
ommodity prices were generally lower in
March .  Petroleum prices peaked at $32/bbl on

March 7, and then fell below $25/bbl by month’s end, in
anticipation of higher OPEC production. OPEC met March
27-29 and agreed to raise quotas by 1.7 mb/d April 1 (this
includes a proportional increase for Iran, although the coun-
try was not a party to the agreement).  Mexico and Nor-
way also announced they will increase production by 0.15
mb/d and 0.10 mb/d, respectively.  As OPEC was ex-
ceeding quotas by about 1.1 mb/d in March, the net in-
crease of “new” supply is expected to be about 1.2 mb/d,
assuming some overproduction and higher output from Iraq.

Non-energy commodity prices declined 1.6 per-
cent in March following a slight decline in February.  The
decline is seen as a pause in the general trend of price
increases expected for non-energy commodity prices this
year. The recovery of prices has been modest since the
cyclical low last July, with non-energy prices up only 4.2
percent.  Most of this increase has come from metals
which reached a low one year ago while agricultural com-
modities are up less than 1.0 percent since their low last
July. Agricultural commodities prices were down 1.4 per-
cent in March, relative to February.

Metals and minerals prices fell 2.3% amid high
stocks, rising supplies and some concern about the strength
of world demand.  Aluminum recorded the largest decline
of 5.6%.  Gold prices fell 4.5% because of actual and
prospective sales from central banks, as well as forward
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sales by gold producers.  Bucking these trends were fur-
ther increases in the prices of steel, nickel and zinc, led by
strong growth in steel demand and extreme tightness in
nickel supplies.

Trade volumes have begun to increase for many
agricultural commodities and this is expected to sup-
port prices as stock levels for most commodities continue
to decline. Trade increases are coming from several groups
of countries, including the oil exporting countries which
are benefiting from higher oil prices, the Asian crisis coun-
tries which are recovering from the 1997-98 economic
slump, and the former Soviet Union countries especially
Russia which has benefited from higher oil prices as well
as an overall improvement in its economic situation.
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Major Movers in March

Aluminum  prices declined 5.6% following a squeeze
on the LME.  Aluminum stocks have declined recently
but this is merely a reversal of the in-flow of material
when the market was in backwardation, and does not
represent a tightness of supply.

Cocoa prices gained 8.1% in March mainly reflect-
ing the slowing of West Africa’s main crop arrivals.
Following good mid-crop forecasts, arrivals are expected
to regain strength and thus put downward pressure on
prices again.

Coconut oil and palmkernel oil prices declined
6.6% and 4.1%, respectively, in March due to large palm
kernel oil production.  This is the third consecutive monthly
setback in lauric oils prices.
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Coffee robusta prices declined 5.3% in March fol-
lowing reports that production by both Asian and Afri-
can coffee producers will exceed earlier expectations.
Arabica prices declined 2.6%, with the prospects of an-
other record crop (currently estimated to exceed 107
million bags).  Brazil and Colombia, the world’s top cof-
fee producers, are reportedly contemplating a supply re-
tention program, but the details are not known yet.

Cotton prices increased an additional 6.6% in March
to reach 126 cents/kg, almost 30% higher than their De-
cember ‘99 15-year low.  The recovery is expected to
continue on recent estimates that consumption will ex-
ceed production by 1.3 million tons while stocks will de-
cline by 1.4 million tons in the 2000/01 season.

Gold prices fell 4.5%, ending the month slightly
above $275/toz, as planned and rumored sales by sev-
eral central banks weighed heavily on prices.  The UK
sold 25 tons on March 21, its fifth such auction under a
plan to ultimately sell 415 tons of gold reserves.

Natural gas prices in the US rose 5.3% on declin-
ing inventories and expectations of a tightening market
this summer due to strong demand and only modest
growth in domestic supplies.  Gas prices in Europe
soared 19% because of higher oil prices, as imported
gas into Europe is indexed to petroleum prices.

Nickel prices leapt a further 6.5% due to strong
demand for steel and an extremely tight nickel market,
brought on by very low stocks, labor disputes, and sup-
ply problems at new mines.

Palm oil prices gained 5.4% in March, despite good
production prospects.  Demand growth appears to be
the driving force behind the price increase.  Soybean
oil prices also gained 1.4%.

Rice prices fell 6.3% on news that Indonesia
banned rice imports until June to protect local farmers
from falling prices during the April harvest.  This deci-
sion raised concerns that the policy may affect orders
previously placed by Indonesia’s State Logistics Agency.
And given the already weak import demand situation,
rice prices weakened further on the announcement.

Sugar prices fell 3.9% on reduced imports by Rus-
sia and announced increases in sugar import duties by
India and Russia.

Tea prices fell 3.5% (three auctions average) due
to the weak market in Calcutta, where leaf prices sank
to end-of-season lows as mostly poor quality offer-
ings met with nominal export and domestic demand.

Timber  prices were mixed, with Malaysian logs
up 3.7% after dropping by 4.8% in February when
prices fell due to slow trade during the Chinese New
Year.  West African sapeli log were slightly lower.
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