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Overview: Commodities are once again the worst performing asset class so far 

this year with BCOM returns down over 4% year to date.  As a result, 2015 is 

on course to be the fifth consecutive year where benchmark returns have 

posted negative annual returns and relative to other asset classes commodities 

can be viewed as cheap. 

Crude Oil: Since October 2014 OPEC has presided over a 60% reduction in the 

US oil-directed rig count.  We agree that it makes little sense for OPEC to 

reduce its quota today, considering that it will take time for US production to 

adjust.  While US oil production has risen in the last two weeks, we expect an 

eventual decline to materialize through the end of the year. 

US Natural Gas: We view the summer pause in production growth as a 

temporary one, with a resumption in activity likely in Q4 as producers position 

themselves for seasonal demand.  Higher production will also be facilitated by 

new transport infrastructure from the Ohio Utica and Marcellus. This presents 

downside risks to our 2016 view particularly as storage has now normalized. 

Precious Metals: The outlook for the sector and specifically gold remains 

heavily contingent on the strength of US real economy data.  We believe any 

evidence of an acceleration in US growth, such as today’s payrolls report, 

poses the greatest risk to the gold price outlook.  Moreover, despite ongoing 

fears towards Grexit, gold ETF holdings continue to drift lower. 

Industrial Metals: The recent strength in USD and lacklustre economic data 

from China has seen net long positions on the LME being reduced quite 

significantly.  We expect the current raft of fiscal easing measures to support 

an improving demand environment in China, but real demand improvement 

may only be evident in H2.  Zinc and nickel remain our preferred base metals. 

Agriculture: While positioning and valuation indicators suggest the sector is 

moving towards cheap and oversold levels, in the absence of an extreme 

weather event, seasonal factors are increasingly hazardous for the sector.  

Indeed the summer months have tended to see grain prices move lower in 

response to upgrades to US agricultural production projections.  
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Commodity Performance 
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Precious Metals 
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Industrial Metals 
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Agriculture 
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Asset Class Performance 
 

 Commodities are once again the worst performing asset class so far this 
year with benchmark returns down over 4% for the BCOM index.  As a 
result, 2015 is on course to be the fifth consecutive year where benchmark 
returns have posted negative annual returns. 

 Given the six year bull run in equities this has meant from a relative asset 
valuation perspective commodities are trading cheap particularly against 
more traditional asset classes such as equities and bonds.  However, we 
see no evidence yet that global investors are considering reallocating to 
the sector. 

 Indeed while valuation models might indicate a compelling case to allocate 
into commodities, physical fundamentals across many commodity markets 
remain weak.  We expect this will deter any fresh allocations into 
commodities at least until the end of this year.   

 While energy has been the best performing sector during the second 
quarter, we find that gains earlier in the quarter are slowly being 
surrendered.  We expect this trend to continue as OPEC leaves production 
levels unchanged and US crude oil inventories remain at elevated levels.   

 Aside from Fed tightening and further US dollar strength, another event 
risk for the oil market will be a possible nuclear deal in Iran although any 
re-entry of Iranian crude oil into world markets is likely to be a slow and 
long drawn out process. 

 While agriculture has been the only sector to post positive returns over the 
past week, it remains the worst performer year to date.  In the absence of 
extreme weather, the summer months will present seasonal dangers to 
grain returns given the possibility of upgrades to US agricultural 
production.  

 Precious metal returns have moved broadly sideways this year.  While the 

sector has had to contend with a stronger US dollar earlier in the year, it 

has until recently benefited from a decline in long term US real yields.  

Heading into the third quarter of this year a resumption in US dollar 

strength, higher US yields and fresh highs in the S&P500 threaten to move 

gold into a new and lower trading range.  

 Among the DBLCI family, the DBLCI-MR has been the relative 

outperformer while among the risk factor strategies the DB CCA Lite has 

been the relative outperformer although returns are still down year to date. 

  Figure 1: 2015 commodity index scorecard 
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Sources: Deutsche Bank, Bloomberg Finance LP (Figures are cob June 4, 2015) 

(USD terms)  
WTD 

 
QTD 

  
YTD Sharpe 

DBLCI-OY Balanced -0.01 0.68 -5.51 -2.00 

DBLCI-OY Diversified 0.03 2.43 -4.62 -1.89 

DB Booster -0.02 0.82 -4.67 -1.94 

DBLCI-Mean 
Reversion 

1.22 5.34 -2.83 -1.28 

DBLCI-MR Enhanced 0.75 0.72 -4.90 -1.73 

DBLCI 
Backwardation Long 

-2.23 -0.36 -7.04 -2.15 

Risk factors 

DB Commodity 
Curve Alpha Lite 

0.21 -1.33 -1.61 -1.11 

DBLCI 
Backwardation Alpha 

-0.53 -3.96 -5.67 -0.86 

DBLCI Momentum 
Alpha 

0.12 -5.40 -4.66 1.36 

SPGSCI sector performance 

Energy -0.34 10.62 0.82 -1.37 

Industrial Metals -2.51 -1.40 -6.42 -0.75 

Precious Metals -1.40 -1.04 -0.61 -0.43 

Agriculture 3.81 -0.85 -10.45 -1.55 

Livestock -2.00 2.27 -5.01 -0.31 

Performance of other benchmark indices 

SPGSCI -0.09 6.29 -2.45 -1.68 

BCOM -0.10 1.97 -4.10 -1.83 

Figure 2: Excess returns in 2015 

Sources: Deutsche Bank, Bloomberg Finance LP 
(Figures are cob June 4, 2015. Sharpe ratios are calculated on a YoY 
basis) 

 

 

 

Figure 3: 2015 asset class returns 
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Positioning, Sentiment & Liquidity Monitor 

Figure 1: CFTC net non-commercial positioning  
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Sources: CFTC, Deutsche Bank (Data refers to the last 5 years) 

Figure 2: Relative strength index 

 
Sources: Bloomberg Finance LP, Deutsche Bank (Data refers to the last 2 years) 

Figure 3: Aggregate open interest  

 
Sources: Bloomberg Finance LP, Deutsche Bank (Data refers to the last 2 years) 

There has been a reduction in net shorts 

in US natural gas, heating oil and copper 

over the past month.  However, net 

shorts still remain at extreme levels 

across most parts of the agricultural 

complex and specifically for corn and 

soybeans.  

RSI readings are moving towards 

oversold levels in copper and palladium.  

However, for the majority of 

commodities we track RSI readings are 

close to historical norms. 

Open interest remains at elevated levels 

for silver, platinum, corn, soybeans and 

sugar. Meanwhile OI has fallen to 

extremely low levels in palladium. 
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Commodity Spot, Forward Curve & Volatility   

Figure 1: Spot  

 
Sources: Bloomberg Finance LP, Deutsche Bank 
Two-year historical range; body represents 25th to 75th percentiles, whiskers represent 5th and 95th percentiles.  US NG, Heating Oil and 
RBOB gasoline prices have been multiplied by 10 and Soybean price divided by 10 

  

Figure 2: Forward curve (1st to 13th month) 

 
Sources: Bloomberg Finance LP, Deutsche Bank 
Five-year historical range; body represents 25 th to 75th percentiles; whiskers represent 5 th and 95th percentiles. 

Figure 3: Volatility: 3M Implied 

 
 Sources: Bloomberg Finance LP, Deutsche Bank 
Two-year historical range; body represents 25th to 75th percentiles, whiskers represent 5th and 95th percentiles. 

Commodity spot prices remain close to 

their lowest levels in two years.  The main 

adjustment over the past month has been 

in aluminium where prices have fallen 

back towards multi-year lows. 

Contango has been surrendered in WTI 

and wheat.  However, contango has 

rallied in US natural gas, aluminium 

copper and sugar. Backwardation is a 

rare phenomenon in the commodities we 

monitor as it is only prevalent in RBOB 

gasoline  

Implied volatility levels are little changed 

over the past month.  The main changes 

have been a slight uptick in vol in US 

natural gas, copper and wheat. 
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Commodity Price Forecasts 

Energy Commodities Price Forecasts 

USD Q3 14 Q4 14 2014 Q1 15 Q2 15 Q3 15 Q4 15 2015 2016 2017 

WTI (bbl) 
97.25 73.20 93.01 48.8 47.5 55.0 57.5 52.2 65.0 70.0 

% Change from previous forecast 
          

Brent (bbl) 
103.46 77.07 99.54 55.0 57.5 60.0 62.5 58.7 70.0 75.0 

% Change from previous forecast 
          

RBOB gasoline (g) 
2.75 1.98 2.63 1.59 1.76 1.72 1.58 1.66 1.84 1.88 

% Change from previous forecast 
          

Heating oil (g) 
2.83 2.32 2.78 1.80 1.76 1.77 1.83 1.79 2.03 2.15 

% Change from previous forecast 
          

IPE gasoil (t) 
863.84 678.32 840.56 528.56 531.00 538.00 556.00 538.39 623.00 666.00 

% Change from previous forecast 
          

Singapore Jet (bbl) 
116.54 93.88 112.91 69.33 71.00 72.00 74.00 71.58 82.75 85.00 

% Change from previous forecast 
          

US Natural Gas (mmBtu) 
3.94 3.75 4.25 2.88 2.70 2.70 2.90 2.80 3.50 4.25 

% Change from previous forecast 
          

Thermal Coal Japanese Guide 

Price (JFY) 
82.00 82.00 85.25 82.00 67.00 67.00 67.00 70.75 64.00 60.00 

% Change from previous forecast 
          

API4 (Richard's Bay) FOB (t) 
70.24 66.00 71.91 59.98 63.00 62.00 62.00 61.75 60.00 57.00 

% Change from previous forecast 
          

Newcastle FOB (t) 
67.96 63.00 71.14 58.04 60.00 59.00 59.00 59.01 57.00 55.00 

% Change from previous forecast 
          

Uranium (U3O8) (lb) [term] 
48 52 49 55 56 57 57 56 58 61 

% Change from previous forecast 
          

Source: Deutsche Bank, Figures are period averages 

 

Precious Metals Price Forecasts 

USD/oz Q3 14 Q4 14 2014 Q1 15 Q2 15 Q3 15 Q4 15 2015 2016 2017 

Gold 1284 1201 1267 1215 1170 1150 1125 1165 1100 1100 

% Change from previous forecast 
          

Silver 20 16 19 17 16 17 17 17 17 17 

% Change from previous forecast 
          

Platinum 1438 1230 1386 1170 1100 1150 1250 1168 1300 1400 

% Change from previous forecast 
          

Palladium 865 787 803 790 805 825 830 813 856 900 

% Change from previous forecast 
          

Rhodium 1288 1219 1172 1225 1150 1250 1200 1206 1313 1700 

% Change from previous forecast 
          

Source: Deutsche Bank, Figures are period averages 
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Industrial Metals Price Forecasts 

Cash price Q3 14 Q4 14 2014 Q1 15 Q2 15 Q3 15 Q4 15 2015 2016 2017 

Aluminium                      

USc/lb 91.2 89.3 85.9 81.7 80.8 82.6 88.5 83.4 93.3 99.8 

USD/t 2010 1968 1893 1800 1780 1820 1950 1838 2056 2200 

% Change from previous forecast 
          

Copper 
          

USc/lb 317.0 301.0 310.6 267.7 267.7 281.3 294.9 277.9 273.4 317.6 

USD/t 6986 6634 6846 5900 5900 6200 6500 6125 6025 7000 

% Change from previous forecast 
          

Lead 
          

USc/lb 99.7 90.8 95.8 81.7 80.8 81.7 86.2 82.6 96.4 101.5 

USD/t 2197 2001 2111 1800 1780 1800 1900 1820 2125 2237 

% Change from previous forecast 
          

Nickel 
          

USc/lb 850.2 719.6 769.3 648.8 680.6 794.0 884.8 752.0 975.5 1111.6 

USD/t 18739 15860 16955 14300 15000 17500 19500 16575 21500 24500 

% Change from previous forecast 
          

Tin 
          

USc/lb 998.2 902.6 993.6 816.7 816.7 862.1 907.4 850.7 975.5 986.3 

USD/t 22000 19894 21899 18000 18000 19000 20000 18750 21500 21737 

% Change from previous forecast 
          

Zinc 
          

USc/lb 105.1 101.5 98.2 93.0 90.7 93.0 104.4 95.3 112.3 118.0 

USD/t 2316 2236 2164 2050 2000 2050 2300 2100 2475 2600 

% Change from previous forecast 
          

Source: Deutsche Bank, Figures are period averages 

Bulk Commodities Price Forecasts 

USD Q3 14 Q4 14 2014 Q1 15 Q2 15 Q3 15 Q4 15 2015 2016 2017 

Iron Ore Spot Landed Fines Price 

in China CIF (t) 
90.68 74.39 97.04 58.00 48.00 46.00 52.00 51.00 60.00 68.00 

% Change from previous forecast 
          

Hard Coking Coal JFY (t) 120.00 119.00 125.50 117.00 109.50 107.00 105.00 109.63 116.25 128.82 

% Change from previous forecast 
          

Low-volatile PCI JFY (t) 100.00 99.00 104.25 99.00 89.50 87.00 85.00 90.13 96.25 105.66 

% Change from previous forecast 
          

 
Source: DB Global Markets Research 

Minor Metals Price Forecasts 

USD Q3 14 Q4 14 2014 Q1 15 Q2 15 Q3 15 Q4 15 2015 2016 2017 

Molybdenum (lb) 13.27 9.98 11.66 8.50 7.80 7.90 8.50 8.18 9.00 10.00 

% Change from previous forecast   
         

Source: Deutsche Bank, Figures are period averages 
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*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from 
local exchanges via Reuters, Bloomberg and other vendors . Other information is sourced from Deutsche Bank, 
subject companies, and other sources.  For disclosures pertaining to recommendations or estimates made on 
securities other than the primary subject of this research, please see the most recently published company report or 
visit our global disclosure look-up page on our website at http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr 
 

Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s). In addition, 
the undersigned lead analyst(s) has not and will not receive any compensation for providing a specific recommendation 
or view in this report. Michael Lewis 
     

(a) Regulatory Disclosures 

(b) 1.Important Additional Conflict Disclosures 

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing. 

(c) 2.Short-Term Trade Ideas 

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are 
consistent or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the 
SOLAR link at http://gm.db.com. 
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(d) Additional Information 

 

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively 

"Deutsche Bank"). Though the information herein is believed to be reliable and has been obtained from public sources 

believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. 

 

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own 

account or with customers, in a manner inconsistent with the views taken in this research report. Others within 

Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those 

taken in this research report. Deutsche Bank issues a variety of research products, including fundamental analysis, 

equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of communication 

may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies or 

otherwise. Deutsche Bank and/or its affiliates may also be holding debt securities of the issuers it writes on. 

 

Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment 

banking revenues. 

 

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do 

not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank has no 

obligation to update, modify or amend this report or to otherwise notify a recipient thereof if any opinion, forecast or 

estimate contained herein changes or subsequently becomes inaccurate. This report is provided for informational 

purposes only. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any 

particular trading strategy. Target prices are inherently imprecise and a product of the analyst’s judgment. The financial 

instruments discussed in this report may not be suitable for all investors and investors must make their own informed 

investment decisions. Prices and availability of financial instruments are subject to change without notice and 

investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial instrument is 

denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the 

investment. Past performance is not necessarily indicative of future results. Unless otherwise indicated, prices are 

current as of the end of the previous trading session, and are sourced from local exchanges via Reuters, Bloomberg and 

other vendors. Data is sourced from Deutsche Bank, subject companies, and in some cases, other parties.  

 

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise 

to pay fixed or variable interest rates. For an investor who is long fixed rate instruments (thus receiving these cash 

flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a 

loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the 

loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse 

macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation 

(including changes in assets holding limits for different types of investors), changes in tax policies, currency 

convertibility (which may constrain currency conversion, repatriation of profits and/or the liquidation of positions), and 

settlement issues related to local clearing houses are also important risk factors to be considered. The sensitivity of fixed 

income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to 

FX depreciation, or to specified interest rates – these are common in emerging markets. It is important to note that the 

index fixings may -- by construction -- lag or mis-measure the actual move in the underlying variables they are intended 

to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon 

rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. It is 

also important to acknowledge that funding in a currency that differs from the currency in which coupons are 

denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options in addition to 

the risks related to rates movements.  

 

Derivative transactions involve numerous risks including, among others, market, counterparty default and illiquidity risk. 

The appropriateness or otherwise of these products for use by investors is dependent on the investors' own 

circumstances including their tax position, their regulatory environment and the nature of their other assets and 

liabilities, and as such, investors should take expert legal and financial advice before entering into any transaction similar 
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to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can 

be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be 

incurred that are greater than the amount of funds initially deposited. Trading in options involves risk and is not suitable 

for all investors. Prior to buying or selling an option investors must review the "Characteristics and Risks of Standardized 

Options”, at http://www.optionsclearing.com/about/publications/character-risks.jsp. If you are unable to access the 

website please contact your Deutsche Bank representative for a copy of this important document. 

 

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) 

exchange rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by 

numerous market factors, including world and national economic, political and regulatory events, events in equity and 

debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed 

exchange controls which could affect the value of the currency. Investors in securities such as ADRs, whose values are 

affected by the currency of an underlying security, effectively assume currency risk.  

 

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the 

investor's home jurisdiction.  

 

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and 

SIPC. Non-U.S. analysts may not be associated persons of Deutsche Bank Securities Incorporated and therefore may not 

be subject to FINRA regulations concerning communications with subject company, public appearances and securities 

held by the analysts. 

 

Germany: Approved and/or distributed by Deutsche Bank AG, a joint stock corporation with limited liability incorporated 

in the Federal Republic of Germany with its principal office in Frankfurt am Main. Deutsche Bank AG is authorized under 

German Banking Law (competent authority: European Central Bank) and is subject to supervision by the European 

Central Bank and by BaFin, Germany’s Federal Financial Supervisory Authority. 

 

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at Winchester 

House, 1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the 

Prudential Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial 

Conduct Authority. Details about the extent of our authorisation and regulation are available on request.  

 

Hong Kong: Distributed by Deutsche Bank AG, Hong Kong Branch.  

 

Korea: Distributed by Deutsche Securities Korea Co.  

 

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register 

Number in South Africa: 1998/003298/10).  

 

Singapore: by Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch (One Raffles 

Quay #18-00 South Tower Singapore 048583, +65 6423 8001), which may be contacted in respect of any matters 

arising from, or in connection with, this report. Where this report is issued or promulgated in Singapore to a person who 

is not an accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and 

regulations), they accept legal responsibility to such person for its contents.  

 

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial 

instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA, 

Type II Financial Instruments Firms Association, The Financial Futures Association of Japan, and Japan Investment 

Advisers Association. Commissions and risks involved in stock transactions - for stock transactions, we charge stock 

commissions and consumption tax by multiplying the transaction amount by the commission rate agreed with each 

customer. Stock transactions can lead to losses as a result of share price fluctuations and other factors. Transactions in 

foreign stocks can lead to additional losses stemming from foreign exchange fluctuations. We may also charge 

commissions and fees for certain categories of investment advice, products and services. Recommended investment 

strategies, products and services carry the risk of losses to principal and other losses as a result of changes in market 

and/or economic trends, and/or fluctuations in market value. Before deciding on the purchase of financial products 
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and/or services, customers should carefully read the relevant disclosures, prospectuses and other documentation. 
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