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Commodity Market Update: Growth versus supply worries
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Disclaimer

The Saxo Bank Group entities each provide execution-only service and access to Analysis permitting a person to view and/or use content available on or via the 
website. This content is not intended to and does not change or expand on the execution-only service. Such access and use are at all times subject to (i) The Terms of 
Use; (ii) Full Disclaimer; (iii) The Risk Warning; (iv) the Rules of Engagement and (v) Notices applying to Saxo News & Research and/or its content in addition (where 
relevant) to the terms governing the use of hyperlinks on the website of a member of the Saxo Bank Group by which access to Saxo News & Research is gained. Such 
content is therefore provided as no more than information. In particular no advice is intended to be provided or to be relied on as provided nor endorsed by any Saxo 
Bank Group entity; nor is it to be construed as solicitation or an incentive provided to subscribe for or sell or purchase any financial instrument. All trading or 
investments you make must be pursuant to your own unprompted and informed self-directed decision. As such no Saxo Bank Group entity will have or be liable for any 
losses that you may sustain as a result of any investment decision made in reliance on information which is available on Saxo News & Research or as a result of the use 
of the Saxo News & Research. Orders given and trades effected are deemed intended to be given or effected for the account of the customer with the Saxo Bank Group 
entity operating in the jurisdiction in which the customer resides and/or with whom the customer opened and maintains his/her trading account. Saxo News & Research 
does not contain (and should not be construed as containing) financial, investment, tax or trading advice or advice of any sort offered, recommended or endorsed by 
Saxo Bank Group and should not be construed as a record of our trading prices, or as an offer, incentive or solicitation for the subscription, sale or purchase in any 
financial instrument. To the extent that any content is construed as investment research, you must note and accept that the content was not intended to and has not 
been prepared in accordance with legal requirements designed to promote the independence of investment research and as such, would be considered as a marketing 
communication under relevant laws.

Please read our disclaimers:
Notification on Non-Independent Investment Research (https://www.home.saxo/legal/niird/notification)
Full disclaimer (https://www.home.saxo/legal/disclaimer/saxo-disclaimer)
Full disclaimer (https://www.home.saxo/legal/saxoselect-disclaimer/disclaimer)

https://www.home.saxo/legal/niird/notification
https://www.home.saxo/legal/disclaimer/saxo-disclaimer
https://www.home.saxo/legal/saxo-select/disclaimer
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Commodities is on top in 2022

§ The best performing themes in 2022 are Commodities, 
Defence, Nuclear Power with Renewable energy, India and
Cyber security also themes that we like. 

§ New geopolitical situation with the world splitting into two parts 
with everything evolving around self-reliance and re-arming.

§ 4-5% inflation over the next decade is not outrageous and price 
controls / fiscal will make things worse.

§ Re-shoring (deglobalization) and re-wiring the grid (energy 
transition) are two of the biggest themes emerging which will 
push up prices (inflationary)

§ Developments that are commodity intensive, capital intensive 
and interest rate insensitive

Saxo equity themes performance overview
Sorted on year- to-date return (updated as of  21 October 2022)

Theme 1D 1W MTD YTD 1Y 5Y
Commodit ies 0.7 3.7 7.5 13.8 13.5 90.6
Defence 0.6 7.1 10.2 8.7 2.5 35.0
Nuclear power 1.5 4.5 1.9 -4.9 -14.3 153.5
India (GDRs) 0.9 2.4 0.2 -10.3 -15.9 62.1
Renewable energy -0.8 -0.4 -6.3 -14.6 -16.9 379.8
Logist ics 0.6 1.1 2.4 -17.0 -14.4 96.5
Travel 0.8 4.3 7.6 -22.1 -26.5 -16.1
MSCI World (USD) 1.4 3.6 3.6 -22.8 -20.6 34.0
Mega Caps 1.7 3.6 1.6 -26.4 -23.2 113.0
MSCI EM (USD) 0.0 0.2 -1.2 -28.0 -31.2 -6.9
Cyber security 0.7 8.0 1.4 -28.2 -29.8 158.6
Financial t rading 0.8 3.1 1.3 -28.9 -29.5 99.4
Women in leadership -0.9 1.1 0.0 -29.4 -33.0 96.2
Energy storage 0.8 0.5 -3.9 -33.4 -37.2 360.7
China's lit t le giants 0.1 0.1 3.6 -35.2 -29.2 127.6
Payments 1.0 4.3 3.6 -36.1 -50.8 75.5
China consumer & technology -1.0 -3.1 -9.1 -37.2 -41.4 86.1
Semiconductors 2.4 5.4 1.2 -37.8 -28.1 135.7
Gaming -0.3 0.7 -2.9 -38.4 -42.1 80.5
NextGen medicine 2.2 -0.4 -3.3 -39.6 -47.4 260.8
Green t ransformat ion 0.3 0.6 -9.5 -48.7 -52.9 222.6
Bubble stocks 0.7 3.2 -5.6 -50.5 -61.8 297.4
E-commerce -0.7 2.8 -2.8 -62.9 -71.1 31.8
Source: Bloomberg and Saxo Group
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Saxo’s Commodities basket
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Lack of investments, decarbonization, electrification and urbanization to 
keep supply tight and inflation high

Source: Saxo Group

What drives a commodity bull cycle?

§ Rising physical demand and tightening supply 
§ Increased demand for real assets from underweight 

investors 
§ A weaker dollar
§ Heightened inflation risks 
§ ESG, investor and lending restrictions

Duration determined by:

§ Prolonged period of mismatch between rising demand 
and inelastic supply

§ Supply/demand imbalances take years to correct
§ High start-up capex for new projects and falling ore 

grades
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A strong year for commodities despite recent setbacks
Growth and demand concerns offset by tight supply
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Most commodities remain in tight supply
Led by refined fuel products
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From contango to backwardation 
A key source for understanding the overall state of any given market

Five-year performance

One-year performance

Source: Bloomberg Source: Bloomberg
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What are the Commitment of Traders Reports (COT)
Special focus on hedge funds given their quick response to changes in the technical and/or fundamental outlook

The reports break down the open interest in futures markets into different 
groups of users depending on the asset class.

Commodities: Producer/Merchant/Processor/User, Swap dealers, Managed 
Money and other

The reason why we focus primarily on the behavior of the highlighted group 
is:

• Tight stops and no underlying exposure
• Most reactive to changes in fundamental or technical price 

developments
• Provides views about major trends  and reversal
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Bloomberg Commodity Spot Index

Focus on net positions versus recent history
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Source: Saxo Group

OPEC+ cuts adding to tightness in distillate fuel market
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EU Gas: Mild autumn, LNG and demand destruction
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Copper: Structural l/t bull case despite 2023 supply jolt
King of green metals: batteries, electrical traction motors, solar PV technologies, wind turbines and hydrogen economy 
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Brent Crude Oil

Gold challenged by surging dollar and yields
All things considered a good year for non-dollar investors despite recent competition from elevated bond yields
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Source: Saxo Group

Long-term inflation expectations too low in our opinion
Creating the risk for a major realignment 
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Source: Saxo Group

Agriculture sector troubled by weather and war
La Ninã: The conductor of a weather symphony

North America:
Drought and hot weather from California to Texas (cotton & 
grains)

South America:
Intensely dry weather in Brazil, Argentina & Chile (soybeans, 
corn, coffee, sugar & mining)

Australia:
Torrential rains and floodings (wheat, barley, mining)

South Asia:
Increased weather volatility from massive floodings in Pakistan 
and Bangladesh to extreme heat in India (wheat & rice)



Page 17 //      Commodity Market Update //      25-Oct-22

Source: Saxo Group

Source: Saxo Group

Find more at www.analysis.saxo and @Ole_S_Hansen  
Who are we?

Award-winning leading provider of multi-asset trading and 
investment platforms and services

Ø 30 years experience in the industry

Ø $80 billion+ client assets

Ø 66 million trades executed in 2020

Ø 60,000+ tradable products

Ø 2,400+ employees across 60+ nationalities

Ø Clients in 180+ countries

Ø 780,000+ clients globally

Ø 135+ white label partners globally

Ø 300+ financial intermediaries

http://www.analysis.saxo/

