
nergy and metals prices continued to rally in
September, while agricultural prices remained

depressed.  The rebound in commodity prices appears
to be picking up steam, with many commodities finding a
reason to rally despite weak fundamentals.

Petroleum prices were up 12% in September,
following a 6.7% increase in August. As anticipated,
OPEC decided in September not to raise quotas before
its next meeting in March 2000, which fueled the rally.
Prices receded from their peak of around $24/bbl on
investment fund liquidation, but higher prices are ex-
pected this winter in the absence of higher oil produc-
tion.  Stocks are declining, particularly for crude oil,
and could fall significantly over the peak-demand win-
ter season.

Metals and minerals prices rose 4.1% in Sep-
tember, with nearly all metals and minerals prices
higher.  The increases were due to a number of supply
reductions and anticipation of rising demand in Asia.
Nickel prices rose 9% due to a strike in Canada and
problems bringing on new capacity in Australia.  Cop-
per prices increased a further 6% because of announced
supply cutbacks, but prices have receded from their
peak as stocks remain near record levels.  Gold prices
soared above $325/toz in early October, following an
agreement by European central banks to limit their gold
sales over the next five years.
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Fertilizer prices were lower, with phosphate fer-
tilizer prices down significantly for the second consecu-
tive month due to weak demand and large excess ca-
pacity.  DAP prices were down 6% and TSP prices
were down 2.5% in September.  Other fertilizer prices
remained largely unchanged.

Agricultural prices were up 0.2%, with wide
variability in their price changes.  Beef, coffee, and
rice prices fell sharply, while palm oil, soybean meal, and
sugar prices increased sharply.  The wide variations in
price changes reflect the uncertain nature of the outlook
for agricultural commodities.  Sugar, for example, had
the largest price increase this month due in large part to
the severe decline in prices over the past year.
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Major Movers in September

Arabica and robusta coffee prices were down this
month by 7.7% and 5.6%, respectively, mainly because the
coffee markets are expecting another surplus in 1999/00.
Production is estimated to reach 104 million bags, while
consumption is expected to be around 99 million bags.

Cocoa prices went up 6.2% this month, following the
6-year low in August.  It appears that cocoa prices have
finally reached bottom, although recovery is unlikely any
time soon since the market is still in surplus.

Copper prices rose a further 6% following an-
nounced cutbacks in the US this summer.  Despite the
improved market balance, stocks remain near record lev-
els, and prices receded from their peak in mid-September
on investment fund liquidation.
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Crude oil prices reached $24/bbl during September,
up more than 120% from February.  OPEC’s compliance
has held up fairly well but reportedly slipped to 86% in
September.  Crude oil stocks continued to decline, and the
main uncertainty is whether OPEC will raise output over
the winter, when stocks are expected to decline sharply.

Gold prices shot up above $325/toz in early October
following an agreement by 15 European central banks to
limit gold sales to 2,000 tons over the next five years, with
annual sales held to about 400 tons per year.  They also
agreed notto  expand their leasing of gold or derivative mar-
ket activity.  Short sellers were caught by surprise, and large
short covering contributed significantly to the price rise.

Natural gas prices in Europe were up 6% because
of the sharp rise in oil prices this year.  European contract
prices of imported gas are indexed to petroleum product
prices, but with a lag of several months.  Prices should
escalate further in the coming months.

Natural gas prices in the US fell 9% in September,
following the sharp weather-related increase in August.
Inventories are below last year’s high levels, but are rela-
tively large by historical standards and should be ample
heading into the winter season.

Nickel prices were up 9% as demand continues to
outstrip supply and LME stocks fall further.  Supply short-
falls have created the deficit although steel demand is also
on the rise.  A strike at Inco’s Manitoba operations in
Canada remains unsettled, and there have been problems
bringing on new capacity in Australia.

Palm oil prices rebounded to $388/ton in September,
a 9.6% increase over August.  Demand has finally picked
up with India emerging as the dominant palm oil importer
this season; it is expected to import 2.75 million tons, a
record high.

Rice prices fell to $229.3/ton on the surprise announce-
ment that Indonesia was banning private sector imports of
low and medium quality rice because of concerns that the
private sector was selling imported rice to the domestic
price support program.

Rubber prices went down another 3.6% this month,
a new record low following good productions prospects
combined with INRO’s inability to intervene.

Sugar prices rose 16.4% in September, with most
of the increase occurring at the end of August on higher
than expected imports by Russia.  Investment fund buy-
ing contributed to the price increase.  However, large
stocks and a record Brazilian crop preclude a sustained
increase.

Zinc prices rose 6% on rising demand, relatively tight
supplies, and falling LME stocks.  New capacity in Aus-
tralia has been delayed temporarily because of a strike.
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