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•  2016 got off to a rocky start for commodity prices, with pessimism continuing to reverberate through 
most resource markets, extending declines endured at the end of last year.  Much of the weakness 
stemmed from fears surrounding the slowdown in the Chinese economy and other emerging markets, 
as well as a further appreciation in the U.S. dollar.  

•  Going forward, an improvement in economic activity around the globe – particularly in China, as 
stimulus measures take effect – should help to lift commodity prices off their first quarter bottoms.  
However, the low price environment is likely to persist for some time.  Several markets are swimming 
in supply, which will take time to work down.  Moreover, while coming off its peak, the outperformance 
of the U.S. economy will keep the U.S. dollar elevated, particularly if the Fed follows through with 
additional rate hikes later this year as we expect.  Hence, the upside for commodity prices will be 
limited in the near term.

•  The WTI crude oil benchmark hit a 13-year low of US$26 per barrel in mid-January, but has been 
hovering around the US$30 per barrel mark since then.  Supply growth continues to outpace demand 
growth, as both OPEC and non-OPEC producers have remained resilient.  A recent agreement be-
tween Russia, Saudi Arabia and a couple other OPEC members would potentially freeze production 
at January levels, if other countries (namely Iran and Iraq) agree to do the same.  Even if this agree-
ment were to be implemented, it wouldn’t be a game changer for the oil market.  It does show that 
Saudi Arabia may be willing to take action to balance the market; but the market needs production 
cuts in order to move back into balance, which this agreement fails to provide.  As such, we expect 
prices to remain around current levels in the very near term before moving into the US$45-55 per 
barrel range by year-end.  This is when output in the U.S. is expected to drop considerably as the 
lack of investment and drilling over the last year filters through to production numbers.  If this decline 
in production fails to materialize, prices will be hard pressed to rise much above US$40 per barrel.

•  China’s economic woes have been a key driver of base metals prices, which began this year by hit-
ting levels not seen since 2009.  However, once the previously announced stimulus measures filter 
through to the Chinese economy, increased demand for industrial metals should lend some support 
to prices.  Supply-demand balances are tightest in the zinc and nickel markets, positioning prices of 
these metals for an outsized performance once the recovery takes hold.  

•  Gold prices have gained some steam in recent weeks thanks to increased risk aversion, the Bank of 
Japan’s surprise move into negative rate territory, expectations for a delay in the Federal Reserve’s 
rate hiking cycle and the slight pullback in the U.S. dollar. Lower global yields and no further tighten-
ing in U.S. monetary policy could briefly propel gold as high as US$1300/oz in the very near term.  
However, an improvement in global economic conditions and another Fed hike mid-year should drive 
gold prices back below US$1200/oz by year’s end.

•  Natural gas prices started the year off with some momentum thanks to a surge in prices in the final 
days of 2015.  A cold snap in key consuming regions, combined with speculation of cooler weather to 
come, underpinned the move higher.  However, prices have since retraced their steps moving back 
below the US$2 per MMBtu mark.  With supplies still adequate, the upside for natural gas prices is 
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limited.  We expect prices to remain well under US$3 
per MMBtu this year and rise to a still modest US$3.60 
per MMBtu by the end of 2017.

•  Lumber prices could not escape the negative market 
sentiment, with prices losing ground earlier this year. The 
outlook for the sector remains bright, however, with new 
home construction in the U.S. expected to grow strongly 
this year and next.  Meanwhile, supply constraints in 
Canada will also support higher prices.

•  Spillover from the rest of the commodity complex hit 
agricultural commodity prices, although livestock prices 
have managed to recoup some of the losses recorded at 
the end of 2015. While agriculture prices should come 
off their lows as global economic conditions – and con-
sequently market sentiment – improve, ample supplies 
of crops and rising inventory of livestock will keep a lid 
on prices in the coming quarters. 

Q2 Q3 2015 2016F 2017F 2015 2016F 2017F

LUmBER 313.00 323.64 323.42 316.77 375.00 400.00 330.82 341.25 388.75

PULP 940.00 979.20 968.76 949.42 920.00 915.00 975.76 930.00 900.00

NEWSPRiNt 525.00 550.00 518.33 505.00 530.00 560.00 538.33 527.50 546.25

oiL 30.77 58.92 41.92 41.92 55.00 60.00 49.00 41.75 58.50

NAt GAS 1.87 2.78 2.75 2.10 2.60 3.60 2.62 2.40 3.34

coAL 50.90 59.93 59.02 52.67 75.00 80.00 59.16 58.00 80.00

GoLd 1210.10 1190.81 1104.43 1104.43 1185.00 1125.00 1159.45 1193.75 1158.75

SiLVER 15.43 16.44 14.78 14.78 16.30 15.00 15.72 16.12 15.71

ALUmiNUm 69.38 79.47 72.07 67.84 72.00 76.00 75.26 70.00 75.00

coPPER 207.57 274.88 238.17 221.69 215.00 230.00 249.70 212.00 225.00

NicKEL 3.77 5.94 4.78 4.27 4.45 6.25 5.37 4.14 5.50

ZiNc 75.68 99.25 83.61 73.08 88.00 110.00 87.59 80.00 102.75

URANiUm 33.50 36.29 36.53 36.07 45.00 55.00 36.71 40.00 50.00

WHEAt 5.93 7.34 6.39 6.36 6.75 7.25 6.89 6.35 7.04

BARLEy 153.05 174.86 170.45 160.22 155.00 180.00 167.24 148.25 168.75

cANoLA 356.53 413.45 400.52 377.68 380.00 450.00 397.92 362.50 415.00

cAttLE 134.25 152.88 144.20 130.30 140.00 138.00 146.19 137.00 136.50

HoGS 71.33 78.87 73.36 61.03 68.00 65.00 70.28 67.25 67.00
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mEASURES & QUotEd PRicES ( $ is US$ unless stated otherwise;
 C$ prices converted to US$ using daily C$/US$ exchange rate ).

FoREStRy*
Lumber: Random Lengths' Framing Lumber Composite ($/1000 Bd Ft) 

 Pulp: NBSK, delivered in east U.S. ($/mt)
 Newsprint: New York ($/mt)

ENERGy**
 oil: Domestic Spot Market Price: West Texas Intermediate, Cushing ($/Barrel) 
 Natural Gas: Henry Hub, LA ($/mmbtu) 
coal: Austr. Therm ($/mt)

PREcioUS mEtALS**
 Silver: Cash price: Silver, Troy Oz, Handy & Harman Base Price ($/Troy oz) 
 Gold: Cash Price: London Gold Bullion, PM Fix ($/Troy oz) 

NoN-PREcioUS mEtALS & miNERALS**
Aluminum: LME Aluminum, 99.7% Purity: Closing Cash Price (Cents/lb) 
copper: LME Copper, Grade A: Closing Cash Price (Cents/lb) 
Nickel: LME Nickel: Closing Cash Price ($/lb) 
Zinc: LME Zinc: Closing Cash Price (Cents/lb) 
Uranium: Ux U308 ($/lb)

AGRicULtURE*
 Wheat: Srping,14%Protein: Minneapolis ($/bu)
 Barley: Canada: Cash Prices: Feed Barley: Lethbridge: Grade 1 CW (C$/mt) 
 canola: Canada: Cash Pr: Canola: Instore Vancouver: Grade 1 Canada NCC (C$/mt) 
 cattle: Live Cattle Futures Price: 1st Expiring Contract Open (Cents/lb) 
 Hogs: Lean Hogs Futures Price: 1st Expiring Contract Open (Cents/lb) 
 Sources: WSJ, FT, Ux Weekly, Random Lenghts, Pulp & Paper Weekly,  GlobalCoal, Comtex, WCE, FRBNY / Haver Analytics.
 * Forecasts by TD Economics; ** Forecasts by TD Securities

Q2 Q3 2015 2016F 2017F 2015 2016F 2017F

LUmBER -10.0% -0.1% -15.5% 18.4% 6.7% -13.6% 3.2% 13.9%

PULP -2.6% -1.1% -7.6% -3.1% -0.5% -4.6% -4.7% -3.2%

NEWSPRiNt -5.2% -5.8% -15.8% 5.0% 5.7% -11.0% -2.0% 3.6%

oiL 21.0% -21.1% -42.6% 31.2% 9.1% -47.5% -14.8% 40.1%

NAtURAL GAS -3.3% -1.2% -44.1% 24.0% 38.5% -39.9% -8.5% 39.1%

coAL -7.8% -1.5% -17.0% 42.4% 6.7% -16.6% -2.0% 37.9%

GoLd -2.2% -5.6% -7.9% 7.3% -5.1% -8.4% 3.0% -2.9%

SiLVER -1.8% -9.3% -10.3% 10.3% -8.0% -17.6% 2.5% -2.5%

ALUmiNUm -2.7% -9.3% -23.9% 6.1% 5.6% -11.1% -7.0% 7.1%

coPPER 4.1% -13.4% -26.2% -3.0% 7.0% -19.7% -15.1% 6.1%

NicKEL -8.8% -19.5% -40.3% 4.2% 40.4% -29.7% -23.0% 32.9%

ZiNc 5.1% -15.8% -27.9% 20.4% 25.0% -10.7% -8.7% 28.4%

URANiUm -4.4% 0.7% -4.8% 24.8% 22.2% 9.8% 8.9% 25.0%

WHEAt -1.4% -13.0% -21.4% 6.1% 7.4% -20.7% -7.8% 10.8%

BARLEy 7.0% -2.5% -4.5% -3.3% 16.1% 0.4% -11.4% 13.8%

cANoLA 3.4% -3.1% -8.4% 0.6% 18.4% -9.1% -8.9% 14.5%

cAttLE -2.9% -5.7% -21.5% 7.4% -1.4% -3.4% -6.3% -0.4%

HoGS 16.2% -7.0% -32.8% 11.4% -4.4% -33.6% -4.3% -0.4%#DIV/0!
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This report is provided by TD Economics.  It is for informational and educational purposes only as of the date of writing, and may not be 
appropriate for other purposes.  The views and opinions expressed may change at any time based on market or other conditions and 
may not come to pass. This material is not intended to be relied upon as investment advice or recommendations, does not constitute a 
solicitation to buy or sell securities and should not be considered specific legal, investment or tax advice.  The report does not provide 
material information about the business and affairs of TD Bank Group and the members of TD Economics are not spokespersons for TD 
Bank Group with respect to its business and affairs.  The information contained in this report has been drawn from sources believed to 
be reliable, but is not guaranteed to be accurate or complete.  This report contains economic analysis and views, including about future 
economic and financial markets performance.  These are based on certain assumptions and other factors, and are subject to inherent 
risks and uncertainties.  The actual outcome may be materially different.  The Toronto-Dominion Bank and its affiliates and related entities 
that comprise the TD Bank Group are not liable for any errors or omissions in the information, analysis or views contained in this report, 
or for any loss or damage suffered.


