7%

-14.5%

-13.1%

Bloomberg Sugar Subindex

-19.4%

48.8%

-38.5%

-12.1%

2.7%

Bloomberg Cotton Subindex

0.9%

21.0%

3.3%

-4.7%

-13.1%

-11.3%

-6.0%

8.6%

2.1%

-7.4%

Bloomberg Commodity Index
Bloomberg WTI Crude Oil Subindex
Bloomberg Brent Crude Subindex

Bloomberg Live Cattle Subindex

Past performance is not indicative of future returns.
Sources: Bloomberg Finance L.P., DWS Investment Management Americas Inc. as of 2/13/20

All articles are available on https://go.dws.com/cio-view-articles

CRC 073648 (02/2020)

/3

CIO I VIEW CIO Commodity Commentary

IMPORTANT INFORMATION: EMEA
The following document is intended as marketing communication.
DWS is the brand name under which DWS Group GmbH & Co. KGaA and its subsidiaries operate their business activities. Clients will be
provided DWS products or services by one or more legal entities that will be identified to clients pursuant to the contracts, agreements, offering materials or other documentation relevant to such products or services.
The information contained in this document does not constitute investment advice.
All statements of opinion reflect the current assessment of DWS Investment GmbH and are subject to change without notice.
Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical
performance analysis, therefore actual results may vary, perhaps materially, from the results contained here.
Past performance, [actual or simulated], is not a reliable indication of future performance.
The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. This marketing communication is neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohibition on trading
prior to the publication of financial analyses.
This document and the information contained herein may only be distributed and published in jurisdictions in which such distribution and
publication is permissible in accordance with applicable law in those jurisdictions. Direct or indirect distribution of this document is prohibited
in the USA as well as to or for the account of US persons and persons residing in the USA.
DWS Investment GmbH 2020

IMPORTANT INFORMATION: UK
Issued in the UK by DWS Investments UK Limited. DWS Investments UK Limited is authorised and regulated by the Financial Conduct Authority (Registration number 429806).
DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS
brand are specified in the respective contracts, sales materials and other product information documents. DWS, through DWS Group GmbH
& Co. KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in good faith and
on the following basis.
This document is a financial promotion and is for general information purposes only and consequently may not be complete or accurate for
your specific purposes. It is not intended to be an offer or solicitation, advice or recommendation, or the basis for any contract to purchase
or sell any security, or other instrument, or for DWS to enter into or arrange any type of transaction as a consequence of any information
contained herein. It has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor.
This document does not identify all the risks (direct and indirect) or other considerations which might be material to you when entering into a
transaction. Before making an investment decision, investors need to consider, with or without the assistance of an investment adviser,
whether the investments and strategies described or provided by DWS, are suitable and appropriate, in light of their particular investment
needs, objectives and financial circumstances. We assume no responsibility to advise the recipients of this document with regard to changes in our views.
We have gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee the accuracy,
completeness or fairness of such information and it should not be relied on as such. DWS has no obligation to update, modify or amend this
document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, projection, forecast or estimate set
forth herein, changes or subsequently becomes inaccurate.
DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding
the tax consequences on the purchase, ownership, disposal, redemption or transfer of any investments and strategies suggested by DWS.
The relevant tax laws or regulations of the tax authorities may change at any time.
This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates,
projections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author‘s
judgement as of the date of this document. Forward looking statements involve significant elements of subjective judgements and analysis
and changes thereto and/ or consideration of different or additional factors could have a material impact on the results indicated. Therefore,
actual results may vary, perhaps materially, from the results contained herein. No representation or warranty is made by DWS as to the
reasonableness or completeness of such forward looking statements or to any other financial information contained in this document.

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS.
© DWS 2020
Publisher: DWS Investment GmbH, Mainzer Landstraße 11-17, 60329 Frankfurt am Main, Germany
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IMPORTANT INFORMATION – APAC
DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS
brand are specified in the respective contracts, sales materials and other product information documents. DWS Group GmbH & Co. KGaA,
its affiliated companies and its officers and employees (collectively “DWS Group”) are communicating this document in good faith and on the
following basis.
This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor.
Before making an investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the
investments and strategies described or provided by DWS Group, are appropriate, in light of their particular investment needs, objectives
and financial circumstances. Furthermore, this document is for information/discussion purposes only and does not constitute an offer, recommendation or solicitation to conclude a transaction and should not be treated as giving investment advice.
DWS Group does not give tax or legal advice. Investors should seek advice from their own tax experts and lawyers, in considering investments and strategies suggested by DWS Group. Investments with DWS Group are not guaranteed, unless specified.
Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and loss of income
and principal invested. The value of investments can fall as well as rise and you might not get back the amount originally invested at any
point in time. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of time. The terms of
any investment will be exclusively subject to the detailed provisions, including risk considerations, contained in the offering documents.
When making an investment decision, you should rely on the final documentation relating to the transaction and not the summary contained
herein. Past performance is no guarantee of current or future performance. Nothing contained herein shall constitute any representation or
warranty as to future performance.
Although the information herein has been obtained from sources believed to be reliable, DWS Group does not guarantee its accuracy, completeness or fairness. No liability for any error or omission is accepted by DWS Group. Opinions and estimates may be changed without
notice and involve a number of assumptions which may not prove valid. All third party data (such as MSCI, S&P, Dow Jones, FTSE, Bank of
America Merrill Lynch, Factset & Bloomberg) are copyrighted by and proprietary to the provider. DWS Group or persons associated with it
may (i) maintain a long or short position in securities referred to herein, or in related futures or options, and (ii) purchase or sell, make a
market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation.
The document was not produced, reviewed or edited by any research department within DWS Group and is not investment research. Therefore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions
expressed by other DWS Group departments including research departments. This document may contain forward looking statements.
Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author’s judgment as of the date of this material. Forward looking
statements involve significant elements of subjective judgments and analyses and changes thereto and/or consideration of different or additional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the results
contained herein. No representation or warranty is made by DWS Group as to the reasonableness or completeness of such forward looking
statements or to any other financial information contained herein.
This document may not be reproduced or circulated without DWS Group’s written authority. The manner of circulation and distribution of this
document may be restricted by law or regulation in certain countries, including the United States.
This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be contrary to law or regulation or which would subject DWS Group to any registration or licensing requirement within such jurisdiction not currently
met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe,
such restrictions.
Unless notified to the contrary in a particular case, investment instruments are not insured by the Federal Deposit Insurance Corporation
(”FDIC“) or any other governmental entity, and are not guaranteed by or obligations of DWS Group.
In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not been reviewed by
the Securities and Futures Commission.
© 2020 DWS Investments Hong Kong Limited
In Singapore, this document is issued by DWS Investments Singapore Limited and the content of this document has not been reviewed by
the Monetary Authority of Singapore.
© 2020 DWS Investments Singapore Limited
In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640) and the content of this
document has not been reviewed by the Australian Securities Investment Commission.
© 2020 DWS Investments Australia Limited
Publisher: DWS Investment GmbH, Mainzer Landstraße 11-17, 60329 Frankfurt am Main, Germany
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