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Commodity Comment: Yet Another

e  We continue to see momentum building for an extension of the OPEC agreement beyond April, largely driven by Saudi
Arabia, with a number of other producers signaling public support for an extension regardless of past stances (page 1).

e  While the oil market is still grappling with the aftermath of Hurricane Harvey, another storm, Hurricane Irma is
compounding the storm-related shipping logistics despite a vastly different route for the storm (page 1).

e In the context of destructive weather events, there are a number of other events stacking up on both sides of the
supply and demand ledger for US natural gas as of late (page 2).

e  While the risks that have pushed gold prices to current levels are part of why we have long recommended it as a risk
overlay, the net length that has developed in the market does leave gold vulnerable absent these factors (page 2).

Geopolitics: OPEC — Gimme More

helima.croft@rbccm.com

In our view, momentum seems to be building for extending
the OPEC output agreement beyond April. Saudi Arabia
and Russia, the anchors of the deal, are in favor of keeping
the cuts in place until June and several other important
producers have recently signaled support for an extension.
For example, Iranian oil minister Bijan Zanganeh indicated
that his country “will cooperate with the majority” on the
extension proposal. It is interesting to note that Iran had
been one of the biggest roadblocks to crafting the
November 2016 output pact given its demands to return to
pre-sanctions production levels, but it has not been a
major problem for OPEC planners since its special cap
arrangement was created. The Iraqi oil minister Jabbar al-
Luiebi on the other hand, has been a much more vocal
critic of the terms of the deal and repeatedly pledged to
increase output to 5m b/d. He was especially vocal in the...

Oil: Yet another hurricane

.. months immediately after the agreement, complaining in
public forums that that Iraq was not exempted (like Libya and
Nigeria) and not allowed to use its own numbers (as the basis
for output cut). In addition, Iraq initially sent mixed signals
about whether it would actually agree to extend the deal to
April 2018. Khalid al-Falih ventured to Baghdad days before
the May meeting to ensure that Iraq would agree to a 9-
month timeframe. Hence, while Irag has always seemed to
be one of the weakest links in the agreement, Iraqi officials
have adopted a much more cooperative stance this summer
and have publicly affirmed their commitment to the
agreement. During a visit to Moscow in August, Luiebi stated
that if the agreement is extended, Iraq will comply in order
to help stabilize the market. Saudi Arabia’s diplomatic charm
offensive may partially account for the more conciliatory
statements emanating from Baghdad.

michael.tran@rbccm.com

The market is still grappling with the aftermath of
Hurricane Harvey, but another storm, Hurricane Irma, is
compounding the storm-related oil price volatility. To be
fair, Irma’s Caribbean and Atlantic US route is drastically
different from Harvey’s path and while not directly as
impactful for the US Gulf energy hub, Irma serves as a key
reminder that storms do not have to reach that region to
disrupt regional refined product supply and trade.
Hurricane Irma’s Latin American presence put terminal
operators in the crosshairs as several oil storage facilities in
Puerto Rico and the USVI were idled preventatively.
NuStar’s St. Eustatius terminal reported damages with no
timeline for restart. Even temporary interruptions to
refined product flow can prove impactful given the hand to
mouth style of trade as the Caribbean houses much of the
regional storage capacity and acts as a key hub supplying
the broader South America.

Source (all): National Hurricane Center (nhc.noaa.gov as of 9/7/17), RBC Capital Markets

Note: The cone contains the

the size of the storm. Haz

Priced as of prior trading day’s market close, ET (unless otherwise stated).

All values in U.S. dollars unless otherwise noted.
For Required Conflicts Disclosures, please see page 11.
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Natural Gas: Another Hurricane christopher.louney@rbccm.com
<. Tropical-Storm-Force Wind Speed Probabilities (Prefiminary) According to the National Hurricane Center, Hurricane Irma
V For ™ 120 howrs (5.0 days) from 2 AM AST THU SEP 07 10 2 AM AST TUE SEP 12 '~ "'

may hit Florida and wind, storm surge and rainfall are all
possible which would negatively affect demand. While the
market is still recovering from Hurricane Harvey (note:
monthly supply data will be more useful given poor visibility
with intrastate pipeline flows in Texas), there have been a
number of other developments lately. First, flows into Sabine
Pass were restricted, as storage there had essentially filled
without ships allowed to dock at the facility and load (now
resolved). In the northeast, partial Rover Phase 1A has begun
to see limited flows after its FERC approval. Alongside Rover,
the Cove Point LNG export facility received its FERC approval
for the introduction of feedgas ahead of its Q4 17 scheduled
o8 wopics Cyetones start. Overall, in the context of destructive weather events,
developments on the either side of the ledger are stacking up.

Wings (1-minue ov

o of tropical-storm-lorce ".z.- mph)
© Indicates Hurricans ma center location sl 2 AM AST THU OF, 2017 (Forecast Advisory #1Y)
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Gold: Riding a Wave christopher.louney@rbccm.com

Gold has been riding a risk wave spanning North Korea, 400 1 900 Iots — ong . Short Net
trade risks (i.e. NAFTA negotiations), debt ceiling drama and

shutdown risks (which have now largely been pushed out 300
until at least December), general political risks, etc. These

risks are precisely why we have recommended gold as a risk 200
overlay for some time now, albeit we do think that the

current rally looks overextended. In fact, our base case is for 100
these risks to recede at least somewhat, leaving gold to
contend with possible physical demand destruction, and the
resultant shifts in retail and other investor demand to say
the least (the risks to this view center on North Korea and
congressional (in)action). Yet, with managed money
positioning (see right for futures-only data) having risen
precipitously since early July, if current risk premiums were

-100

-200

to recede then current prices would be vulnerable. Sep-12 Dec-13 Mar-15 Jun-16 Aug-17
Source (all): National Hurricane Center (nhc.noaa.gov as of 9/7/17), Bloomberg, CFTC, RBC Capital Markets
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Recent Commodity Strategy Research:

OPEC Watch List: Closing Time (September 7, 2017)
Commodity Surveyor: Gravity Takes Hold (September 5, 2017)

Commodity Comment: Rippling Beyond (August 31, 2017)

Oil & Natural Gas Strategy: Hurricane Harvey Impact (August 28, 2017)
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QOil charts

Figures 1 & 2: WTI forward curve, Brent forward curve

Commodity Comment: Yet Another
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Figures 3 & 4: Front month crude prices, North American crude oil production
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Figures 5 & 6: US crude inventories by PADD, Crude inventories at Cushing
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Source (all): Bloomberg, NYMEX, ICE, DOE, EIA, NEB, PEMEX, RBC Capital Markets
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US Natural Gas charts

Figures 7 & 8: Front month versus spot Natural Gas prices, Natural Gas forward curve
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Figures 9 & 10: US Natural Gas working storage, US production in major shales
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Figure 11: Two-week US weather forecasts by region

100 1 X-axis : Number indicates days forward with 1 indicating today Weather Forecasts by region As of:  09/06/2017

Y-axis: Gas weighted temperature (degrees F), BLUE is above
80 - normal, GREY is below, line is 30-year avg.
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Source (all): Bloomberg (including weather chart), NYMEX, DOE, EIA, RBC Capital Markets
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Gold charts

Figures 12 & 13: Gold forward curve, Gold price versus gold volatility

Commodity Comment: Yet Another

1,600 1 Gold forward curve ($/0z) 1500 Gold price versus 30-day volatility r 30
Gold price (LHS, $/0z)
——— 30-day gold volatility index (RHS) L 55
1400
1,400 /
/ - 20
1300
1,200 - 15
1200
1 year range - 10
1,000
1 year ago 1100
——— 1 month ago r3
— k
Months forward La\;vee; ago
800 . . . . . . . : ; 1000 ; ; ; . . + 0
1 3 6 10 14 18 22 35 47 59 Sep-15  Jan-16 May-16 Sep-16  Jan-17 May-17  Sep-17
Figures 14 & 15: Gold versus equities, Gold versus US rates
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Figures 16 & 17: Bloomberg sentiment indicators, Monthly gold ETP holdings
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CFTC positioning (managed money and swap dealers)
Figure 18: Managed money positioning (000 lots)

Futures (net long) as % of open

Managed money e Open interest (futures) Futures (net long) Futures & Options (net long)
29-Aug-17 Current week ago Current Current w/w Current w/w
Palladium Nymex 71.2% 74.3% 35.00 (1.67) 24.93 (0.15) 25.01 (0.15)
Gold Comex 41.0% 43.0% 538.88 38.43 221.13 27.05 231.90 35.57
Copper Comex 37.9% 38.8% 329.51 (0.21) 124.93 2.78 124.93 2.80
Silver Comex 28.7% 34.0% 182.82 (4.40) 52.43 8.18 52.43 8.75
Platinum Nymex 27.2% 29.9% 75.27 3.32 20.50 3.01 21.13 3.23
Lean hogs CME 25.7% 21.3% 249.39 (4.78) 64.05 (12.00) 64.21 (11.47)
Rice CBOT 25.2% 25.7% 10.44 0.79 2.64 0.25 2.64 0.25
Live cattle CME 24.6% 24.2% 316.27 2.70 77.76 (0.73) 81.01 (0.39)
Feeder cattle CME 20.3% 20.8% 53.20 (1.43) 10.79 (0.04) 11.00 (0.04)
Lumber CME 17.8% 19.6% 4.19 (0.01) 0.75 0.07 0.76 0.09
Oats CBOT 17.0% 12.9% 5.80 (0.12) 0.99 (0.26) 0.99 (0.26)
Cotton NYBOT 16.9% 22.4% 224.97 (1.13) 38.06 12.03 35.58 12.53
Soybean oil CBOT 16.2% 21.5% 418.51 0.26 67.85 2231 66.87 22.27
Gasoline Nymex 12.0% 15.3% 406.38 (9.93) 48.64 12.12 48.93 12.30
Wheat MGEX 10.1% 9.7% 79.14 (3.55) 7.96 (0.61) 8.12 (0.60)
Heating oil Nymex 7.4% 10.1% 395.65 (4.52) 29.19 10.19 30.15 10.09
Wheat KBOT 6.3% 4.4% 276.60 (11.62) 17.52 (5.82) 18.06 (5.71)
Crude Nymex 6.2% 1.1% 2,247.06 10.08 138.56 (113.74) 147.30 (105.67)
Natural Gas Nymex 5.4% 4.6% 1,293.15 (22.93) 69.91 (12.03) 69.31 (12.37)
Crude ICE 3.2% 3.2% 572.95 1.18 18.49 0.06 18.59 0.29
Corn CBOT -4.6% -7.8% 1,373.87 (74.05) (63.53) (37.51) (64.95) (47.87)
Soybeans CBOT -5.0% -4.8% 652.42 (21.11) (32.68) 2.62 (28.37) (4.97)
Soybean meal CBOT -9.0% -9.5% 389.03 2.66 (34.96) (2.25) (36.15) (1.60)
Coffee ICE -13.4% -17.8% 194.05 8.69 (26.07) (10.11) (23.65) (9.31)
Sugar ICE -15.2% -14.2% 835.20 (5.41) (127.07) 9.26 (126.48) 8.52
Wheat CBOT -15.9% -17.6% 440.23 (33.27) (70.13) (1.34) (77.53) (10.78)
Cocoa ICE -20.1% -19.3% 247.68 591 (49.78) 0.88 (47.51) 1.58
Orange Juice ICE -41.9% -47.4% 10.27 (0.18) (4.30) (0.48) (4.26) (0.48)
Total/average 10.5% 10.7% 11,857.93 (126.29) 628.56 (86.22) 650.00 (93.40)

Source: CFTC, Bloomberg, RBC Capital Markets

This page provides a breakdown of managed money positioning in major commodity futures (and options) as defined by the CFTC Commitment of Traders
Report. The table above ranks commodities by net long futures position as a percentage of futures open interest versus the same a month prior. A money
manager is defined by the CFTC as “a registered commodity trading advisor (CTA); a registered commodity pool operator (CPO); or an unregistered fund
identified by CFTC. These traders are engaged in managing and conducting organized futures trading on behalf of clients.”

Figures 19 & 20: Managed money positions in major futures markets, Net long as a percentage of futures open interest

3,000
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Source: CFTC, Bloomberg, RBC Capital Markets
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Figure 21: Swap dealer positioning (‘000 lots)

Futures (net long) as % of open

interest Open interest (futures) Futures (net long) Futures & Options (net long)

Swap dealers

29-Aug-17 Current week ago Current Current Current

Cotton 224.97 (1.13) 71.66 0.00 73.60 (1.10)
Lean hogs CME 31.5% 32.1% 249.39 (4.78) 78.65 (0.24) 78.15 (0.14)
Live cattle CME 30.3% 29.9% 316.27 2.70 95.84 (0.32) 95.51 (0.25)
Soybean oil cBOT 23.0% 243% 41851 0.26 96.18 5.58 98.48 5.13
Heating oil Nymex 18.2% 18.1% 395.65 (4.52) 71.87 (1.08) 74.58 (0.25)
Wheat CBOT 17.8% 18.0% 440.23 (33.27) 78.28 (5.21) 87.74 (2.72)
Feeder cattle CME 17.3% 18.1% 53.20 (1.43) 9.18 0.19 9.18 0.19
Sugar ICE 17.0% 17.3% 835.20 (5.41) 141.88 1.99 128.74 (0.87)
Soybean meal CBOT 16.4% 15.9% 389.03 2.66 63.80 (1.63) 66.64 (2.55)
Corn CBOT 15.9% 17.7% 1,373.87 (74.05) 218.90 11.49 234.75 7.65
Coffee ICE 14.9% 14.7% 194.05 8.69 29.01 0.80 31.42 1.02
Orange Juice ICE 13.6% 15.4% 10.27 (0.18) 1.40 0.15 1.40 0.15
Soybeans cBOT 12.4% 13.8% 652.42 (21.11) 80.66 6.65 82.61 2.44
Gasoline Nymex 11.4% 10.5% 406.38 (9.93) 46.28 (4.60) 46.28 (@.74)
Copper Comex 10.9% 10.6% 329.51 (0.22) 35.94 (0.92) 36.00 (0.91)
Wheat KBOT 8.6% 9.0% 276.60 (11.62) 23.89 (0.12) 24.32 (0.02)
Natural Gas Nymex 5.3% 6.2% 1,293.15 (22.93) 69.14 9.31 69.17 9.21
Cocoa ICE 47% 43% 247.68 5.91 11.72 (0.73) 11.42 (0.75)
Wheat MGEX 4.6% 4.7% 79.14 (3.55) 3.62 (0.06) 3.62 0.05
Oats cBOT 43% 4.4% 5.80 (0.12) 0.25 = 0.25 =

Lumber CME 3.1% 3.1% 4.19 (0.01) 0.13 - 0.13 -

Rice CBOT 1.0% 0.7% 10.44 0.79 0.10 (0.03) 0.10 (0.03)
Silver Comex -43% 6.7% 182.82 (4.40) (7.85) (4.04) (8.30) (4.34)
Crude ICE 9.5% 9.5% 572.95 1.18 (54.51) (0.17) (79.15) (3.13)
Crude Nymex -10.7% 9.2% 2,247.06 10.08 (240.91) 32.40 (307.14) 27.20
Gold Comex -11.0% -13.5% 538.88 38.43 (59.43) (18.66) (75.95) (24.77)
Platinum Nymex -14.9% -16.8% 75.27 3.32 (11.21) (2.01) (11.49) (2.12)
Palladium Nymex -22.9% -23.7% 35.00 (1.67) (8.01) 0.10 (7.49) 0.14

11,857.93

Source: CFTC, Bloomberg, RBC Capital Markets

This page provides a breakdown of swap dealer positioning in major commodity futures (and options) as defined by the CFTC Commitment of Traders Report.
The table above ranks commodities by net long futures position as a percentage of futures open interest versus the same a month prior. A swap dealer is
defined by the CFTC as “an entity that deals primarily in swaps for a commodity and uses the futures markets to manage or hedge the risk associated with
those swaps transactions. The swap dealer’s counterparties may be speculative traders, like hedge funds, or traditional commercial clients that are managing
risk arising from their dealings in the physical commodity.”

Figure 22 & 23: Swap dealer positions in major futures markets, Net long as a percentage of futures open interest

3,000 1 500 Jots B LOng . Short Net 14,000 1 1000 jots . Open interest (LHS) 16%
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Source: CFTC, Bloomberg, RBC Capital Markets
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Correlation Matrix

Figure 24: Cross asset correlation matrix covering major commodities, equity, yield and foreign exchange marks
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Scale: 3 month correlation (bottom) 1 month correlation (top):

Source: Bloomberg, RBC Capital Markets

This page provides cross asset correlations. Source data is from Bloomberg as of the date indicated in the table. Darker colors indicate more positive
correlations while lighter colors indicate more negative correlations. The top right section indicates one-month correlations of daily changes while the bottom
left indicates three-month correlations of daily changes. Yield markets were calculated on the yields themselves. This table covers the major commodity
markets (energy, precious metals, base metals and agriculture), major global equity indexes, major yield markets, and major FX indexes and crosses.
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OPEC Watch List, Supply & Demand Balances, and Price Forecasts
Figure 25: OPEC Watch List - Relative risk scale

Oil production (mb/d) Geopolitical risk
Country 2016 avg Last month Past year This year Comment

Saudi Arabia 10.42 10.00 7/ Hawkish foreign policy raises confrontation risks
Iraq 4.44 4.49
Iran 3.47 3.79

Still at risk but inroads have been made in the fight against ISIS
"/ The lightning rod for regional grievances
UAE 2.96 2.92 Now is flexing its military muscle in the region

Kuwait 2.88 2.71 Financially flush but the population does not want austerity

Venezuela 2.22 1.97 ilo] With few economic options left, oil production is at risk and falling

Nigeria 1.62 1.75 i8] There is the potential for a turbulent political transition

Angola 1.73 1.66 Angola is facing strong economic headwinds amid a transition
Algeria 1.10 1.06 7/ While Algeria's risk rating is lower y/y, it remains elevated

Libya 0.38 0.89 Being the IS fallback option could push it back up on our watch list
Qatar 0.65 0.61 7/ Faces a current crisis and a longer term LNG challenge

Ecuador 0.55 0.53 Amid a political transition but middle of our risk spectrum

Gabon 0.21 0.20 Low production but rising political risk over the course of the year

Scale: High -> Low. |

Note: Geopolitical risk rankings are based on our own in-house RBC Commodity Strategy methodology based on both quantitative and qualitative factors. All rankings are updated as deemed necessary and all
numbers are subject to revision.
Source: Bloomberg (production data), RBC Capital Markets

Figure 26: Global Oil Supply & Demand Balance and Price Forecasts (Commodity Strategy)

Oil balance (mb/d) Q117E Q217E Q317F Q417F 2017 F Ql118F Q218 F Q318F Q4 18F 2018 F

Total Supply 96.1 96.3 97.2 97.9 96.9 97.1 98.0 98.8 99.5 98.4
Total Demand 96.1 96.6 98.1 98.7 97.4 97.2 97.7 99.3 99.9 98.5
Stock Change 0.0 -0.3 -0.9 -0.8 -0.1 0.3 -0.5 -0.4

Call on OPEC 33.1 32.9 33.5 33.5 333 32.7 32.7 33.4 33.6 33.1
WTI ($/bbl) 52 52 54 57 53 57 58 61 63 59
Brent ($/bbl) 55 54 57 61 56 60 61 63 65 61

Note: Price forecasts (published as averages) draw from RBC Commodity Strategy’s in-house fundamental methodology. Annuals in this table are published as averages. All inputs and outputs are subject to revision
and other adjustments as deemed necessary.
Source: Petro-Logistics SA, IEA, EIA, JODI, company and government sources, RBC Capital Markets

Figure 27: Global Gold Supply & Demand Balance and Price Forecasts (Commodity Strategy)

Gold balance (t) Ql17E Q217E Q317F Q417F 2017 F Ql118F Q218 F Q3 18F Q418 F 2018 F

Total Supply | 1056 1138 1212 1192 4599 | 1081 1132 1202 1174 4589
Total Demand | 1053 1024 1014 987 | 4079 1078 964 1071 951 4064
Balance | 3 114 198 205 s20| 2 168 131 223 525
Price ($/02) | 1220 1258 1268 1265 | 1253 | 1315 1291 1324 1281 | 1303

Note: Price forecasts (published as averages) draw from two primary methodologies, 1) a macroeconomic model and 2) physical balance forecasts. Price forecasts are at least partially based on a standard OLS
regression which utilizes a number of macroeconomic variables sourced from RBC forecasts, market consensus forecasts, and official forecasts. All inputs and outputs are subject to revision and other adjustments
as deemed necessary.

Source: Thomson Reuters Eikon, GFMS, WGC, Bloomberg, company and government sources, RBC Capital Markets
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Figure 28: Major commodity-relevant economic data releases
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