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Market Highlights for March: Not surprisingly, the coronavirus is what every market investor has been preoccupied with dur-
ing March and we will see more of the same focus going into the second quarter as well. In sharp contrast to what was going 
on in February, the crisis intensified markedly in March, with the number of world-wide cases now at 921,000. Roughly 46,000 
people have perished thus far. Incredibly, roughly three billion people (and 87% of all Americans) are holed up in their homes, 
chafing under various forms of movement, work and travel restrictions. In addition, the global economy has been placed in a 
medically-induced coma, as policymakers scramble to keep things from getting even worse than they already are. While the 
global economic patient will eventually recover, the damage to individual body parts has been severe, particularly in the travel, 
restaurant, tourism and auto sectors. The fallout here has in turn led to stunning and in many cases unprecedented price 
declines in a number of commodity markets, as we will discuss in this report.
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Here in the US, after a lackadaisical initial response to the virus, the government and 
state authorities have stepped up their game, especially now that the US has the dis-
tinction of becoming the number one global “hot-spot” in the world, with roughly 209,000 
infections (compared to only 500 when we published this report a month ago). Some 
4,600 deaths have been tragically reported thus far. Of course, much of this increase is 
due to infections spreading in cities where people were moving about fairly freely until 
recently, coupled with the fact that testing has increased, especially in New York, which 
accounts for roughly half of all US infections. Italy is second on the infection list, while 
Spain and China are third and fourth respectively. Germany is fifth and rising. 

We note in the gray lines of our chart on the next page that countries that got the virus first seem to be leveling off in 
terms of infections. Cases are actually declining in Italy, although there is concern that the southern part of the coun-
try could get hit next. Spain is still in the throes of an upswing; in the past week, Spanish infections have tripled, while 
death rates have quadrupled. Moreover, a shortage of protective gear is infecting twice as many Spanish medical per-
sonnel as it is Italians. In the UK, infection rates are expected to peak in about three weeks time and the hope is that 
the country’s NHS will be able to cope as it faces the same problems every other hospital system is dealing with. One 
heart-warming story we came across this week was when the British government put out a call for a quarter million vol-
unteers to help the NHS and met with an astounding 500,000 responses. It is indeed gratifying to see peoples’ human-
ity and courage shine through during these trying times. 

In the financial markets, as the outlook for US growth and corporate earnings deteriorated last month, US equities 
plunged into bear market territory last month in what was a spectacular selloff. Both the Dow and the S&P-500 ended 
Q1 down by roughly 20%, with the only consolation being that the Q1 decline was as much as 30% at point before 
some ground was made up last week. All three major indices have now rolled back pretty much the entire “Trump 
bump” that has set in since President’s election in 2016. 



Bad as the equity selloff has been, the 
carnage in commodities has been even 
worse.  As our cover chart on page 1 
shows, the Reuters-Jefferies index sank 
to a 21-year low this past month. The 
decline was triggered predominantly by a 
roughly 50% collapse in crude that took 
WTI to a 20-year low of $19.27 this week 
-- its worst monthly decline since futures 
started trading on NYMEX in 1983. The 
massive selloff in oil was triggered in the 
aftermath of the Saudis and Russians fail-
ing to agree on a series of production 
cuts at their March meeting. The next day, 
the Saudis decided to poke the Russian 
bear further, saying that they would sell 
as much crude as the market could effec-
tively bear, setting off yet another and 
more devastating downward spiral. 

Source for Chart: Bloomberg

In an effort to stem the bleeding, OPEC+Russia will be meeting again on April  6th to see if they can put through another 
agreement on production and the news has set off an upward stampede in prices as we were going out with this note that 
took prices to $33 basis Brent (and even higher at one point). However, OPEC will have its hands full coming up with a cut 
that will be deep enough to make sense. Stay tuned for that meeting.

Product prices also got hammered; gasoline lost about $1/barrel over the course of March, breaching the $.40 mark at 
one point before ending the month at around $.57, down almost 70%. (Don’t expect to see those types of prices at the 
pump anytime soon). Diesel fared slightly better, ending at around $1.00, off by “only” 50%. Natural gas made fresh 
25-year lows this past month, but did not see the sharp selloff other complexes did, mainly because it has already been in 
a gently sloping bear market ever since November of last year.

In the base metals complex, four of the six metals we follow (copper, aluminum, lead and zinc) sank to multi-year lows in 
March. Nickel was the best performer, closing in on “only” a one-year low, while tin was the worst, crashing to a 10-year 
low at one point before recovering slightly. The group has gotten off to a jumpy start so far in April.
 
On the macro side of things, numbers have been nothing sort of dreadful. As we went out with this note, a number of PMI 
readings came out from Markit showing sharp slowdowns in Germany and Japan that overshadowed a modest improve-
ment in China.  But the strong rebound in the Chinese PMI (to 52 from 35.7 in February) does not necessarily indicate 
that output has returned to normal since a variety of other indicators remain depressed. In the Eurozone, March PMI sank 
to its lowest level since mid-2012 and British factory activity also plummeted. South Korean activity shrank at its fastest 
pace in 11 years, as did Japan’s. Here in the US, the ISM manufacturing for March came in at a fairly respectable 49.1% 
(down from 50.1% in February), but we should point out that the index captured activity in the first two weeks of March 
where orders were still strong before they hit the wall during the 2nd half. The ISM reading was also inflated by a sizable 
uptick in the deliveries index; in normal times a rise in this component means that strong demand is causing the delivery 
delays, but in this case, the delays were on account of supply chains getting clogged up.

For its part, the OECD said last week that major developed economies could see a whopping 6% decline in GDP this 
year, while the US contraction will be around 4%. The OECD notes that sectors hit hardest by the coronavirus (restau-
rants, travel and automakers) account for between 30%–40% of total output in developed economies, which is why the 
Group’s forecast is so negative. Within individual countries, Deutsche Bank is forecasting an annualized 32% contrac-
tion for Chinese GDP in Q1, while for the year as a whole it expects growth to be in the low single digits. Others banks 
are forecasting negative growth for China this year. The European Commission has overall European growth coming in at 
-1%, but Reuters reports that internal estimates were far more pessimistic, with numbers of -2.5% being bandied about. 

Here in the US, economists are looking for a Q2 decline of anywhere between 12%–30% and many are expecting the 
economy to either be in or fall into recession over the next few months. We already had a preliminary preview of what 
could lie ahead after this week’s jobless claims came in at a whopping 6.6 million, a new record, bringing the two-week 
total to around 10 million. Non-farm payrolls also plunged by 700,000 in March and the thinking is that a whopping 20 mln 
jobs could be lost next month. Consumer confidence and housing sales have not been all that bad, but the numbers have 
yet to capture the full extent of the downturn.
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Alarmed by what it has been seeing, the Fed slashed rates to zero days before its latest meeting last month, but immedi-
ately knew that cheap money alone was not going to help all that much given that consumer and business spending had 
basically gone AWOL. It therefore flushed the markets with liquidity in order to alleviate strains in the money and credit mar-
kets and made enough dollars available for other central banks to use. The Fed also became active in the muni bond mar-
kets and started looking at ways to lend money to beleaguered states, as well as to large and small businesses -- all things 
it had never done before.  For its part, the Administration rolled out a $2.2 billion stimulus program, which we covered exten-
sively in previous commentary. But given that a good portion of the package is in the form of loans that could only be con-
verted to outright grants if certain conditions are met, we are not sure whether it is potent enough and so we think we will 
see more stimulus “fixes” unveiled over the weeks ahead. Other countries are rolling out their own stimulus programs, 
including the UK, Germany, China and Japan, among others.

We would like to take some time to discuss China’s situation, as this is a key country for many commodity complexes of 
interest to us, including base metals and oil. Although China seems to have its infections under control (leaving aside the 
justifiable skepticism about the accuracy of its numbers and a recent uptick in cases), the strength of its economic “recov-
ery” is still a work in progress. Construction projects have been delayed on account of the authorities now requiring that 
workers need to have enough masks and other safety gear. Workers are getting their temperatures checked and have to 
work at a minimum of 5t feet apart. Factory clients are reluctant to visit facilities in person and many key engineers remain 
stuck overseas. On the consumer side, ordinary Chinese, many of whom have yet to experience a slump of this magnitude, 
are spending cautiously. In Beijing, bars and restaurants have reopened, but the new restrictions require patrons to sit sev-
eral feet apart. One young female professional told the Wall Street Journal last week that “Even when the coronavirus pan-
demic is over, I have no interest in overspending. I want to save like crazy”. She went on to say that she canceled her trips 
abroad for later this year, along with her Thai boxing and yoga classes -- - not exactly what the authorities want to her to do. 

Just as Chinese domestic consumption begins to recover slowly, foreign demand has imploded. In January and Febru-
ary, China’s leading trading partners were badgering Chinese suppliers to step up shipments just as Chinese factories were 
shutting down, but now these same customers are canceling orders or asking the Chinese to delay shipments. 

In an effort to better understand what is going on within China, we have compiled some charts (below and on the next page) 
of a number of different indicators that give us a more accurate picture of the underlying rebound in the economy. We see 
that several key gauges such as coal usage and property sales as well as such readings as traffic congestion, pollution lev-
els and subway ridership have yet to climb back to year-ago levels. Although it is still early days, we suspect that this will be 
a slow climb back for China’s economy as opposed to a V-shaped bounce that followed the end of the SARS outbreak.

Source: FT
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Thoughts on various markets going into April: At least 35 US states have now asked people to put social distancing 
measures in place, eliminate outings for nonessentials activities and keep nonessential businesses closed. These measures 
will run through the end of April in the hopes that there finally will be a bending in the infection curves. (Most other countries 
are hoping for the same result of course). As of this writing, the US infection rates in three of the most hard-hit Northeast 
states unfortunately are continuing to rise. However, markets are forward-looking animals and could start to begin discount-
ing an inevitable bending of the New York curve, now expected to set between 7 to 21 days from now. Should that start 
to happen, we could see a measure of stability set in over most markets this month, with previously beaten down sectors 
such as base metals, US equities and oil possibly doing somewhat better. However, we are not expecting anything dramatic 
on the upside and neither do we expect the gains to last as they may be nothing more than relief rallies. More importantly, 
global economies will need a lot of healing time before they see any serious growth set in, which when it does, will likely be 
a prolonged “U” and not the “rocket-ship” takeoff President Trump was hoping for. We offer our views on individual markets 
below, viewing them through the prism of a health crisis that admittedly is an almost impossible undertaking for analysts.

In the energy markets, we remain quite gloomy about the state of affairs. As we went out with this note, there was an 
announcement made that OPEC+Russia will be meeting on April  6th to reassess the situation and look at cuts again. The 
story, first announced by President Trump on the 2nd of April, set off a price surge, taking Brent to a high of $30 at one 
point. But unless OPEC+Russia decide to temporarily freeze output altogether (unlikely), the group will be hard pressed to 
sideline enough barrels to match the huge demand decline. At best, the market could be temporarily propped up, but prices 
could come under renewed pressure after the meeting if investors see results falling short. Because producers will likely not 
be able to cut output fast enough to match imploding demand, we also see a huge surge in stocks. In fact, this week’s EIA 
numbers showed a whopping 14 million barrel stock increase, likely the first installment of many large surges, at least here 
in the US. Our colleague Gary Busch notes in his freight write-up that tanker rates are soaring given that they are logical 
holding depots for excess Brent.  

We are slightly more upbeat on gasoline versus distillates, but more negative on both the gasoline and distillate cracks 
and outline our views in the writeups that follow. As noted earlier, natural gas prices plunged to 25-year lows last month 
on account of comfortable inventories and an extremely mild winter in the US Northeast. We do not think much will change 
going into April and expect prices to bump along the bottom for much of the month. 

In base metals, we think the group could recover slightly over the course of April, but we think overextended rallies will 
prove vulnerable and should be sold into. Although metals supply has declined in the wake of the demand implosion as well 
as the necessity to shut down operations on account of the virus, the production declines thus far have not been sufficient 
to materially change the growing surplus projections or dent rising inventory levels. This is especially true in China, where 
we see steel production (and stocks) already bouncing back, while the declines many were expecting to see in Chinese alu-
minum production have not materialized at all. In fact, recent IAI data shows Chinese aluminium output rising by 3.7% in 
February from the same period last year -- and this was supposed to be a month where most things were shut down. 
Meanwhile, a cost-curve study we came across suggests that at least half of the world’s aluminum smelters are not prof-
itable at current prices and while many Western producers have cut output in response, Chinese producers are still going 
strong. This suggests that they are benefiting from lower input costs or sense that they may need to restart production in 
order to satisfy regional authorities. The next few weeks should be interesting for ali; cuts should conceivably pick up, espe-
cially in the West, but they may not happen quickly enough to save the market if Chinese producers don’t pitch in.

Source: FT
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The cost curves we see show that 90% of copper producers are still profitable despite currently low prices and will not 
feel the strain until prices start to decline below $4,000/ton. Other cost models show that 25% of copper miners are 
already losing money at current levels. Many nickel refiners are hurting at current price levels, as are NPI producers and 
we would not be surprised to see some cutbacks here as well, especially given the recent softening in stainless demand.  
Despite expected declines in metals production, these cuts -- even if they materialize -- may not be enough to match the 
much stronger demand declines we are seeing. As a result, our base-case scenario calls for metals to likely test the lower 
end of their ranges this month, although we have allowed some upside in case there is potentially better news from the 
coronavirus situation.
 
Looking past the virus and going into the tail end of the year, markets will have to grapple with temporarily sidelined 
issues, namely the US/Chinese trade deal, the UK/EU negotiations and unresolved US/European trade disputes – all of 
which were a drag on economic activity even before the virus hit. In addition, the approaching US elections could be the 
next inflection point heading into Q4 as investors and businesses will be dissuaded from making major decisions ahead 
of such an important vote.  All in all, we are not expecting much for commodities this year. Instead, a sideways slog will 
likely be in store for most complexes, but heightened volatility could provide some opportunities especially in commodity 
options.  

In the precious metals space, we think that gold will likely continue to play a important role in investor allocations over 
the next few months given all the turbulence. However, volatility will remain quite high, with the complex buffeted by a 
variety of variables, including bouts of dollar strengthening  and US equity snap backs, such as what we saw set in last 
week. However, signs of prolonged economic weakness and increasingly aggressive stimulus measures pursued by gov-
ernments and central banks should provide gold with something of a floor and we would be looking to buy on significant 
weakness. Technically, we see the $1550 level as being key support and should we test that level and move higher from 
there, a bullish inverted head-and shoulders pattern becomes evident on the charts. Silver has not been keeping up with 
gold, understandably so, as it is more an industrial metal and has been caught up in the manufacturing/semiconductor 
slowdown. We think both platinum and palladium remain vulnerable from here given the bleak landscape evident in the 
global auto market, which we think will last at least for another month or two.

In the currency markets, we really do not have a firm view on the dollar going into April.  The greenback could conceiv-
ably strengthen if the coronavirus news starts to improve, as the perception would be that the US economy could then 
start to normalize. This in turn means that rates have the room to move higher, pulling the dollar up with it. The dollar 
could also move up if equity weakness resumes, fueling a flight to safety back into US treasuries.  On the flip side, the 
dollar could weaken (as it now seems to be doing) on more negative coronavirus headlines, as the worse things get,  the 
more investors will perceive the need for additional stimulus, all of which will contribute to growing deficits (and debt) 
already in place. 

As usual, we invite comments and questions and look forward to our next report where we hopefully can all start to move 
a bit more freely and even dare to hit the local bar for a beer.
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CRG MONTHLY COMMODITY ROUNDUP   -    SEPTEMBER 2019 OUTLOOK 

Nearby WTI prices traded as low as $19.27 in March and closed the month at $20.48, down an astounding 
$24.27 — the worst month of trading since futures started trading on NYMEX in 1983. Covid-19’s effect have 
been profound as lockdowns, travel restrictions and quarantines have eviscerated demand. The US petrole-
um distribution system is simply not designed to deal with a long-lasting downward demand shock. We are 
estimating that US petroleum demand will decline by at least 3-4 mbd, possibly more, in April. Neither refiners 
nor US crude producers will be able to reduce operations quick enough to balance this type of decline. The 
result will probably be a record increase in crude and product stocks over the next 4 to 6 weeks (and in fact, 
numbers out as we preparing this note showed last week’s EIA crude increase coming in at a whopping 13.8 
mb). Total US crude storage according to the EIA is 600 mb. In April of 2017, US crude stocks were at a rec-
ord 533 mb. Almost certainly, that record will be broken this spring. Total US petroleum inventories hit a record 
high of 1.374 bb in August of 2016. That record too, should easily be broken. US crude production must and 
will be reduced in coming months. Almost every barrel US producers deliver now is uneconomical. Permian 
barrels at Midland, TX for example, were worth $10 at press time. Breakevens for Permian are probably clos-
er to $35 rather than $10. Furthermore, there will be no place to put the barrels as storage fills. The question of 
course is how quickly US producers can cut output. During the 2014/2016 price collapse, producers reduced production by 1.1 mbd in 18 months.  This time we would expect the cuts 
to be higher and done in a shorter period. The rig count has already declined by 53 rigs YTD and of course, producer capex spending has been drastically slashed. Some producers will 
unfortunately not survive and there is bound to be s consolidation period ahead.  Crude exports too, are going to be reduced, as global demand of course has also collapsed. Long-haul 
crude imports will still come in for April, but by May, those should begin to decline as should imports from Canada/Mexico. Refiners though may have to figure out how not to take Saudi 
barrels heading to our shores for May and June. We will not need them. We think WTI will remain under pressure after the temporary surge we are seeing runs its course (SEE 
BRENT). Unfortunately, the price recovery will be a drawn-out ordeal as it will take many months to drain the storage and balance output to meet the realities of a slow macro recovery. 

Nearby Brent futures collapsed during March, a victim of the coronavirus as well as the nasty Saudi/
Russia price war. May traded as low as $21.65 and closed the month at $22.76, down a stunning 
$28.78 for the month. With billions of people under some type of travel restrictions, global petroleum 
demand has naturally been eviscerated, particularly for transportation fuels. Many estimates for the 
loss of demand are in the 10 to 20 mbd. range, which are extraordinary numbers. We think 15 to 16 
mbd of losses are probably about right for 2Q20, but these are only guesses really. The oil distribution 
systems have never been designed to deal with these type of extraordinary demand declines. Balanc-
ing supply with demand has never been a particularly easy endeavor under the best of circumstances 
and the current situation is unprecedented. As we went out with this note, there was an announce-
ment that OPEC+Russia will be meeting on April  6th to look at cuts again, setting off a price surge 
that took Brent to the high $30’s at one point. But unless the Group decides to temporarily freeze 
output altogether (unlikely), it will be hard pressed to sideline enough barrels to match the huge de-
mand decline. In fact, prices could come under renewed pressure if investors see the Group’s results 
falling short. Because producers will likely not be able to cut output fast enough, we should also see a 
large surge in US stocks (already happening this week, see WTI).  On the Brent side, tanker rates are soaring (SEE FREIGHT WRITE-UP) as floating storage is enlisted to 
store the unwanted barrels. Refiners will reduce crude runs as margins have collapsed even with weak crude prices, but runs cannot possibly be cut fast enough to match 
the demand losses, meaning that we should see product stocks building as well. May and June probably will see somewhat less of a build as suppliers better balance 
output with demand and some travel restrictions are lifted. Nevertheless by the end of June most, if not all, the available 1 billion barrels of petroleum storage will be full.. A 
truce in the price war at the upcoming meeting would be helpful, but at this point, Russia and Saudi have both lost the battle and the worst may still lie ahead.  We would 
expect Brent crude to remain under pressure well into the second quarter of 2020, the current rally notwithstanding. 

April gasoline futures spent part of February trying to buck the downward momen-
tum in the energy complex. By the end of the month, however, futures succumbed 
to the demand destruction fear brought on by the coronavirus. For the month, April 
gasoline declined by 18.27 cents to finish at 148.28. US gasoline demand so far 
this year is running around 0.15 mbd below year-ago levels. While this is certainly 
nothing to cheer about, at least gasoline was not showing anywhere near the loss-
es that the distillate market had suffered in 2020. (SEE DIESEL). In terms of inven-
tories, gasoline is in good shape. Stocks are 256.4 mb vs the five-year average of 
251.8 million. Days supply is currently at 28.8 days vs the 5-year average of 28.4 
days  - or basically normal. The problem of course is when the market looks for-
ward. Any type of travel restrictions, quarantines, or the cancellation of large public 
events is obviously going to be a negative for gasoline demand. The unanswerable 
question is how negative.   Seasonally, over the past five years, gasoline inventories have drawn 13 mb in March.  As we really haven’t 
seen a large outbreak of the virus in the US yet, it’s possible that demand holds up this month as well. Right now, the EIA is predicting that 
March gasoline demand will be 9.2 mbd vs 9.17 last year. We think the number will probably be more like 8.95. Refinery margins have 
been mediocre to poor and refiners have already suffered some significant losses. We think that refiners will therefore keep runs near 16.0 
to 16.2 mbd and try to tweak gasoline yields slightly lower. The result could be a gasoline draw in March of 5 to 7 mb, less than seasonal, 
but enough to lend support to gasoline during the month. Of course, events will take their course and we will have a much better idea of the 
coronavirus effects in the US one month from now, but our initial read on the market for now is that gasoline could surprise to the upside 
this month. 
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Nearby diesel prices got pummeled in March, declining to a low of 93.43. The April con-
tract closed at 101.21, or down by $.4785.  The near-term demand outlook is nowhere 
near as dire as that for gasoline (SEE GASOLINE). Bloomberg reports that in March, 
demand for trucking (mostly diesel powered) was fairly good as grocery stores and phar-
macies needed basic goods and medicines got stocked and restocked. This demand may 
wane some in April as consumer shelves become fuller. Also demand for furniture, luxury 
items and auto parts should soften going into April and May, dampening trucking de-
mand. Agricultural diesel demand should at least be average as spring planting gets un-
derway. Rail demand, however, has already softened as a result of a decline in demand 
for autos and auto parts. April and May, however, could see a pick up in rail traffic as 
Chinese goods begin to arrive in West Coast ports and rail will be needed to move these 
goods inland. Last April, distillate demand was 4.0 mbd. We think that distillate demand 
will only decline 0.5 to 0.6 mbd this April and into May. Almost certainly, distillate exports 
will decline this spring as well after averaging 1.3 mbd so far this year. Refiners of course 
must reduce output of product in order not to swamp the ailing gasoline market. Distillate storage alternatively is less of an issue than crude, gasoline 
or jet fuel storage. Total US distillate storage, according to the EIA, is 176 mb. Current US inventory is 124.4 mb. Since we expect distillate demand 
to remain relatively strong during April and into May, we don’t see distillate storage filling anytime soon. That at least is somewhat constructive for 
diesel. While refiners try to figure out how to balance the market for gasoline, they undoubtedly will try everything in their arsenal to maximize distil-
late yields. Producing distillate would yield a Gulf Coast refiner over $20/barrel more than producing gasoline. Thus, refiners could run the risk of 
producing too much diesel, particularly if demand comes in much lower than expected. Furthermore, European automotive demand for diesel has 
been battered, which will probably mean that when the arb opens, the US will receive that excess diesel barrel. Diesel should continue to perform 
somewhat better than gasoline and crude, but diesel is certainly not going to be able to lead the energy complex out of its current plight.    

Natural gas prices drifted lower over the course of March, but the overall decline  
(-only 2.3%) was nowhere as bad as the carnage we saw in the rest of the energy 
complex. For the month as a whole, prices traded between $1.5190-$1.9980, with the 
low in that range being a 25-year trough. The lackluster tone in natural gas was large-
ly attributable to continued mild weather evident in the US Northeast during March 
(this Connecticut-based writer can attest to that), coupled with a sharp pullback in US 
manufacturing activity on account of the coronavirus. The most recent indicators we 
saw come out of the US included this week’s ISM reading which came in at 49.1% 
(consensus 43.3%), down from 50.1% in February. However, the number is not as 
encouraging as it seems at first blush, as it does not fully capture the 2nd half March 
implosion in economic activity and was also skewed by a sizable uptick in the supplier 
deliveries index, which reflects slower delivery times that were a result of COVID-19 
supply disruptions. Prior to that, we also got a regional reading from the Philadelphia Fed showing its index for current activity plunging by a 
whopping 49.4 points to -12.7 for March, the biggest fall on record.  In the meantime, the latest EIA stock data show that stocks fell by 29 Bcf 
for the latest week, below last year’s decline of 39 Bcf and the five-year average of a 40 Bcf shrinkage for that particular week. However, 
stocks still stand at 2.005 tcf, or roughly 80% above 2019 levels and about 17% over the five-year average. More alarmingly, there are no 
signs of production dropping off — output averaged 98.9 bcf per day in late March, essentially unchanged from a year ago, while consumption 
was static at 104 Bcf. For the year ahead, the EIA expects that the US will churn out 95.3 bcf/d of gas this year, up from the 2019 average of 
92.1 Bcf/d, itself a record for a third consecutive year. Given this bearish backdrop, the argument for a sustained move higher looks like a big 
stretch for the moment. We see a $1.45-$1.75* trading range prevailing in April. 

June diesel cracks actually RALLIED in March gaining 23 cents/.barrel to close at 17. Diesel 
cracks were supported by relatively decent trucking demand during the month as well. Refin-
ers were able to keep diesel production under wraps at least for the first 3 weeks of the 
month. Bearish fundamentals for Cushing also lent support to this crack. With super contango 
developing at Cushing, crude run cuts planned for the Midwest and many US physical crudes 
trading below WTI, it is all but certain that Cushing storage will fill by May or June at the latest. 
Pad 1, alternatively, will not see it’s available distillate storage fill anytime soon. Pad 1 distil-
late stocks as of March 20 were 35 mb vs. the available capacity of 80 million. Diesel demand 
should be strong enough in April to prevent a ruinous stock build of diesel in Pad 1. Two cave-
ats: Diesel cracks will encourage refiners to produce as much diesel as possible, and second-
ly, New York is trading at enough of a premium to encourage exports from Europe. Diesel 
demand has been crushed on the Continent by travel restrictions in that more diesel-centric 
automotive market. For hedgers, diesel cracks should be an almost automatic sale, while 
speculators should probably be standing aside here. June gasoline cracks collapsed during 
March, trading as low as negative 3.00 before rallying to settle at 1.95. As travel restrictions in 
many of Pad 1’s (US East Coast) most populous states are unlikely to be lifted before April 30th, the region’s gasoline demand will be severely throttled dur-
ing the month. There is available storage in Pad 1 of around 32 mb. That’s the good news. The bad news is that because refiners cannot reduce runs quickly 
enough to match the demand collapse, much of that available storage will be filled. The question is which will be filled first — Cushing or Pad 1 gasoline 
storage?  At some point this spring, refiners will reduce runs enough to balance the gasoline market, but it won’t be in April. We think the gasoline crack may 
be under further pressure, particularly during the first half of the month. It would not surprise us to see gasoline cracks trading in negative territory again. 
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Copper prices crashed to their lowest levels since January 2016 on the 19th of March, hit-
ting $4,371/ton and breaking well below our low forecast of $5,518/ton. The high on the 
month was set early on in March, at just under $5800. Of course, the significant spread of 
the COVID-19 virus has been behind the implosion in global manufacturing activity, which in 
turn has hit a number of metals hard, with the Chinese ferrous markets being a surprising 
exception. Copper was one of the prime casualties, as evidenced by an 11% decline in open 
interest in LME copper positions during March and a significant 5.6% flat price decline for 
the month. From a fundamental viewpoint, conditions last month deteriorated at a slower 
pace than in February. Global copper exchange inventories for example, posted a net 
monthly inflow of ~61,000 tons in March, compared with a much larger inflow of ~192,000 
tons in February. In China, where economic activity has begun to slowly resume, domestic 
visible inventories (SHFE/Shanghai-bonded) peaked in mid-March, a possible sign that do-
mestic demand is starting to stabilize. However, as we discussed in our introduction, we 
expect a slow rebound in Chinese economic activity considering that export orders are still shrinking elsewhere around the world. In the concentrate mar-
ket, signs of tightness could emerge in the near-term due to recent supply disruptions in Latin America, especially Peru (accounting for 12% of global mine 
production) after the government declared a national state of emergency, forcing mines to shut down production. Freeport’s Cerro Verde mine (~450,000 
tons per year) is temporarily shut down as well. Given ongoing robust concentrate demand from China due to ongoing smelter capacity expansions, a no-
table deficit in the global concentrate market is still likely this year. Nevertheless, given the materially negative refined copper demand shock in China (in 
Q1 and Q2) and the rest of the world (in Q2), the refined copper market is likely to post its largest surplus since 2008 this year. The market consensus 
points to zero growth in global real GDP this year, including no growth or a slight contraction in China and amid these dire demand conditions, any price 
forays well above $5000 will likely be sold into. During April, we see a $4,600-$5,150*/ton range prevailing.  

Zinc dropped for a 5th consecutive month in March, hitting its lowest level since April 2016 (at 
$1,763/ton on the 19th) The high for the month was on the 13th ($2045), while for the month as 
a whole, values lost about 5.6%. Compared with a decline of 11% for the LME Index (LMEX), 
zinc weakened relatively less than most of its peers in March, which could be attributable to 
increased focus on supply disruptions. In Peru (11% of global mine production), Antamina (the 
world’s third-largest zinc mine) says that it is operating at full production, but with only 50% of its 
workers there, that might be a stretch. Meanwhile, smaller zinc-lead mines, such as Casapalca, 
Austria Duvaz, Santa Luisa, Cerro Lindo, Atacocha and El Porvenir have either been operating 
at reduced rates or have been closed. In India (6% of global mine production), Hindustan Zinc 
announced the suspension of most of its domestic operations in Rajasthan due to a nationwide 
lockdown. Affected mines in the region include Rampura Agucha - the world’s second-largest 
zinc mine, with a capacity of 3.9 million tons of zinc and lead concentrate. Against this, spot TCs 
have fallen over the past few weeks, a sign of tightening supply. On the demand side, like all 
other metals, zinc consumption has been muted, even in China, where authorities began to ease 
restrictions during the 2nd half of March. In the auto sector, for instance, Chinese automakers returned to more than 40% of normal output levels, according to 
CAAM following an 79% plunge in February, but most Western manufacturers are still either shut down or running skeletal operations. Encouragingly, the signifi-
cant increase in global zinc exchange inventories came to a halt in March. LME and SHFE zinc stocks were essentially flat last month after an increase of 
136,000 tons in February (the largest uptick since Oct 2012) and a 19,000 ton increase in Jan. Meanwhile, the ILZSG estimates that the refined market was in a 
surplus of 35,600 tons in January from a deficit of 1,200 tons in December. Global  mine production grew by 5%, refined production increased by 8%, and re-
fined usage rose by 6%, compared with year-ago levels, but the month over month comparisons showed steep drops in all three categories and this was even 
before the brunt of the health crisis hit. While one can make the argument that current prices are unsustainably low now, we think the demand implosion should 
outpace any supply cutbacks, particularly given the dismal auto and construction backdrops. During April, we see prices trading in a $1,763-$2,000/ton* range. 

Aluminum declined to its lowest level since April 2016 and ended March off by around 10% on 
the month – the deepest sell-off since September 2011. Like many other metals, the significant 
sell-off was driven by the usual suspects, coupled with a sharp rally in the dollar (reaching a 3-
year high at one point in March), a spike in the VIX (reaching an all-time high), and a wave of 
deleveraging across most asset classes. The collapse in oil has not helped either, as it is raising 
perceptions that input costs will be lower and will likely not contribute to diminished production 
prospects going forward. Although Chinese economic activity slowly resumed in March, alumi-
num’s fundamentals are still negative. Demand in the world ex-China is now sharply lower as 
consumer plants are temporarily shut, while there are widespread disruptions in supply chains, 
In the US, MW premiums dropped to their lowest since February 2018 at around 11.75 cents, 
while in Europe and Japan, premiums dropped back to levels seen at the start of the year. On 
the supply side, the IAI estimates that global primary aluminum production totaled 10.559 million 
tons in the first two months of the year, an increase of 2% from last year, including 3.7% growth 
in China (y-o-y). This is a stunning set of numbers, especially for China, where the economy 
was supposed to be shut in both January and February. This explains the significant build-up of inventories where combined, LME and SHFE stocks jumped by 
nearly 150,000 tons in March, a 10% increase from levels at the end of February. LME stocks surged by 60,000 tons (the first monthly inflow in three months) 
and SHFE stocks increased by roughly 90,00 tons (the third monthly inflow in a row). CRU projects a drop of 7.9% in global aluminum demand this year, led by a 
10% drop in Chinese demand. That said, supply cuts are now more likely because prices currently intersect the cost curve at close to the 50th percentile mark, 
meaning that half the global capacity is currently under water. But these supply curtailments are coming in slowly at best (or not at all) and are unlikely to fully 
offset the sharp contraction in spot demand. In fact, CRU forecasts a massive surplus of 6 million tons this year in spite of expected cutbacks, which is larger 
than the 3.9-million-ton surplus that emerged in the wake of the 2008-09 crisis. Against this backdrop, it is unlikely that ali prices have found a bottom yet. While 
short-covering rallies cannot be ruled out, we think the path of least resistance will be lower still. Going into April, we see prices ranging between $1,400-$1,560.* 
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Lead dropped to an intraday low of $1,570/ton March 18, the lowest since November 2015, before 
recovering to finish at $1795, down 5.7% on the month. From an exchange inventory point of view, 
the refined market looks balanced so far this year. Inventories have declined by roughly 26,000 tons 
y-t-d, a 24% drop and the  largest in the base metals space. Moreover, prices have been backward-
ated for much of the year although we note that the front-end of the curve has returned to a contan-
go (since mid-March). The outlook for demand for SLI original equipment (OE) batteries has materi-
ally deteriorated due to the COVID-19 pandemic. LMC Automotive projects a contraction of 15% in 
global light vehicle sales this year, compared with a previous forecast of a 4% decline. According to 
the consultancy, Western Europe will suffer the steepest decline in auto sales (-21%) this year. In 
February, Western European sales contracted by a whopping 7% year on year, LMC notes. In Chi-
na, sales plummeted 79% year on year in February (the deepest decline registered), according to 
CAAM, who added that auto sales could drop by more than 10% in the 1st half of the year due to 
quarantine restrictions, before rebounding in the 2nd, resulting in a 5% decline for the year as a 
whole. Sales in western markets will struggle this year as well, especially in Q2. Like zinc and cop-
per, supply disruptions emerged in March for lead, especially in Peru, where the government de-
clared a state of emergency. Buenaventura and Nexa Resources decided to limit their mining operations as well. Lead mine supply curtailments could be relatively less 
impactful on the global lead concentrate market than in zinc, however, considering that primary lead smelters in China hold sufficient concentrate inventory. Meanwhile, 
the ILZSG estimates that the global refined lead market was balanced in January 2020 (3,000-ton surplus), compared with a deficit of 14,000 tons in January 2019. 
This compares with a surplus of 15,000 tons in 2019 – the first in three years. In January 2020, global mine production grew by 1%, global refined production de-
creased by 4%, and global refined usage contracted by 6%, on a year-on-year basis. Considering the impacts of the COVID-19 outbreak on both supply and demand, 
lead’s fundamentals are likely to deteriorate this year and so we could see a growing surplus in 2020. Working in lead’s favor however, is the relatively small surplus 
projections, a low (and declining) stock overhang, coupled with secondary supply sources that remain strained in light of coronavirus logistics difficulties. Going into 
April, we see prices ranging between $1,620-$1,835*. 

Tin prices plunged to their lowest level since July 2009 at $12,700/ton on the 23, before rebounding on 
the back of dip-buying. However, for the month as a whole, the complex was down 14%. The sell-off was 
exacerbated by poor liquidity, something that has dogged the tin contract for much of its life. With regard 
to tin’s fundamentals, the ITA expects the global refined tin market to swing into a surplus this year, de-
spite recently announced production cuts. Last month, Indonesia's PT Timah - the world's largest produc-
er (76,400 tons in 2019) said it would cut monthly production by 20-30% due to weaker demand. Indone-
sian physical exchange-traded volumes, a proxy for exports, already point to lower shipments in March, 
totaling only 4,575 tons (in the month to March 27), down from 7,440 tons in February. Meanwhile, Peru’s 
Minsur - the world's fourth-largest producer (19,600 tons in 2019) - announced a halt in its operations 
after the government imposed a complete quarantine for 15 days on the 15th. MSC made a similar an-
nouncement as well. All these shutdowns are for anywhere between 2-3 weeks, but the ITA expects them 
to last longer. In Bolivia, the lockdown extends to the two government-owned mines–Colquiri and 
Huanuni–and although their export flows to China are not that significant, they would have helped allay 
the ongoing supply strains from Myanmar, exacerbated of late by the fact that many Chinese workers at 
the mine are not being allowed back in because of Myanmar’s quarantine. Out of Europe, the ITA notes 
that since “tin is used in quite a lot of medical supplies and electronics, European producers have been 
exempted from quarantines. As such, the ITA is expecting some of these producers to restart operations 
if lockdowns are extended, although at lower rates. On the demand side, the ITA sees a mild uptick in tinplate demand from the EU/US on account of the coronavirus, but on the 
flip side, many companies are in lockdown mode and have cancelled forward orders. Chinese demand has yet to return to normal and there are questions about when exactly 
Western electronics demand will snap back. (One bright spot is that laptop sales are booming given that more people need to work from home). Notwithstanding the recent 
price slide, tin’s other fundamental indicators remain constructive. First, global exchange inventories slumped by ~2,950 tons or 21% last month, the largest monthly drop since 
December 2017. LME stocks declined by nearly 1,000 tons or 13%, while SHFE stocks tumbled by 1,950 tons or 31%. Second, the front-end of the LME tin curve moved into 
backwardation, with the cash/three’s spread reaching $75 back last week, vs. an average contango of $14/ton in February. Finally, even though physical demand remains mut-
ed (like for all base metals), tin premiums are being supported by supply disruptions. Given the absence of acutely bearish fundamentals, prices should stabilize and recover 
somewhat during April, unless another major downdraft sets in over the metals group. Going into the month, we see prices ranging between $13,600-$15,340/ton*.  

Nickel has been the best performer in the LME group in March in that it did not crash to multi-
year lows like the other metals did, although it still shed 6.2% on the month. The high for the 
month was $12,995 reached on the 10th. That said, the COVID-19 crisis notably undermined 
demand from China’s stainless-steel sector in the first quarter, due to the drastic quarantine 
measures in place. Although restrictions eased in the middle of March, stainless steel mills 
face a high level of inventories on hand, soft demand, and squeezed margins. Some of this 
weaker demand was partially offset by supply disruptions in Q1. For example, Jinchuan 
Group, China’s top nickel cathode producer, cut its monthly cathode output by 20% in Febru-
ary, although the company still plans to raise overall output by 3.5% this year to 145,000 tons. 
(We suspect that this ambitious target will be revised lower at some later stage). Meanwhile, 
Nornickel revised its production estimate for 2020 to 220,000 tons, compared with a previous 
estimate of 225,000-235,000 tons released in January. And last month, Vale decided to put its 
nickel-copper mine at Voisey’s Bay (35,400 tons per year of nickel) under care and mainte-
nance for four weeks. In addition, New Caledonia’s Koniambo nickel mine decided to cut its 
production last month, while maintaining minimal refining operations. Taking into account supply and demand adjustments, the COVID-19 outbreak has loos-
ened the balance of the refined nickel market in Q1, leading to a combined surge of roughly 80,000 tons (or up 43%) in LME and SHFE inventories year-over
-year. The latest INSG statistics shows that the global refined nickel market was in a surplus of 13,000 tons in January, after a deficit of 5,000 tons in Q4 
2019. In January 2020, global mine production contracted by 5%, global refined production grew by 2%, and refined apparent usage dropped by 7%, on a 
year-on-year basis. Monthly surpluses are likely in February and March. Going into April, we don’t expect much from prices as the recovery in the Chinese 
economy should be more than counterbalanced by the deterioration in economic conditions in the rest of the world. Some short-covering rallies could 
emerge, but these will likely be sold into. By the same toke, given where nickel is on the cost curve, we expect the 2019 low of $10,630 to hold, at least in 
April.  We see prices ranging in a $10,630-$12,500*/ton band this month.  
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Iron ore lost ground in March, but not as much as other metals. By month-end, the com-
plex was off by only 3% basis Dalian, while the corresponding Chinese steel rebar con-
tract ended the month pretty much flat, a respectable performance on both counts consid-
ering all that has been going on. In fact, a Wood Mackenzie note cited by Reuters points 
out that  Q1 iron ore prices are still averaging above the research group's pre-crisis fore-
cast of $85/ton put out last December. Part of the explanation is attributable to Chinese 
steel prices remaining fairly buoyant, while another contributing factor has been iron ore’s 
supply-side issues. On that latter point, South Africa, Brazil and Australia have all im-
posed lockdown measures on a number of their facilities and exports to China have suf-
fered as a result. Woodmac is warning, however, that iron ore prices could fall to as low 
as $50/ton due to weaker than expected demand and falling production costs, but the fact 
that this has not happened yet gives us some pause to doubt that it will. In fact, not every-
one is as gloomy as Woodmac; the latest S&P Global Platts survey had roughly 40% of 
respondents saying that they expect average I/O prices to remain in the $80-$90/MT CFR 
range, while 28% see them slightly lower, at $70-$80/MT, not all that bearish. Half the respondents believe that their own iron ore requirements will 
increase in Q2, while 28% thought they would be at similar levels to Q1. Only 13% saw their needs falling, the survey found. In addition, despite rising 
local steel inventories in China, 72% of respondents believe that Chinese steel production would increase in Q2, mainly due to higher infrastructure 
and construction demand. (S&P Platts conducted its poll after speaking to 32 Chinese steel mills and traders last week). Going into April, we suspect 
that iron ore will likely remain firm; since prices have not come down all that much over the last month or two, they likely will not lose as much ground 
going into what is supposed to be a healthier Chinese demand cycle starting in Q2.   

After remaining rather firm for much of 2020, HRC steel prices eroded by roughly 5% 
over the course of March, not all that surprising. US manufacturing has ground to a 
halt in many parts of the country on account of the coronavirus and auto companies 
in particular are feeling the brunt of the impact with a number of factories shut down. 
Oil company capex spending - vitally important to the steel sector – has started to 
crumble as well as crude oil prices sink to 20-year lows and were off a stunning 50% 
this past month alone. Prior to this double-whammy, steel prices were holding up 
fairly well on account of the fact that imports into the US were down by about 52% in 
February versus January, giving US domestic producers some room to raise prices—
and many did. Although the impact of the US tariffs played a role in the February im-
port decline, we think the more pressing factor was the fact that foreign suppliers 
were unable to ship steel into the US given the operational difficulties they were expe-
riencing. As they got going, US demand came to an abrupt halt and the door was 
shut on both them as well as domestic producers. Ironically, global crude steel production continued to expand in February as output from Chi-
na shot up despite the stringent quarantine measures in place. The World Steel Association has global output rising by 2.8% y-o-y  in February 
to 143.3 million tons, with China’s production rising by a whopping 5% y-o-y following a 7.2% surge in January. Some of this excess is of 
course not being sold and is ending up in stocks, but bulls have to be disappointed by the fact that the steel spigot is not being turned off, even 
at this stage. US steel mills will now be under further pressure to cut back their output and given that the economic landscape looks pretty bar-
ren going forward, that may not be difficult to do. The problem is that for some, like US Steel, it could cost their viability as a going concern as 
well. Needless to say, we think HRC prices will remain under pressure going into April, with a breach of the $500 mark looking possible*. 

The shipping market has been buffeted by the twin storms of the coronavirus and the oil price. The 
Baltic Dry Index which tracks rates for Capesize, Panamax, Supramax and Handysize vessels, closed 
the month at 556, matching the previous low reached in September 2008. One of the hardest hit clas-
ses were Capesize vessels, impeded by Force Majeure declarations by European steel mills as well 
the closing of mining operations in South Africa. The West Australia to China C5 cargos showed re-
duced volumes, but was trading down to a low of $4,003 before closing the month at $4,223. Panamax 
started the month with several FM declarations, but picked up on news that Chinese soya processing 
was reopened and that new charters were concluded ex-Brazil and US into China. This translated into 
a positive move for the Baltic Panamax Index route P6, with rates to Southeast Asia moving up to-
wards month-end to the $8,000 range. The Supramax/Ultramax vessels moved slowly downwards, 
primarily on the decrease in the Atlantic trade volumes. The S1B Black Sea to China route lost $1,518 
to close at $16,782, while the S1C US Gulf to China route dropped $1,867 to close at$19,042. 
Handysize vessels ended their positive moves during February to decline slightly towards the end of 
March; the Handysize Index closed the month at 684. Meanwhile, the price war in oil has had a dra-
matic effect on the tanker business. The crude glut has filled up much of the world’s storage capacity 
as tankers are now being chartered for floating storage. Traders chartered at least five supertankers on 
the last day of March as global stocks continue to rise after the US ditched plans to purchase oil for its emergency reserve. In the tanker market, VLCC prices started to 
slide at the beginning of March, but rose towards the end of March, mainly on account of these bookings. Rates for 270,000mt, US Gulf to China closed at $14.75 million. 
Supermax vessels mirrored this pattern, declining 10 points to WS100, before rebounding to the low WS120s. Aframax vessels declined, but didn’t rise. A 80,000 MT 
Ceyhan to the Mediterranean is now at WS165, down 10 points from a week earlier. Cross-North Sea is now in the low-mid WS160s range. Clean tankers rose during the 
month to reach the high WS170s and by month-end, settled in the low WS170s. The biggest problem for shipping is in the box trade, as many countries have dramatically 
reduced factory production, most notably to and from China. One analyst (MSI) suggests that total box volume in March-May will fall 12% year-on-year on the Asia-Middle 
East-India route, 10% on the Asia-Latin America and on trans-Atlantic westbound lanes, 8% intra-Europe and 5% intra-Asia. Contribution from Dr. Gary Busch at CRG. 
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In last month’s report, we warned readers to expect intense volatility in palladium as prices his-
torically experience large swings in the last month of the first quarter. The complex did not disap-
point in this regard. Prices crashed to $1,501/ounce on March 16th basis spot (from $2605 on 
2/28) on massive fund liquidation only to recover more than 60% of these losses in the last ten 
days of March. By month-end, prices finished at $2351. Market participants have readjusted 
their estimates for consumption considering that the COVID-19 outbreak has already triggered a 
sharp contraction in automobile production. In China (27% of automotive palladium demand), 
auto production tumbled by 48% y-o-y in the first two months of the year (including an 83% de-
cline in February), this according to CAAM. We are seeing similar production cutbacks in a num-
ber of other car markets as well —  PSA Group, Honda, Fiat Chrysler, Volkswagen, Renault, 
several OEMs, and a host of tier one suppliers have all cut back on output, as have Toyota, 
Nissan and Honda. Ford is doing the same at some of its North American plants. The CEO of 
Toyota summed things up best when he said. "At this point, we can't foresee what's ahead for 
automakers." All this means that we should see a drawdown in palladium (and platinum) load-
ings in catalysts. In fact, some studies we have seen suggest that an annual 10%+ contraction in global auto production might be enough to tip palladium into a 
balance, in contrast with previous expectations for a nearly 1 million-ounce deficit this year. In addition, investment demand for palladium has weakened sub-
stantially so far this year. ETF investors slashed around 190,000 ounces from their palladium holdings in Q1, a 28% drop, according to our estimates. Net long 
speculative positions in NYMEX palladium have also dropped by 1.103 million ounces (16% of annual supply) in the year to March 24 (including ~350,000 ounc-
es in March), according to the CFTC.  If the impact of the COVID-19 outbreak on the global economy proves transient and economic growth bounces back next 
year, the uptrend in palladium could resume, especially given that the current level exchange inventories plus ETF holdings is acutely low (at less than 1 million 
ounces) and cannot easily cushion the tightness in the market. However, of the two scenarios, we do think that the global auto slump will carry more weight and 
we would therefore be reluctant to buy the dips. In April, we see prices ranging between $1,900-$2,550/ounce*. 

Gold experienced tremendous volatility in March, having initially rallied to a seven-year high of $1,703 
on the 9th before plunging to a four month low of $1,452/ounce on the 16th. (The range was not too 
far off our forecast of $1435-$1735). By month-end, the precious metal finished at $1596, a gain of 
3% on the month and the only precious metal to post an advance for the period. The volatility was 
driven by a combination of factors, with a prominent one being the fact that investors were seeking 
safe havens, especially during the first 15 days of March when the global equity rout intensified just 
as the dollar and US treasury rates plummeted. That abruptly changed only days later when both the 
dollar and treasuries pushed higher, sending gold to its intraday low on the 16th. Sentiment turned 
yet again going into the 2nd half of the month, as a dollar selloff and a rate decline triggered yet an-
other push higher in gold. Adding to the momentum, were reports of a physical gold squeeze, brought 
on in part by the fact that operations at three large Swiss gold refineries were on hold on account of 
the coronavirus, coupled with logistics issues that also hampering transport of gold bars. In addition, 
there have been massive inflows into bullion-backed ETFs as well as into SPDR Gold Shares. At one 
point last week, ETF holdings swelled by 5% in just four days. So far in March, ETF investors added 
around 150 tons to their holdings, the largest intake since February 2016. In the coin segment, de-
mand jumped in March as well, with American Eagle coin sales totaling 142,000 ounces, the largest since July 2015. The AE coins are also selling at a 5% premium to 
spot, the highest since Brexit. According to the WGC, the deterioration in economic conditions and high gold prices should deter gold consumer demand. However, we 
would disagree, as is in our view, massive fiscal and monetary stimulus measures, coupled with low and/or negative interest rates, should underpin investment demand 
and outpace the negative demand shock brought on by the macro conditions. As a result, we think gold will move higher for the next month or two, although buyers 
should be ready for dizzying swings as we saw in March. Risks of supply disruptions have also increased in recent weeks and will not go away anytime soon. (This past 
week for example, Australia’s Newcrest Mining suspended fly-in fly-out operations at its Lihir Gold mine in Papua New Guinea). We should also note that should we sell 
off to around $1555-$1560 and hold and move higher, a bullish inverted head and shoulders pattern would be in place on the charts. Finally, Goldman said last week that 
it sees prices rallying to $1,800 an ounce over the next year. Going into April, we see prices trading in a $1,555-$1,735*/ounce range.  

Silver crashed to an intraday low of $11.67 per ounce on March 18, its lowest level since 
January 2009, before recovering to end the month at $14.15, a 14% decline for the 
month. The high for the month was reached on March 9th (at $17.61) and so our forecast 
range of $15.80-$18.08 was not that close. Silver suffered an even deeper drawdown 
than gold last month, to the tune of 33% (from high to low), about double that of gold’s 
and consistent with silver’s stronger beta. Latest CFTC statistics show non-commercials 
cutting their net long position massively, by the equivalent of roughly 226 million ounces 
(22% of annual supply) between Feb 25 to March 24. In contrast, ETF investors, who are 
mostly retail investors, rushed to buy the dips; they added around 38 mln ounces to their 
holdings last month, the largest net inflow since August 2019. In the coin segment, senti-
ment among collectors exploded in March. American Silver Eagle coin sales totaled 
4.833 million ounces on the month, the largest monthly level since January 2017. In Q1 
2020, sales amounted to 9.329 million ounces, a 35% increase from a year ago. Funda-
mentally, silver’s underperformance was attributable to the deterioration in the outlook for industrial activity due to the COVID-19 crisis. A sharp con-
traction in industrial demand for silver, which represents 50% of global physical silver demand, is likely to keep the market in a strong surplus this 
year. In China, industrial production contracted by 13.5% year on year in the first two months of the year, the first decline since 1990, according to 
the National Bureau of Statistics (NBS). In the EU, the IHS Markit’s final March manufacturing PMI sank its lowest level since mid-2012, while 
Japan’s March factory activity contracted at its fastest pace in about a decade in March. In fact, Recessions are expected to roll into practically every 
other industrial economy and so the selling on silver (as well as many other industrial metals), especially on oversized rallies, could be substantially 
more than what we could see in gold. During April, we see silver prices ranging between $12.27-$16.10/ounce*.  
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The Euro spent March in a very wide range, trading between 106.50–115 and well outside our 
109.80–113.10 forecast band. While the ECB has been pretty quick with regard to getting 
looser monetary policies and credit facilities rolled out in an effort to ward off the impact of the 
coronavirus, reaching an agreement on fiscal spending measures by Europpean governments 
is not proceeding all that swiftly as leaders remain at odds as to how best to proceed. Howev-
er, we are happy to see that Germany is moving on its own, rolling out a spending package 
worth about €750 billion, of which €100 billion will be earmarked for an economic stability fund 
that could take direct equity stakes in companies. A further €100 billion would go into a public-
sector development bank that would dole out loans to hard-hit businesses, while another 
tranche will be reserved for loan guarantees . For its part, the ECB added roughly 1.1 trillion 
Euros to its existing asset-purchase program this past month. It eliminated a cap on how 
many bonds it can buy from any single euro zone country and also instructed European banks 
to skip dividend payments and share buybacks until October. The ECB joined other central 
banks this past month and cut its rates further into negative territory, although this is unlikely 
to have much of an impact. Capital Economics is forecasting a big rise in European unemployment in the coming weeks, possibly to as high as 12%, match-
ing the peak seen during the Eurozone crisis. It is also expecting a 15% decline (Q/Q) in European Q1 GDP. For the year as a whole, the European Com-
mission sees overall European growth coming in at -1%, but Reuters reports that internal Commission estimates were more pessimistic than that as num-
bers of -2.5% were also bandied about. As we went out with this note, we learned this week that Eurozone manufacturing activity collapsed last month, with 
the Markit PMI sinking to 44.5 from February's 49.2 and coming in at an eight-year low. "Even the slide in the PMI to a seven-and-a-half-year low masks the 
severity of the slump in manufacturing as it includes a measure of supply chain delays, which boosted the index," the economist at Markit, told Reuters. 
(This supply chain delay was also apparent in the US ISM reading as well, making it appear better than it actually was). During April, we see the Euro rang-
ing between 107.50–113*, as volatility will likely remain high. 

The yen ended March pretty much unchanged, but this masked the intense volatility 
that set in for much of the month. In this regard, the yen traded between a 3 1/2 year 
high of 101.20, in early March while on the downside, it came in within 50 points of 
breaking the 2019 low of 112.28. This has been among the widest trading ranges we 
have seen in the yen in years, perhaps not surprising given all that is going on. Inter-
estingly, the yen did not "go it alone" as a safe haven this past month, as it usually 
does during other times. Instead, it very much followed the ups and downs of the gen-
eral dollar index. In the meantime, the Bank of Japan has turned easier, ramping up 
purchases of exchange-traded funds and other riskier assets, including corporate 
bonds. It has also decided to create a new loan program to extend one-year, zero-
rate loans to financial institutions. For its part, the government will soon kick off a 
stimulus package of at least 15 trillion yen ($137 billion) financed in part by deficit-
covering bonds. Including loans, the size of the package will exceed 30 trillion yen, The government also said that it will fund upgrades to medi-
cal facilities and subsidize working parents forced to go on leave because of closed schools. Postponing the Olympics will undoubtedly be a 
heavy blow to the economy as well, with J.P. Morgan estimating that it is cancellation will knock .2% off Japanese growth this year alone. The 
economy was already weak heading into 2020 given that output shrank by an annualized 7.1% in Q4 and so the coronavirus downdraft could 
not have come at a worse time. In fact, figures we got this week show that the weakness is accelerating, as Japan’s PMI fell to its lowest level 
since April 2009 and there are already calls for the stimulus package to double from here, to 60 trillion yen ($553 billion). During December, we 
see the yen ranging between 104–111*. 

After rallying close to a 2020 high of $1.32 on March 9, sterling staged an about-face and plunged to a 
35-year low of $1.1414 on March 20 before recovering this past week to end the month at around 
$1.24. This writer was a junior trader the last time sterling was at $1.14 and clearly recalls the US 
partner at the firm he was working at marveling at how cheap London real estate was in dollar terms 
compared to New York and suggesting that it was the time to buy property there. That was a prescient 
call, but to the best of our knowledge, the partner neither bought sterling nor London real estate, alt-
hough the latter would have definitely been a better purchase than the former. But that was then and 
this is now and sterling has been crashing of late for far different reasons. This past month, it declined 
on growing concern about the rising infection rates in the UK and the government’s rather lackadaisical 
response to combatting the virus. It was only ten days ago that the government mandated stay-in-
place orders for large parts of the country, closing schools and shutting parts of the Underground. In 
the meantime, the British economy –- already struggling with Brexit uncertainties— is expected to 
shrink by around 10% in Q2 and by just over 5% in 2020, this according to Morgan Stanley. This week, 
we learned that manufacturing activity dropped significantly in March as well, with the final Markit man-
ufacturing PMI reading coming in at  47.8, a three-month low and down from 51.7 in February. But 
similar to the Eurozone PMI and the US ISM reading, the figure was underestimating overall strength given that it was bolstered by longer delivery times; this is normally a 
reflection of stronger demand, but in these cases reflects supply chain disruptions, which are not positive growth drivers. In response to the global macro meltdown, the 
BoE slashed rates by a total of 65 basis points last month, bringing them to practically zero. In addition, it announced L200 billion of bond purchases, including a financing 
facility that will buy commercial paper from businesses that have an investment-grade credit rating. The government also rolled out L330 billion in loan guarantees and 
offered to pay 80% of wages (up to a maximum of 2,500 pounds a month) if firms did not fire staff. Businesses were also allowed to temporarily hold on to L30 billion in 
VAT taxes. In light of the UK’s rising debt and spending, Fitch cut Britain’s sovereign rating last week to AA- from AA (on par with Belgium and the Czech Republic) and 
said that a further cut could follow if the country’s debt to GDP ratio rises to 100% next year, as expected Separately, British PM Boris Johnson tested positive for the coro-
navirus last week and is self-isolating. His girlfriend is also apparently pregnant, so he definitely has his hands full for the moment. During April, we see sterling trading 
between $1.1950–$1.2625*. 
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The Canadian dollar saw intense volatility during March, hitting a three-year low of 
$1.4668 and coming within less than a quarter of a cent from setting a 17-year low. 
The high for the month was set during the first week of March at around 1.33, 
while by month end, the currency ended at 1.4060, down 4.5% on the month. The 
loonie's collapse—at least over the first three weeks of March — was attributable 
to two variables, the first being the head-long rush into the dollar that coincided 
with the steep falls in US equities, while the second, was the equally spectacular 
collapse in oil prices that took valuations to 20-year lows basis WTI this past week. 
We have, however, seen a rather sharp selloff in the general dollar index over the 
last 10 days and this has revived the Canadian dollar's fortunes to some extent, 
but oil prices seem to be weakening again and could pull the currency lower once 
again. Meanwhile, confronted with a sharp contraction in economic activity both locally and pretty much the world over, the Bank of Cana-
da cut rates by 150 basis points in three emergency meetings during March, taking the overnight interest rate to 0.25%. The Bank also 
said last week that it would be buying more Canadian government securities in the secondary market, beginning with C$5 billion per week 
(and emulating the Fed’s playbook). Meanwhile, the government has forwarded a fiscal plan of its own, rolling out $55 billion in tax defer-
rals for businesses and families, a $27 billion aid package for workers and low income households, and a guarantee of 75% of wages for 
small businesses. It is hard to assess where the Canadian dollar goes from here during April, but we have to suspect that oil prices will 
likely continue to erode (bearish for the currency) while the dollar's recent weakness might resume now that US rates are again heading 
lower. During April, we see a $1.3735-$1.4500 trading range prevailing. 

The rupee witnessed intense turbulence in March, with values tumbling to all-time low 
of 76.3 at one point. Similar to many other emerging market currencies that are strug-
gling under the weight of foreign capital outflows, the rupee remains under pressure 
from the fallout of the Covid-19 pandemic. In India's case, the problem has been com-
pounded by a strict three-week lockdown that has been imposed on the country’s 36 
states and territories last week. "There is no other way to remain safe from the coro-
navirus," Prime Minister Modi said in an address. "If we have to stop the spread, we 
have to break the cycle of infection." To counter the adverse impact of the lockdown, 
the government unveiled a INR 1.7 trillion relief package, aimed to cushion the plunge 
in consumption demand, while also easing administrative steps for a host of produc-
tion related activities. Especially hard-hit were roughly 9 million migrant workers, 
many of whom who are attempting to get back home, but are stuck in place — out of 
jobs and out of pay. The government has pledged $22 billion to help these people. In addition, the RBI announced a series of steps to address 
recent tightness in the financial markets, delivering a 75bps cut in the repo rate, the biggest since the financial crisis. The RBI also announced 
TLTROs (targeted long-term repo operations) where banks can use the proceeds to access more liquidity and lower yields. Meanwhile, exist-
ing borrowers are being provided a moratorium of 3-months on payment of all loans as of March 1. Oxford Economics expects India’s growth 
this year to come in at 4.4% from 5.3%, with Q2 GDP falling as low as 3% before a recovery sets in. (Other full year 2020 estimates we have 
seen are even lower than that, at around 2%). With regard to our INR outlook, we sense that volatility will persist until the adverse impact of the 
pandemic on the global markets starts to abate and we see the INR in a of 73-77 range for next 1-2 months. Contribution from Hitesh Jain in 
Mumbai . 

The Chinese yuan has been trading on either side of the 7 mark as our chart along-
side shows. Local economic activity plunged in February, but seems to be improving 
in March. However, the fact that the currency is not appreciating all that much is tell-
ing us that the government still wants to keep the currency in check until it is more 
comfortable that the economy is on more solid footing. It also may not want to see too 
much of a decline, lest it leads to another round of capital flight or risks antagonizing 
a sensitive US administration where there are periodic rumors that tariffs could be 
lifted as a good-will gesture towards China by the Trump administration. Meanwhile, 
although the recent spate of macro numbers we are seeing come out of China are 
turning a bit better, more time is needed before we can stay that things are truly turn-
ing the corner. In this regard, Chinese manufacturing as measured by the official PMI 
rebounded strongly in March (rising to 52, up from a record low of 35.7 in February), but Reuters notes that output at Chinese factories 
“remains a long way from normal”. Car sales, which were down nearly 80% in February, were off 40% in March, still a sharp contraction and 
nothing to get that all excited about. Moreover, consumers may be slow coming out of their spending hibernation, as the this is the first crisis 
many young people remember and one that was not quickly reversed by the government with massive stimulus. In our introduction, we also 
went though a series of other indictors which show an economy that is still chugging along and not fully back on track yet, somewhat to be ex-
pected given the recent sharp contraction. Over the course of April, we see the yuan maintaining its recent range, while the government con-
centrates its efforts on finding the right balance between rolling out more stimulus, while not pulling the country further into debt. 
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The Brazilian real crumbled to a three-year low in March, busting through the 5.0 mark and 
getting to a trough of 5.25 at one point before ending the month at around 5.00. The currency 
has fallen to yet another record low as we go into April, with investors increasingly concerned 
about spreading coronavirus infections in Brazil and the fact that President Bolsonaro seems 
to be ,more concerned about getting people back to work as opposed to mitigating the effects 
of the crisis. As of this writing, Brazil has close to 6,000 cases, but given the hands-off attitude 
of Bolsonaro’s government, states and cities are taking matters into their own hands, mandat-
ing social distancing and restricting travel. (Even Rio beaches are closed, an unprecedented 
move). The weakness in the real has also been prompted by a general retreat in commodity 
prices (particularly oil and less so in iron ore), along with a general surge in the dollar, espe-
cially over the first three weeks in March. (Tellingly, the real hardly recovered much when the 
dollar started to roll back its gains over the past 10 days). In response to weakening domestic 
and global economic conditions, the central bank cut interest rates by 50 basis points to 
3.75% last month and allowed banks to keep more lenient capital ratios in place. In addition, a 
150 billion reais stimulus package was introduced after Bolsonaro declared a national emergency, in effect allowing the government to waive fiscal targets. 
At the start of the year, Brazil's economy was expected to grow modestly in 2020, but these projections are currently out the window, with most economists 
now expecting a contraction, the country's first since 2016. Some are even predicting a sharper GDP slide of up to 6%, but that seems a little extreme to 
us. Meanwhile, the Brazilian equity market is down nearly 50% y-t-d, the worst performer in Latin America, with even Argentina beating it. Given this unin-
spiring backdrop, we suspect the Brazilian real will continue to set fresh lows in April until a measure of confidence seeps back, no doubt helped if Bolso-
naro himself gives the markets the impression that he is taking the crisis as seriously as local officials. 

Our chart alongside says it all, displaying the magnitude of the harrowing March drop we had in the 
S&P-500, which also saw its biggest quarterly drop since the financial crisis. For its part, the Dow 
registered its largest quarterly decline since 1987. Both indices finished down roughly 20% in Q1. 
About the only consolation we could offer was that the Q1 decline stretched to –30% at point in 
March as stocks recovered some ground last week, but even this advance is starting to fray going 
into April, kicked off by another 1000-point decline basis the Dow and a 115 point drop in the S&P 
to kick off the first day of trading in Q2. As economists are busy slashing US growth prospects—and 
corporate earnings — we will soon learn whether these estimates are reasonable enough when 
companies begin to report Q1 results next week. Most companies will likely come in with decent 
numbers for the quarter and even beat estimates, since the economic implosion we are currently in 
did not really set in until mid-March, but any guidance companies provide for Q2 or for the rest of 
the year — if they dare give it —  will be more telling. For now, FactSet is calling for a 10% year-
over-year Q2 earnings decline, a 16% swing from the +6% expected at the start of the year. Of 
course, we will not have the Q2 numbers until the beginning of July and by then, we hope that the 
brunt of the crisis will be over. However, stocks should start to discount any end to the crisis well before then, but when exactly this will be is anyone’s guess. If in-
fections start to peak in New York over the next 7 to 21 days, as the experts are telling us, we could see the S&P-500 do a bit better in April compared to March. 
However, we think it will be too early to latch on to any rally, as the market will need more time to assess the damage and make sure that infections are not getting 
to ramp up again, especially in other cities with dense populations. For now, we would advise to avoid buying the dips and selling into rallies, although last week’s 
20% bounce off the lows was  so startling, that it even prompted some technicians to proclaim that the bear market was theoretically over. (We would pass on that 
advice). For the brave of heart, there are day-trading opportunities one can perhaps take advantage off, especially in the option space, where premiums have blown 
out, but that would involve timing the intraday swings correctly and watching the markets like a hawk. During April, we are looking for a measure of stability return, 
with the caveat any move to the upside could prove to be short-lived.   

When interest rates are scraping along the bottom and barely above zero, there is really not 
much one can say about the outlook going forward, other than to conclude that very little is 
expected to change in the treasury space given the economic “stop” in borrowing activity that 
has set in over the US economy. In response, a variety of central banks are putting their foot 
on the pedal and flooding the credit markets with liquidity, lowering rates and rolling out lend-
ing facilities. The Fed did its part last month, slashing rates to zero in one fell swoop, while 
also agreeing to buy at least $700 billion in government and mortgage-related bonds. In addi-
tion, it announced that it is restarting quantitative easing and will expand its balance sheet, 
while also looking at possibilities to lend to large and small business — and even states. 
“Economic policy experts must do what we can to ease hardship caused by the disruption to 
the economy” Fed Chair Powell said last month, adding that “We are prepared to use our full 
range of tools to support the flow of credit to households and businesses.” That out-of-the-box 
thinking is the right for now, as concentrating only on the banks and lowering rates is not go-
ing to be of much help. How long rates are going to remain where they are is a good question, 
but it is safe to say that with growth estimates severely cut back, not much change is expected over the short-term. In fact, some economists are saying 
that rates will not be moving back up until the US economy returns to its pre-crisis growth path and not may not happen for at least another year or two. 
We certainly hope it won’t be that long, but we certainly don’t see the economy come roaring back “like a rocket ship” anytime soon as President Trump 
contends. What we are slightly concerned that in the event of another equity rout, a major corporate default or rising credit market stress, treasury rates 
could tip into negative territory as buyers stream into the asset class seeking safety, with some even deciding to pay for the privilege if they need to. This 
will unleash yet another set of problems that the US financial system — and the Fed — need to think about.  
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