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Executive Summary
Most commodity prices continued to rise in the third quarter from their lows in early 2016 . Crude oil prices are forecast 
to rise to $55 per barrel in 2017 from an average of $43/bbl this year as the market continues to rebalance and OPEC 
is likely to limit output . Metals prices are projected to rise more sharply in 2017 than forecast in July, as a result of 
faster-than-expected mine closures . Agricultural commodities prices are anticipated to rise slightly in 2017 after a 
minimal decline this year but with wide variations in the outlook for different commodities depending on supply condi-
tions . This issue of the Commodity Markets Outlook analyzes OPEC’s recent decision to limit output by examining 
earlier commodity agreements and assessing the implications of changing market forces over the past decades . It con-
cludes that commodity agreements have limited ability to influence global prices over extended periods of time and 
eventually collapse, often with unintended consequences . The ability of OPEC, the only surviving commodity organiza-
tion seeking to influence markets, will be tested in the presence of unconventional oil suppliers, notably the U .S . shale 
oil industry .

Trends. Energy prices rose more than 3 percent in the 
third quarter of 2016 from the second quarter (Figure 
1). Coal prices surged 30 percent, reflecting strong 
import demand and tightening supply in China fol-
lowing restrictions on production aimed at reducing 
pollution. U.S. natural gas prices jumped more than 
33 percent due to strong demand for air conditioning, 
falling production, lower injections into storage, and 
increased exports to Mexico and to South America 
during the southern hemisphere winter.

Crude oil prices were slightly lower in the quarter, av-
eraging $44.7/bbl, as supply returned to the market, 
notably in Canada, after wildfires in the spring. 
OPEC production edged up, with most of the gains 
coming from Iran and Saudi Arabia. Oil prices 
jumped in late September, when OPEC members an-
nounced a plan to limit oil output. The details of this 
agreement are expected to be finalized at the group’s 
meeting in November. The Islamic Republic of Iran, 
Libya and, Nigeria are likely to be excluded from the 
agreement (Figure 2).

Source: World Bank.
Note:  Last observation is September 2016.

Source: International Energy Agency.
Notes: Other Gulf is Iraq, Kuwait, Qatar, United Arab Emirates. Other non Gulf is 
Algeria, Angola, Ecuador, Gabon, Indonesia, República Bolivariana de Venezuela.

1 Commodity price indexes, monthly OPEC production, 2010 and 20162

The Non-Energy Commodity Price Index rose margin-
ally in the third quarter with large variations across 
individual commodities, mostly because of supply 
conditions. Metals prices increased 4 percent from the 
second quarter due to mine closures in a number of 
countries and production cuts. Precious metals prices 
jumped 8 percent in the third quarter due to strong 
investment demand following the U.S. Federal Re-
serve’s delay of an expected interest rate increase, al-
though the trend has reversed on heightened expecta-
tions of a rate rise in December. The Beverage Price 
Index rose 4 percent, led by a 10 percent increase in 
coffee prices as a result of drought-related crop losses. 
Grains prices declined 8 percent following wheat and 
maize price drops of 15 percent and 10 percent, re-
spectively, attributable to record crops.

Outlook and risks. All main commodity price indexes 
are projected to decline in 2016 from the previous 
year, with the exception of food and precious metals, 
reflecting well-supplied markets (Table 1). The de-
clines for most indexes are smaller than expected in 
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the July, with some exceptions. Prices for most com-
modities are expected to rise in 2017. Energy prices 
are forecast to increase 24 percent in 2017 after drop-
ping 15 percent this year.

Oil prices are expected to average $55/bbl, next year, 
higher than the $53/bbl forecast in July, reflecting 
OPEC’s intention to limit output. Upside risks to the 
oil price forecast include further supply disruptions 
among key producers and stronger-than-expected 
OPEC production cuts. In contrast, greater-than-ex-
pected oil output and further weakening in EMDE 
economic growth could lower prices.

Non-energy commodity prices are expected to rise 2 
percent in 2017 after a 3 percent drop the previous 
year. Metals prices are forecast to rise 4 percent in 
2017 after a 9 percent slide in 2016. Zinc, lead, and 
tin prices are projected to increase due to tightening 
supplies. Downside price risks for metals include a 
further slowdown of growth in China and higher-
than-expected production, while upside risks relate to 
government-directed supply restraint in Asia and re-
luctance by producers to activate idle capacity as de-
mand picks up. Precious metals prices are projected to 
decline in 2017 as benchmark interest rates rise and 
safe-haven buying ebbs.

Although, on average, the Agricultural Price Index is 
expected to remain broadly stable in 2017, the out-
looks for its components vary depending on supply 
conditions. A small increase of 1.5 percent in the 
Food Price Index largely reflects an anticipated 2.9 
percent rebound in grains prices. This is expected to 
be a correction from the price decline in 2016 that 
resulted from larger-than-expected crops of maize in 

TABLE 1 Nominal price indexes (actual and forecasts) and forecast revisions

Price Indexes (2010=100) Change (%) Revision2

2012 2013 2014 2015 2016f1 2017f1 2015-16 2016-17 2016f 2017f
Energy 128 127 118 65 55 68 -15.1 24.0 0.8 2.0
Non-Energy3 110 102 97 82 80 82 -3.1 2.1 0.8 0.8
  Agriculture 114 106 103 89 89 91 -0.1 1.4 0.6 0.5
    Beverages 93 83 102 94 92 91 -2.0 -0.6 2.0 1.8
    Food 124 116 107 91 92 94 1.7 1.5 1.2 1.1
       Oils and meals 126 116 109 85 89 91 4.9 2.0 1.8 1.6
       Grains 141 128 104 89 83 85 -6.7 2.9 -2.7 -2.5
       Other food 107 104 108 100 105 105 4.9 -0.2 3.9 3.5
    Raw Materials 101 95 92 83 80 82 -3.7 2.6 -1.7 -1.5
  Fertilizers 138 114 100 95 78 80 -18.0 2.0 0.0 0.0
  Metals and Minerals 96 91 85 67 61 63 -9.1 4.1 1.2 1.6
Precious Metals3 138 115 101 91 97 95 7.5 -2.0 0.0 0.0
Memorandum items    
  Crude oil ($/bbl) 105 104 96 51 43 55 -14.6 27.5 0.3 2.0
  Gold ($/toz) 1,670 1,411 1,266 1,161 1,250 1,219 7.7 -2.4 0.0 0.0

Source: World Bank.
Notes:  (1) "f" denotes forecasts. (2) Denotes revision to the forecasts from the April 2016 report (expressed as change in index value except $/bbl for crude oil, and $/toz 
for gold). (3) The non-energy price index excludes precious metals. See Appendix C for definitions of prices and indexes. Figures may not match due to rounding.

the United States and wheat in Australia and Central 
Asia. Upside risks to the agricultural price forecasts 
include worsening weather conditions in South 
America and East Asia and a larger-than-expected in-
crease in energy prices, a key cost component. Risks of 
disruptions from the La Niña weather pattern are lim-
ited. Downside price risks include the possibility of 
increased agricultural subsidies, which would encour-
age greater supplies as well as diminished diversion of 
food commodities to the production of biofuels.

Special Focus on OPEC production in the context of 
commodity agreements and market fundamentals. On 
September 28, OPEC agreed to limit crude oil output 
to 32.5-33.0 million barrels per day, effectively end-
ing two years of unrestrained production. This marked 
an important policy shift, especially for Saudi Arabia, 
the organization’s largest producer. The details of the 
new plan are to be worked out and announced at the 
group’s meeting on November 30. The Islamic Re-
public of Iran, Libya, and Nigeria, all OPEC mem-
bers, are likely to be exempted from the production 
limits because of earlier production losses. The plan, if 
implemented, would be the first production cut since 
2008. OPEC is also preparing a framework for con-
sultations with non-OPEC producers including the 
Russian Federation. The Focus section concludes that 
commodity agreements have limited ability to influ-
ence the market and eventually collapse, often with 
unintended consequences. In the case of OPEC, the 
only surviving commodity organization seeking to in-
fluence markets, guiding global oil prices will be chal-
lenging in the presence of unconventional oil produc-
ers, notably the U.S. shale oil industry. 
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