
ommodity prices diverged in July, with crude
oil and metals prices higher while agricul-

tural prices fell.  The supplies of agricultural com-
modities continued to increase while supplies of crude
oil and metals decreased due to producer cutbacks.  De-
mand began to recover from the depressed levels of
the past year, following the faster-than-expected re-
covery in Asia.

Crude oil prices rose an additional 16% to av-
erage $19/bbl in July as OPEC continues to show
strong compliance with its production quotas.  Invento-
ries are expected to fall significantly through the re-
mainder of the year which suggests that more oil will
be required from OPEC this winter.  Thus far, OPEC
has not indicated plans to raise quotas at its upcoming
September meeting.  If the organization defers increases
in production quotas until the next meeting in March,
prices could still rise higher.

Metals prices rose 7%.  Copper prices surged
15%, due to a succession of announced production cut-
backs at mines and smelters, as well as several tempo-
rary closings due to labor disputes.  Aluminum prices
rose nearly 7% following an explosion at Kaiser
Aluminum’s Gramercy alumina refinery in Louisiana.
Nickel prices continued to rise because of reduced ship-
ments from the Russian Federation.  Aluminum and
zinc prices benefited from both lower inventories and
increased speculative demand from investment funds.
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Gold prices remained weak due to concerns about fur-
ther central bank sales and an additional 25 ton sale of
gold by the Bank of England in July.

Agricultural prices were down an additional
4.8%, led by sharp declines in vegetable oils,
sugar, grains, and coffee.  Palm and coconut oil prices
led the list of commodities lower in July, down 18% and
17%, respectively.  The decline was due to the reduc-
tion in the Indonesian palm oil export tax in July, and
large supplies of oil seeds.  Sugar prices fell back to
previous lows as building surpluses dashed hopes of a
price recovery.  Grain prices were very uncertain, but
ended lower, as the drought in the US was judged to be
too late to reduce production significantly.
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Major Movers in July

Aluminum  prices rose 6.7% in July following an
explosion at Kaiser Aluminum’s Gramercy alumina re-
finery in Louisiana.  The explosion is under investiga-
tion and company officials have not indicated when the
Gramercy refinery could return to production.

Coffee prices were sharply lower as concerns
about the potential for frost damage to the Brazilian
crop faded.  Arabica prices fell 11.5% and robusta
prices fell 6.2% in July.  The market is expected to be
in surplus in the 1999/00 marketing year with produc-
tion of about 102 million bags and consumption of 98-
99 million bags.

Copper prices rose 15.3% as production cutbacks
and mine closings continued to reduce the overcapac-
ity in the industry.  A dock workers’ strike in Chile, the

second largest copper producer, also contributed to the
expectations of higher prices.  Supplies of copper at the
Comex are at their lowest levels since March, but cop-
per stocks are still high.

Grain  prices fell an additional 4.1% as wheat and
maize tumbled amid increasing evidence of another year
of high stocks and low prices.  Wheat fell 7.5% to
reach the lowest level since August 1986, while maize
prices fell 10.4% to the lowest level since December,
1987.  Rice prices rose 2.0%.

Nickel prices increased nearly 10% due to reduced
shipments from Russia after Arctic seas were blocked
by ice for longer than normal this year.  Russia’s RAO
Norilsk is the world’s largest producer with a 20% share
and exports 95% of its production according to
Bloomberg.  LME stocks are at a 2-year low.

Petroleum prices continued to rise, up an addi-
tional 16% in July, in anticipation of tight supplies this
winter.  Production cutbacks are beginning to reduce
surplus crude oil inventories, although product stocks
remain high.  OPEC meets September 22nd to decide
whether to raise output in the fourth quarter.

Soybean prices fell 5.2% as an expected record
US soybean crop combined with large supplies of com-
peting vegetable oilseeds and maize, sent soybean prices
lower by $10/ton to $184/ton, f.o.b., the US Gulf.  The
drought which has hit the northeastern US was not wide-
spread enough to keep soybean prices rising.  Soybean
oil prices fell 4.4% due to increased supplies of other
vegetable oils as well as prospects of record US soy-
bean oil supplies.

Sugar prices fell back to earlier lows following the
flurry of demand to import sugar into Russia before the
new import tax took effect in August.  The magnitude
of the oversupply has become clear and the prospects
of a sustained price increase have decreased.

Tea prices were generally higher in July, with prices
in Calcutta up 7.8% reflecting tight supplies of premium
leaf tea and seasonal characteristics.  Colombo prices
rose 10.4% as auction volumes dropped and demand
was strong for the high and medium grades.  Demand
at the Mombasa auction remained relatively steady but
prices fell slightly.

Vegetable oil  prices were broadly lower as palm
oil, coconut oil, and palm kernel oil led the list of declin-
ing commodity prices in July.  The declines were due to
the combination of a 3.7% increase in the supplies of
major fats and oils in the 1998/99 (the marketing year
just ended) and the reduction of the export tax on Indo-
nesian palm oil.

Zinc prices rose 7% largely due to investment fund
buying and lower LME stocks.
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