
etroleum prices continued their spectacular
recovery from the lows following the Asia crisis.

Average spot crude oil prices were up an additional
10.1% in November to more than $24/bbl.  This com-
pares with a low of $10.4/bbl in December 1998 and
puts prices at the highest level since 1990.  A number
of factors pushed prices higher including a halt to Iraqi
exports, strong Y2K-related demand, falling invento-
ries, and statements that OPEC will maintain and pos-
sibly extend its production agreement.  Iraq suspended
its crude oil exports on November 22, rejecting a UN
offer to temporarily extend the sixth phase of its oil-
for-food program while Security Council  members dis-
cussed a comprehensive resolution on Iraq and consid-
ered a seventh 180-day oil export agreement. Next year
appears likely to begin amid much uncertainty regard-
ing Iraqi exports, post-Y2K demand, winter weather,
and OPEC’s production levels.

Metal and minerals prices edged higher, up an
additional 1.1%, on the strength of higher nickel and tin
prices.  However, prices of a number of metals were
lower and the overall metals market appears ready for
a pause following the steady increase in prices from
the lows in March.  Precious metals prices were lower,
with gold down 5.6% and silver down 4.1%.  The de-
clines partly reverse large increases last September
following an agreement by European central banks to
limit gold sales over the next five years.
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Agricultural commodity prices increased 3.4%
in November – the fourth consecutive increase
since the low in July.  Coffee led the advance, with
both arabica and robusta coffee prices higher due to
concerns about the next Brazilian crop.  Other com-
modities were mixed, with cocoa lower; cotton, grains,
soybeans, and sugar weak; and rubber prices higher.

Fertilizer prices continued weak, with phos-
phate fertilizer prices sharply lower while other fertil-
izer prices were unchanged or up slightly.  The huge
surplus of phosphate fertilizer production capacity, and
the scheduled addition of new production facilities next
year, suggest further price weakness unless major pro-
duction cuts are announced by industry leaders.
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Major Movers in November

Arabica and robusta coffee prices continued the
rally which started last month, gaining an impressive
20.4% and 7.7%, respectively.  The rally is in response
to dry weather in Brazil and the possibility that coffee
trees have been damaged which in turn may reduce
the 2000/01 crop.

Cocoa prices continued their slide in November,
reaching 92.2¢/kg, the lowest level since June 1993.
Global output is expected to increase 7.0% this sea-
son, while grindings are expected to grow less than
4.0% – leaving the market in surplus.

Cotton prices declined a further 2.6% in Novem-
ber to a 13-year low.  Global production is estimated at
19.3 million tons, while consumption is estimated at just
below production, and stocks are expected to increase
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another 50,000 tons.  A significant price recovery ap-
pears unlikely unless the new crop is much lower than
expected.

Gold prices fell below $300/toz, following a brief
spike in October, on renewed forward selling and con-
tinuing central bank sales.  The UK sold 25 tons of
gold in late November, its third such sale this year.
The central bank of Jordan sold half of its gold re-
serves in October (about 13 tons), and in early De-
cember the Netherlands said it will sell 300 tons of its
reserves over the next five years.

Lead prices fell 3.8% due to rising stocks and
weak demand for replacement batteries in the West-
ern Hemisphere because of mild weather.

Nickel prices rose 8.6% due partly to the ongo-
ing strike at Inco’s plant in Canada, which began in
mid-September.  Prices have more than doubled since
last December.

Orange prices in the EU collapsed – down 30.9%
in November – because of weak demand in France
and northern Europe and unusually heavy supplies from
Brazil.

Phosphate fertilizer prices continued to fall, with
DAP down 5.6% and TSP down 4.9% due to weak
import demand and continuing surplus production.  New
capacity, set to begin operation next year in Australia
and India, threatens to add to the surplus and force
some producers to curtail production.

Rubber prices (Malaysia) averaged 74.1 cents/
kg in November, 14.4% higher than during October.
Increased buying activity by East Asian consumers
along with heavy rains in the producing areas have
contributed to the rally.

Sapelli log prices rose 14.2% in the wake of
Cameroon’s ban on log exports and heavy rains in
neighboring countries which hampered logging and
reduced exports.

Tea prices fell (Calcutta down 2.6%, Colombo
down 2.6%, and Mombasa down 8.6%) as demand at
all tea auctions were weak due especially to lower
than expected buying from Russia.  Kenyan produc-
tion is also expected to rise in the coming weeks, and
that may have contributed to price declines in
Mombassa.

Tin  prices were up 7.6% because of a slowdown
in exports from China, the world’s largest producer.
The slowdown is attributed to a shortage of export
licenses.

US natural gas prices dropped 13.2% because
of ample stocks and weak demand in the two largest
heating markets – the Northeast and North Central –
because of mild weather.
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