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Near-term conditions in the oil market 
remain positive with supply disruptions 
helping to drain inventories. However, 
from October onward the market will 
need to absorb the additional flow of 
barrels from OPEC+ countries, with 
Russian announcing it will increase 
its exports in line with its production 
increases. While energy commodities 
rode out the risk-off storm, metals 
markets weren’t as lucky. Precious 
metals prices were lower as a whole 
with spot gold down 1.9% at $1,754/
troy oz while copper and aluminium 
fell 3.9% and 1.3% respectively. The 
downswing has been most apparent 
in iron ore which fell a third week 
running, this time by more than 14% to 
$115/tonne.
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Equities
Global equity markets were hit by a 
bout of risk-off sentiment on Friday 
which led to some multi-month lows 
at the close of the week. The FTSE 
100 dropped -0.9% w/w to end the 
week at levels last seen in July as 
mining firms were hit by the iron ore 
price slump. The CAC ended down 
-0.8% w/w and the DAX -1.4%. In the 
US, the S&P 500 was the biggest w/w 
loser, dropping -0.6%, followed by the 
NASDAQ on -0.5% and the Dow Jones 
on -0.1%. 

Commodities
Energy commodities managed to avoid 
the general risk aversion that took hold 
of markets, particularly in the second half 
of the week. Both Brent and WTI added 
more than 3% over the week to settle 
at $75.34/bl and $71.97/bl respectively. 

FX
Markets took a sharp risk-off tone toward 
the end of the trading week with the 
DXY index gaining solidly on Thursday 
and Friday. The headline index settled 
at 93.195 at the end of trading, a gain 
of 0.6% week/week. EURUSD bore the 
brunt of the decline even as headlines 
suggested the ECB could move faster on 
rates than expected. EURUSD settled at 
1.1725 at the end of week, down 0.75%. 
GBPUSD also fell sharply, down by more 
than 0.7% at GBPUSD 1.3741. While 
the BoE may give a hawkish tilt at this 
week’s MPC meeting, it’s unlikely to move 
immediately given a recent slowdown in 
UK data. Commodity currencies were the 
other major losers over the week with 
USDCAD up 0.57% to 1.2764 and AUD 
and NZD both dropping more than 1% to 
0.7279 and 0.7040 respectively.
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Is US inflation leveling off?  
It’s way too early to tell. All the stimulus mechanisms are still in place and asset 
purchases continue unabated. The US Fed has stopped tapering and interest rates 
are still low. The expenditure multiplier through the government is still upon us. 
Therefore, the inflationary effects are still in the future. The numbers show that the 
US Fed has managed to reach its target of +2% inflation, so it’s time to start taking 
the foot off the accelerator. However, we all know that the market tanks a little bit 
when they start talking like this and there is an immediate reaction of ‘maybe they 
shouldn’t do anything.’ Overall, the jury is still out.  

What is your outlook for China’s economic recovery? 
One of the most intelligent things ever said about this pandemic is that Covid-19 is 
not the end of the world and will not be a switching point that changes everything. 
Rather, it will be an event that accelerates existing trends. This has been very true. 
China was already on a trend of slowing growth as it transitions from industry to 
services. It was already on a trend where people got very worried about financial 
instability popping up. There isn’t a single country in the world which has successfully 
transitioned from industrialization to a service economy without a financial crisis. So 
why would China be the first one? We will see, at a minimum, a continued decline in 
China’s growth with all the negative implications for energy and oil markets. 

Are current oil demand outlooks too reliant on projections for global GDP 
growth? 
Every year we need less oil to produce the same global GDP. At current GDP levels, 
you would need about 2.2mn b/d less than the year before. So, to produce the 
same GDP at the end of 2021 globally, which we had pre-pandemic, we will need 
4.3mn b/d less than 2019. That is the gap. It’s not because demand is not recovering 
or very weak. We are seeing the normal pattern of efficiency improvements. We 
should not expect, as most analysts do, that the GDP level of 2019 equals the oil 
demand of 2019.  
*Paraphrased comments
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