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• Commodity prices stabilized into 2Q and have moved
higher lately. But prices are likely to stay volatile as
markets grapple with weak economic activity and
excess supply in the short run.

• Flattening futures curves in energy are a good sign,
but with roll costs still elevated, investors should wait
before positioning for a broad uptrend in 2H.

• We like to be long gold and livestock. Precious metals
and select base metals can be used for volatility-
selling strategies.
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Our view
Commodity performance in 2Q suggests that prices have
stabilized. On a spot basis, broad BCOM and CMCI
indexes are up 7.3% and 6.0%, respectively, this quarter.
But the aggregated performance number masks larger
performance dispersion among commodities. Heating oil,
lead, palladium, corn, wheat and live cattle are down in 2Q,
while crude oil, copper, gold, silver, cotton and lean hogs
are up by high-single to double-digit percentages. Such
dispersion reflects an approaching inflection point for prices,
in our view.

While volatility for global equities soared above 50% during
the last three months, the generally diverse nature of
commodities, where each sector is influenced by unique
supply and demand factors, has limited the overall volatility
increase of diversified commodity indices at around 30%.
But it hasn’t prevented them from sliding 21% this year.

Performance of commodity markets
Values standardized to 100

Source: Bloomberg, UBS, as of May 2020
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Gold's almost 15% price increase this year is a reminder
of the metal's unique performance characteristics in
challenging times.

Looking into 2H, natural resource demand should recover as
lockdown measures are eased. Energy and industrial metal
inventories should top out and stabilize in 3Q, followed by
a contraction toward the end of the year. As for livestock,
prices should rise quickly once meat processors reopen.
This is not expected for agricultural commodities where we
see abundant supply. Overall, we target a 10%–15% price
increase for both the BCOM and CMCI in 2H. This coming
rally is likely to have some false starts, however, as economic
data is likely send mixed signals in the short run.

Roll costs for broad indices could weigh on total returns,
potentially in the mid- to high single digits, until the end of
the year, particularly in energy (although oil’s futures curves
have flattened quickly). We therefore advise only going long
the broad indices after pullbacks. On a sector and individual
commodity level, we like to be long gold and livestock.
Selling volatility is advised in gold, silver, platinum and nickel.

Bottoming-out process has begun
In our last commodity markets report "Supply discipline
needed," we highlighted the difficulties for commodity
prices, ex-precious metals, to look through the activity
slump in 1H. Unlike equities, which are strongly driven
by expectations, commodity prices are influenced by
actual supply and demand dynamics. On this assessment,
nothing has fundamentally changed.

Economic activity is set to bounce in 2H
Values in % q/q, saar

Source: UBS, as of May 2020

What has changed is we now forecast global GDP to
contract even more, by 7.1% y/y in 2Q, 3.4% y/y in 3Q and
2% y/y in 4Q.

In contrast, our March estimates were for GDP to contract
by around 3% y/y in 2Q and to grow by year-end. But,
sequentially, we still target a growth recovery in the second
half. Global GDP growth, in our view, should expand 21%
q/q in 3Q and 9% q/q in 4Q on a seasonally adjusted annual
rate basis.

Critical for cyclically linked commodities is the economic
recovery in China from 2Q onwards, when growth outside
China is likely still sinking. The focus here falls on the
country’s infrastructure uptick, which has triggered firm
import demand for natural resources and led industrial
production to grow again. On the other hand, the latest
PMI readings for China give a rather mixed forward-looking
picture on the consumer. High-frequency economic data in
general will be scattered in the short run, in our view, in line
with a global economy that reaches an inflection point by
the end of 2Q.

Negative economic surprises should reverse in
the coming months
Daily data, economic surprises versus market exceptions

Source: Bloomberg, UBS, as of May 2020

The two big questions now center on the path of the
economic recovery and how strongly commodity prices can
follow suite.

Underlying assumptions behind our growth view
Our outlined growth path for 2H is based on three
key assumptions: mobility restrictions are lifted from May
onwards, the potential second wave of infections is minor
and doesn’t trigger renewed lockdowns, and US-China
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tensions stay relatively contained into the US presidential
elections. Our view on the latter is based on the risk
to the US economy’s recovery should tensions escalate
dramatically. This should temper the US administration's
actions and keep the Phase 1 deal intact, along with its
ramifications for commodity offtake by China from the US.

Still, the anticipated recovery of activity in 2H will come
with a high degree of uncertainty. After lifting COVID-19
restrictions, it will likely take some time for consumer
spending to recover given weaker household balance
sheets, bankruptcies and financial worries. In a similar vein,
restoring corporate balance sheets amid lower or negative
earnings growth could limit the capex uplift and thus
commodity demand over the coming quarters. This suggests
that more monetary and fiscal policy should not be ruled
out, as recently highlight by the Federal Reserve chair.

In that context, we are closely watching the upcoming
National People's Congress in China (plenary sessions of the
National People's Congress, the country's top legislature,
and the Chinese People's Political Consultative Conference,
the country's top political advisory body) to see if Beijing’s
policymakers will implement more policy support to lift
economic growth, particularly for the commodity-intensive
infrastructure side.

Change in economic growth and commodity
returns tend to go hand-in-hand
Year-on-year changes

Source: Bloomberg, IMF, UBS, as of May 2020

Commodities to follow the inflection point in growth
Historically, changes in GDP growth have a meaningful
impact on commodity returns on a broad index level. Hence,
we expect higher commodity prices in 2H as economic

growth accelerates. The return of energy and base metal
demand should allow market surpluses to shrink rapidly.
Inventories are set to peak in 3Q and to decline thereafter,
especially crude oil. Once meat processors reopen, livestock
prices are expected to move higher as well. Commodity
producers regaining some pricing power and a broadly weak
USD should lift commodity prices across the asset class. For
broadly diversified commodity indices, like the BCOM and
the CMCI, we foresee price advances of around 10%–15%
by the end of the year, with additional gains in 2021. Such
an increase, which would likely not come in a straight line,
has occurred before: prices rallied more than 50% and 30%
in the 12 months after the troughs in 4Q18 and in 1Q16,
respectively.

We expect a firm increase in commodity prices
over the coming quarters
CMCI indices, expected spot moves

Source: Bloomberg, UBS, as of May 2020

Which sector will bounce the most?
We expect the energy sector to lead the recovery with a
spot price increase of 40% by the end of the year. The run
up in energy prices, mainly crude oil, follows the record
decline in prices and reflects our view that the oil market
will be balanced in 3Q and in deficit of nearly 4mbpd
in 4Q. The prospects of greater-than-expected oil supply
adjustments by voluntary production cuts by OPEC and its
allies (OPEC+) and large involuntary production and capex
cuts due to low prices in North America may come as
demand improvements become more visible in 2H. This
clearly hinges on lockdown measures being eased quickly
and oil producers (i.e., OPEC+) staying disciplined until oil
demand is largely restored.

On the latter, a too-sharp price rally in the short run
would be counterproductive because it may cause shut-
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in production to return to the market too early. Although
that makes to oil market vulnerable to setbacks in the short
run, we reiterate our Brent price forecast of USD 43/bbl
at end-December. Oil production shut-ins in the lower-48
US states, which stand at 1.3mbpd according to Wood
Mackenzie, should have a negative knock-on effect on US
natural gas production, via lower associated gas production
from oil fields. Alongside firmer winter demand, we expect
US natural gas prices to reach USD 3.2/mmt by the year-end.

Higher crude prices are likely to bring back some
of the shut-in production
Production that does not cover operating costs at different price levels

Source: Wood Mackenzie, UBS, as of May 2020

The base metal sector is in the process of bottoming out
as well, and we forecast high-single-digit returns in 2H. Our
expectation for a synchronized pick-up in economic activity
toward the year-end favors stronger base metal demand,
particularly for infrastructure- and housing-linked metals.
We forecast the copper price at USD 5,700/mt by end-
December. That said, we also recognize that final demand
will reach 2019 levels only in 2021. This limits the metal’s
recovery potential, in our view, and makes its risk-reward
symmetrical in the very short run.

Unexpected weakness in Chinese metal demand, caused by
destocking activity of final and intermediary goods while
demand outside China remains weak is a possible scenario.
Moreover, mine production disruptions will end at some
point. Supply disruption estimates as a percentage of annual
output range from 15%–20% for copper, 20%–25% for
zinc and 5%–10% for nickel. The disruptions to aluminum
(1%–2%) and lead (around 5%) production are relatively
minor.

Production disruptions have kept inventory increases at
bay and have even allowed them to reverse lately. But
with lockdowns being lifted around the world, supply
reactivation should progress quickly. The result could be a
halving of these disruption numbers, if not more. To prevent
near-term inventory uplifts, metal demand outside of China
needs to strengthen firmly.

Market surpluses in base metals for this year are
expected to shrink or flip into deficits next year
Values in % of global demand

Source: WookMackenzie, UBS, as of May 2020

Precious metal prices, which have gained further ground in
2Q, could take another step higher over the coming months,
with gains in the mid-single digits. The underlying drivers
remain real interest rate expectations shifting more negative,
with the USD giving up its gains and weakening broadly
toward the year-end. The Fed’s signal that more stimulus
might be needed to lift economic activity to bring the US
unemployment rate down quickly adds to a supportive price
backdrop for the sector.

Financial repression is generally a big topic for investors
around the world, particularly in developed economies.
Ballooning government debt and central banks coming to
the rescue to keep borrowing costs at historical lows give
investors no choice but to take on more portfolio risks.
This has kept investors' interest in real assets, like gold and
silver, high. ETF demand for gold and silver should therefore
stay strong throughout the year, with net non-commercial
account positions in the futures market also showing more
supportive dynamics toward the sector.

We expect gold to trade up to USD 1,800/oz this year,
with upside risk to USD 1,900–2,000/oz. But investors'
focus should not be on gold alone. As economic activity
returns in 2H, improving industrial application demand
for precious metals should increase investment demand
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for silver, platinum and palladium. Those three metals
could therefore outperform gold, especially palladium as
recovering vehicle sales should bring the market's structural
deficit to the fore. Silver prices are expected to reach USD
19/oz.

Central banks' balance sheets are growing
rapidly again
Year-on-year changes in % of global GDP

Source: Bloomberg, UBS, as of May 2020

The COVID-19 pandemic has upended food and
agricultural supply chains. Panic buying temporarily lifted
some commodities (wheat and rice), while the crude oil
price drop and supply chain disruptions dragged others
(corn, sugar, cotton and livestock) to multi-year lows. The
USDA released its much-awaited initial forecasts for grains,
oilseeds and cotton for the 2020-21 planting year, where
abundant supplies across all commodities was the key
message.

Global weather patterns remain benign with the typical
regional variations. So demand is the focal point of any
recovery—specifically, the recovery of meat processing, a
rebound in energy demand and amicable relations between
the US and China. Combining these, sugar, soybeans and
coffee hold the best prospects.

North American meat processors have been ravaged by the
pandemic. Livestock producers have borne the brunt of
slaughterhouses being shuttered as workers fell sick and
borders were closed. Tyson Foods, the US's largest meat
processor, said during an investor briefing (5 May) that
hog processing capacity had dropped significantly and beef
supply was badly impacted. But we think prices can rise
quickly once processors reopen for a few reasons.

First, many farmers, faced with few options, had to cull
animals, thus reducing the immediate supply overhang.
Second, weak producer margins and uncertainty are likely
to negatively impact US herd expansion over the next 6–18
months. Third, the pandemic has also slowed the recovery of
the pork industry in China from African swine fever, leading
to increased reliance on meat imports. And we anticipate
strong domestic restocking as food services slowly start back
up. We forecast returns in the mid-to-high teens by the year-
end.

Shutdowns caused the number of hogs
slaughtered in the US to plummet
In thousand heads

Source: USDA, UBS as of May 2020

Mind the futures curve
When futures curves are firmly upward sloped, like they
are today in energy, roll yields need to be considered
before taking direct exposure to commodity markets.
The premiums investors have paid to take exposure to
commodity futures have cost them 6.3% in performance
year-to-date for the broad BCOM index and almost 3.1%
for the broad CMCI index. Moreover, the futures curves is
pricing a mid-single-digit appreciation for the asset class by
the end of the year.

The expected appreciation for the energy sector by the
futures market stands out and should be the focal point for
investors. Here, the futures curves imply a 12% to almost
18% appreciation by the end of the year, depending on the
commodity weights. Crude oil, heating oil and US natural
gas have the steepest upward-sloped futures curves. The
market has more modest price expectations for the other
sectors, ranging from –3% to +1%.
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Considering that the energy sector accounts for roughly
30% of the broad BCOM index and 35% for the CMCI
index, a solid spot appreciation is required to deliver
meaningful positive returns. This is especially true for
investors who seek solid risk-adjusted performance. On an
ex-ante basis, we expect the volatility of broadly diversified
commodity indices to be around 15%–20%.

Roll yields in comparison
Year-on-year changes

Source: Bloomberg, UBS, as of May 2020

Another factor to consider is that roll yields (costs) are path
dependent. So it matters how prices reach a certain end
point, like December 2020. For example, should energy
prices rally sharply and reach our end-December forecasts in
1–2 months, roll costs are likely to be considerably smaller
than implied by the current futures curves. This would
be due to a flatting of the futures curve or even a flip
into backwardation (futures curve being downward sloped),
which is not expected.

On the other hand, if we are wrong about the growth
recovery into 3Q and renewed lockdowns—for example,
due to a large second wave of infections that grip oil
demand—the futures curve would likely move back into
“super” contango (strongly upward sloped). As a result, roll
costs would soar sharply beyond what is currently implied by
the futures curve. Even if energy prices recover by the year-
end and reach our current forecasts, in the latter scenario,
investors would be left with very little returns because roll
costs would erode the capital base before the price rally kicks
in.

Compared to equities, this makes timing a more important
factor when taking on broad commodity exposure. With
this in mind, acknowledging the bottoming-out process

of commodities will be bumpy, we do believe investors
should wait a bit longer before chasing broad commodity
exposure. Greater clarity on supply trends in crude oil
(like the upcoming OPEC+ meeting on 10 June), more
confirmation of demand recovery in June post-lockdown (in
oil and industrial metals), stimulus intentions by China (Two
Sessions on 22 May) and numbers of new COVID-19 at the
end of May (about two weeks after the lockdown measures
have been eased) are key factors to watch.

Investment recommendations
Although we don't hold an open recommendation to
engage in broadly diversified commodity indices, the asset
class continues to offer some attractive opportunities on a
sector and individual commodity level. We like to be long
gold and livestock. On the volatility side, we like to pick
up yield by selling the downside price risks in gold, silver,
platinum and nickel.

New positions

Long livestock (15% targeted return, stop loss at –
7%, six months)
Lean hogs (and live cattle) have borne the brunt of
pandemic-related shutdowns but now look oversold. US
slaughterhouses will reopen over the next few months
and export demand for meat should remain strong. The
recovery in food services should be another tailwind for
the sector.

We expect livestock prices to stage a modest
recovery after the steep decline this year
CMCI total return index

Source: Bloomberg, UBS, as of May 2020

Commodity markets

06



Speculators' net positioning remains low, frozen meat
inventories are being drawn down and herd culling is
removing the supply overhang.

We forecast a 15% return over the next six months.
Key risks include a breakdown of the Phase 1 US-China
trade agreement and new waves of the virus, which could
disrupt the supply chain further. Exposure to livestock should
be taken via second generation commodity indices, with
exposure across the futures curve.

Open positions

Long gold – investment theme (target USD 1,800/oz)
Real assets like gold should continue to benefit from the
aggressive monetary stimulus of key central banks across
the globe. We continue to see gold as a valuable insurance
asset in a portfolio context and expect the price of the
yellow metal to rise to USD 1,800/oz over the coming
months.

Yield pick-up strategy in nickel (10% p.a. targeted
return, six months)
Although the nickel market moved into surplus this year
due to COVID-19, recovering demand and the suspension of
nickel ore exports from Indonesia should help rebalance the
market toward the year-end. In our view, this limits further
price setbacks.

We believe nickel prices have bottomed out
Daily data, USD/MT

Source: Bloomberg, UBS, as of May 2020

Thus, we recommend selling the downside risks in nickel
from a level of USD 11,500/mt. If prices drop below
this level, we recommend being outright long nickel and
target a move back to USD 11,500/mt. Investors that sold
volatility with strikes from USD 10,300/mt to USD 13,100/mt

previously should stick to their positions until maturity, and
should target a potential reversal if the nickel price trades
below their respective strike levels

Yield pick-up strategy in precious metals (5%–8%
p.a. targeted return, three to six months)
Our positive view on precious metal prices over the next
four quarters and option volatility across the precious metal
sector still being elevated speak in favor of selling the
downside price risks in gold, silver and platinum for a
fixed yield. Silver and platinum are particularly attractive,
considering their underperformance versus gold this year
and their elevated option volatility profile versus the yellow
metal. Moreover, improving economic activity in 2H could
entice more investment demand, giving both metals more
upside versus gold as well.

For gold, we like strike levels at USD 1,650/oz and favor
tenors of three months. This gives investors a yield of around
5% p.a. For silver, we target a yield of 7% p.a., strike levels
at USD 14.9/oz and tenors of six months. For platinum, we
believe yields of 8% p.a., with a strike level at USD 725/oz
and a tenor of six months, is an attractive value proposition.

There is still value left in option volatility across
the sector
3-month ATM option volatility

Source: Bloomberg, UBS, as of May 2020

Closed recommendations

Extract value from the forward curves in the energy
sector – opened on 9 April 2020, closed on 18 May 2020
Energy markets remain oversupplied in 2Q, but with
demand improving due to easing travel restrictions and
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supply falling fast, inventories will likely rise only moderately
over the coming weeks. While the futures curves in energy
markets are still upward sloped (contango), they are not
as steep (super-contango) as they were in early April. Our
recommendation to be long second-generation indexes and
short first-generation ones will likely still generate some
returns from here, but they will be too small to compensate
for the underlying volatility. Hence, we close our theme.

Closed recommendations – follow-up guidance

Brent crude oil: We reiterate our guidance for investors
that followed our recommendation and sold the downside
risks in Brent crude oil for a yield pick-up at USD 50/bbl. We
advise investors to hold on to their positions until expiry and
target an oil price to above USD 50/bbl over the next 12
months.
Lead: Investors who sold the downside price risks in lead
from USD 1,795/mt to USD 1,885/mt, should hold their
positions until maturity and target a price reversal toward
their initial strike levels, in case lead prices trade below their
respective strike level.
Copper: Investors who sold the downside price risks in
copper from USD 5,650/mt to USD 6,300/mt should keep
their existing positions until maturity. Investors who added
exposure at higher prices (USD 6,850/mt) should seek long
copper exposure by targeting our June 2021 forecast at
USD 6,300/mt or higher.

Forecast changes
We have made several changes to our commodity
forecasts since the beginning of May. Below we highlight
the changes for the key commodities.

In energy, we marginally lifted our end-September Brent
forecast from USD 30/bbl to USD 32/bbl. Our main aim was
to indicate a WTI discount over Brent by around USD 3/
bbl, while also acknowledging a faster supply adjustment
globally and a less negative demand backdrop.

Our forecast changes for energy

Source: Bloomberg, UBS, as of May 2020

For base metals, we have adjusted higher all our
forecasts for September except aluminum because we
underestimated the supply outages triggered by COVID-19
and the more muted inventory increases across exchanges.
Moreover, China's metal demand offtake has been very
solid. That said, the shift higher in our forecasts leaves some
setback potential for copper until September (USD 5,000/mt
forecasted). As supply is returning and China's initial wave
of imports ebbs somewhat, the metal should come under
downward pressure in the short run. For zinc and lead, our
forecast picture for September points to largely sideways
moves, with lead (USD 1,700/mt) outperforming zinc (USD
1,900/mt) due to a recovery in car sales and the fact that
lead prices have no recovered at all so far. As for aluminum,
we kept our September forecast unchanged but lowered
the December and March 2021 outlooks to USD 1,650/mt
and USD 1,750/mt, respectively, on excess supply availability
and very limited production outages. Even after our forecast
adjustments, we see the risks to these forecasts as more
skewed to the downside than they are symmetrical.

Our forecast changes for base metals

Source: Bloomberg, UBS, as of May 2020

For precious metals, we have kept our views unchanged
except for silver. We see room for greater investment
demand as global economic activity reaches an inflection
point and as the Fed could stay more accommodative for
longer. Our forecast shifts up to USD 19.0/oz (previously USD
17.0/oz) for September, USD 18.5/oz (previously USD 17,5/
oz) for December and USD 18.0/oz (previously USD 17.5/oz)
for March 2021 call for the silver price to overshoot followed
by a leveling off. This mainly relates to a renewed fabrication
balance surplus next year, which requires constant ETF
inflows.
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Our forecast changes for precious metals

Source: Bloomberg, UBS, as of May 2020

In agriculture, we have made minimal changes to our
forecasts overall. We trimmed our sugar forecasts across
the forecast horizon because we now see Brazil production
at 32–34mn tons (vs. 28–30mn tons before), as the shift
to lower amounts of cane being crushed for ethanol has
been stickier than we initially thought. We forecast prices to
reach USD 0.12/lb by end-June 2021 (previously USD 0.135/
lb). Corn prices have been lifted to USD 3.25/bu by end-
June 2021 (from USD 3.0/bu), taking into account our more
optimistic energy view and its link through a rebound in
ethanol production. For wheat, we expect the importance
of weather risks to diminish over our forecast horizon and
export restrictions to ease. We forecast wheat at USD 4.75/
bu by end-2020 and at USD 4.50/bu by end-June 2021
(previously USD 5.0/bu and USD 4.75/bu, respectively). We
have also lowered our cotton forecasts because clothing
retailers and cotton mill operations worldwide have been
forced to close their doors amid national lockdowns, which
have restricted textile sales. We now forecast it at 0.65/lb
end-June 2021 (previously USD 0.70/lb).

Our forecast changes in agriculture

Source: Bloomberg, UBS, as of May 2020

We also raised our livestock forecasts over six and 12
months. For lean hogs, we lifted the end-December
forecast to USD 0.70/lb (previously USD 0.65/lb), as we
see stronger Chinese demand for US pork and fewer hogs
available due to herd culling. Likewise, we see strong
demand for US beef as food service reopens, exports
continue and low margins sees lower herd growth in
2021.

Our forecast changes in livestock

Source: Bloomberg, UBS, as of May 2020
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Forecast table

Source: Bloomberg, UBS, as of 20 May 2020; Forecasts refer to end of period; Abbreviations: Hist. Vol. = Historical
volatility, Act Fut. = Active Futures, ESM = Expected spot return in %,
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further return and may not be able to reinvest in similar investments with similar terms. Structured investments include costs and fees which are
generally embedded in the price of the investment. The tax treatment of a structured investment may be complex and may differ from a direct
investment in the underlying asset. UBS Financial Services Inc. and its employees do not provide tax advice. Investors should consult their own tax
advisor about their own tax situation before investing in any securities.
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Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate
environmental, social and governance (ESG) factors into investment process and portfolio construction. Strategies across geographies and styles
approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustainable Investing considerations may
inhibit the portfolio manager’s ability to participate in certain investment opportunities that otherwise would be consistent with its investment
objective and other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower
or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by the portfolio manager, and the
investment opportunities available to such portfolios may differ. Companies may not necessarily meet high performance standards on all
aspects of ESG or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with corporate
responsibility, sustainability, and/or impact performance.
Distributed to US persons by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland AG, UBS Europe SE, UBS
Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V., UBS Securities Japan Co., Ltd, UBS Wealth
Management Israel Ltd and UBS Menkul Degerler AS are affiliates of UBS AG. UBS Financial Services Incorporated of Puerto Rico is a subsidiary of
UBS Financial Services Inc. UBS Financial Services Inc. accepts responsibility for the content of a report prepared by a non-US affiliate
when it distributes reports to US persons. All transactions by a US person in the securities mentioned in this report should be
effected through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The contents of this report
have not been and will not be approved by any securities or investment authority in the United States or elsewhere. UBS Financial
Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of Section 15B of
the Securities Exchange Act (the "Municipal Advisor Rule") and the opinions or views contained herein are not intended to be, and
do not constitute, advice within the meaning of the Municipal Advisor Rule.
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager
or an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset Manager or the External Financial
Consultant and is made available to their clients and/or third parties.
Austria: This publication is not intended to constitute a public offer under Austrian law. It is distributed only for information purposes to clients
of UBS Europe SE, Niederlassung Österreich, with place of business at Wächtergasse 1, A-1010 Wien. UBS Europe SE, Niederlassung Österreich
is subject to the joint supervision of the European Central Bank ("ECB"), the German Central Bank (Deutsche Bundesbank), the German Federal
Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the Austrian Financial Market Authority
(Finanzmarktaufsicht), to which this publication has not been submitted for approval. UBS Europe SE is a credit institution constituted under
German law in the form of a Societas Europaea, duly authorized by the ECB. Bahrain: UBS is a Swiss bank not licensed, supervised or regulated
in Bahrain by the Central Bank of Bahrain and does not undertake banking or investment business activities in Bahrain. Therefore, clients have
no protection under local banking and investment services laws and regulations. Brazil: This publication is not intended to constitute a public
offer under Brazilian law or a research analysis report as per the definition contained under the Comissão de Valores Mobiliários ("CVM")
Instruction 598/2018. It is distributed only for information purposes to clients of UBS Brasil Administradora de Valores Mobiliários Ltda. and/or
of UBS Consenso Investimentos Ltda., entities regulated by CVM. Canada: In Canada, this publication is distributed to clients of UBS Wealth
Management Canada by UBS Investment Management Canada Inc.. China: This report is prepared by UBS Switzerland AG or its offshore
subsidiary or affiliate (collectively as "UBS Offshore"). UBS Offshore is an entity incorporated out of China and is not licensed, supervised or
regulated in China to carry out banking or securities business. The recipient should not contact the analysts or UBS Offshore which produced
this report for advice as they are not licensed to provide securities investment advice in China. UBS Investment Bank (including Research) has
its own wholly independent research and views which at times may vary from the views of UBS Global Wealth Management. This report shall
not be regarded as providing specific securities related analysis. The recipient should not use this document or otherwise rely on any of the
information contained in this report in making investment decisions and UBS takes no responsibility in this regard. Czech Republic: UBS is
not a licensed bank in the Czech Republic and thus is not allowed to provide regulated banking or investment services in the Czech Republic.
Please notify UBS if you do not wish to receive any further correspondence. Denmark: This publication is not intended to constitute a public
offer under Danish law. It is distributed only for information purposes to clients of UBS Europe SE, Denmark Branch, filial af UBS Europe SE,
with place of business at Sankt Annae Plads 13, 1250 Copenhagen, Denmark, registered with the Danish Commerce and Companies Agency,
under No. 38 17 24 33. UBS Europe SE, Denmark Branch, filial af UBS Europe SE is subject to the joint supervision of the European Central Bank
("ECB"), the German Central Bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt für
Finanzdienstleistungsaufsicht), as well as of the Danish Financial Supervisory Authority (Finanstilsynet), to which this publication has not been
submitted for approval. UBS Europe SE is a credit institution constituted under German law in the form of a Societas Europaea, duly authorized
by the ECB. France: This publication is distributed by UBS (France) S.A., French "société anonyme" with share capital of € 132.975.556, 69,
boulevard Haussmann F-75008 Paris, R.C.S. Paris B 421 255 670, to its clients and prospects. UBS (France) S.A. is a provider of investment
services duly authorized according to the terms of the "Code Monétaire et Financier", regulated by French banking and financial authorities as
the "Autorité de Contrôle Prudentiel et de Résolution". Germany: This publication is not intended to constitute a public offer under German
law. It is distributed only for information purposes to clients of UBS Europe SE, Germany, with place of business at Bockenheimer Landstrasse
2-4, 60306 Frankfurt am Main. UBS Europe SE is a credit institution constituted under German law in the form of a Societas Europaea, duly
authorized by the European Central Bank ("ECB"), and supervised by the ECB, the German Central Bank (Deutsche Bundesbank) and the
German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), to which this publication has not
been submitted for approval. Greece: UBS Switzerland AG and its affiliates (UBS) are not licensed as a bank or financial institution under
Greek legislation and do not provide banking and financial services in Greece. Consequently, UBS provides such services from branches outside
of Greece, only. This document may not be considered as a public offering made or to be made to residents of Greece. Hong Kong: This
publication is distributed to clients of UBS AG Hong Kong Branch by UBS AG Hong Kong Branch, a licensed bank under the Hong Kong Banking
Ordinance and a registered institution under the Securities and Futures Ordinance. UBS AG Hong Kong Branch is incorporated in Switzerland
with limited liability. India: UBS Securities India Private Ltd. (Corporate Identity Number U67120MH1996PTC097299) 2/F, 2 North Avenue,
Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000. It provides brokerage services bearing
SEBI Registration Number INZ000259830; merchant banking services bearing SEBI Registration Number: INM000010809 and Research Analyst
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services bearing SEBI Registration Number: INH000001204. UBS AG, its affiliates or subsidiaries may have debt holdings or positions in the
subject Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation for non-
investment banking securities-related services and/or non-securities services from the subject Indian company/companies. The subject company/
companies may have been a client/clients of UBS AG, its affiliates or subsidiaries during the 12 months preceding the date of distribution of
the research report with respect to investment banking and/or non-investment banking securities-related services and/or non-securities services.
With regard to information on associates, please refer to the Annual Report at: http://www.ubs.com/global/en/about_ubs/investor_relations/
annualreporting.html. Indonesia, Malaysia, Philippines, Thailand: This material was provided to you as a result of a request received by UBS
from you and/or persons entitled to make the request on your behalf. Should you have received the material erroneously, UBS asks that you
kindly destroy/delete it and inform UBS immediately. Any and all advice provided and/or trades executed by UBS pursuant to the material will
only have been provided upon your specific request or executed upon your specific instructions, as the case may be, and may be deemed as
such by UBS and you. The material may not have been reviewed, approved, disapproved or endorsed by any financial or regulatory authority
in your jurisdiction. The relevant investments will be subject to restrictions and obligations on transfer as set forth in the material, and by
receiving the material you undertake to comply fully with such restrictions and obligations. You should carefully study and ensure that you
understand and exercise due care and discretion in considering your investment objective, risk appetite and personal circumstances against the
risk of the investment. You are advised to seek independent professional advice in case of doubt. Israel: UBS is a premier global financial firm
offering wealth management, asset management and investment banking services from its headquarters in Switzerland and its operations in
over 50 countries worldwide to individual, corporate and institutional investors. In Israel, UBS Switzerland AG is registered as Foreign Dealer
in cooperation with UBS Wealth Management Israel Ltd., a wholly owned UBS subsidiary. UBS Wealth Management Israel Ltd. is a Portfolio
Manager licensee which engages also in Investment Marketing and is regulated by the Israel Securities Authority. This publication is intended for
information only and is not intended as an offer to buy or solicitation of an offer. Furthermore, this publication is not intended as an investment
advice and/or investment marketing and is not replacing any investment advice and/or investment marketing provided by the relevant licensee
which is adjusted to each person needs. The word "advice" and/or any of its derivatives shall be read and construed in conjunction with the
definition of the term "investment marketing" as defined under the Israeli Regulation of Investment Advice, Investment Marketing and Portfolio
Management Law, 1995.Italy: This publication is not intended to constitute a public offer under Italian law. It is distributed only for information
purposes to clients of UBS Europe SE, Succursale Italia, with place of business at Via del Vecchio Politecnico, 3-20121 Milano. UBS Europe SE,
Succursale Italia is subject to the joint supervision of the European Central Bank ("ECB"), the German Central Bank (Deutsche Bundesbank),
the German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the Bank of Italy
(Banca d’Italia) and the Italian Financial Markets Supervisory Authority (CONSOB - Commissione Nazionale per le Società e la Borsa), to which
this publication has not been submitted for approval. UBS Europe SE is a credit institution constituted under German law in the form of a
Societas Europaea, duly authorized by the ECB. Jersey: UBS AG, Jersey Branch, is regulated and authorized by the Jersey Financial Services
Commission for the conduct of banking, funds and investment business. Where services are provided from outside Jersey, they will not be
covered by the Jersey regulatory regime. UBS AG, Jersey Branch is a branch of UBS AG a public company limited by shares, incorporated in
Switzerland whose registered offices are at Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH 8001 Zurich. UBS AG, Jersey Branch's
principal place business is 1, IFC Jersey, St Helier, Jersey, JE2 3BX. Luxembourg: This publication is not intended to constitute a public offer
under Luxembourg law. It is distributed only for information purposes to clients of UBS Europe SE, Luxembourg Branch, with place of business at
33A, Avenue J. F. Kennedy, L-1855 Luxembourg. UBS Europe SE, Luxembourg Branch is subject to the joint supervision of the European Central
Bank ("ECB"), the German Central bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt
für Finanzdienstleistungsaufsicht), as well as of the Luxembourg supervisory authority (Commission de Surveillance du Secteur Financier), to
which this publication has not been submitted for approval. UBS Europe SE is a credit institution constituted under German law in the form of a
Societas Europaea, duly authorized by the ECB. Mexico: This information is distributed by UBS Asesores México, S.A. de C.V. ("UBS Asesores"),
an affiliate of UBS Switzerland AG, incorporated as a non-independent investment advisor under the Securities Market Law due to the relation
with a Foreign Bank. UBS Asesores is a regulated entity and it is subject to the supervision of the Mexican Banking and Securities Commission
("CNBV"), which exclusively regulates UBS Asesores regarding the rendering of portfolio management, as well as on securities investment
advisory services, analysis and issuance of individual investment recommendations, so that the CNBV has no surveillance faculties nor may have
over any other service provided by UBS Asesores. UBS Asesores is registered before CNBV under Registry number 30060. You are being provided
with this UBS publication or material because you have indicated to UBS Asesores that you are a Sophisticated Qualified Investor located in
Mexico. The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior management
of any entity of UBS Group to which such analyst(s) render services. Nigeria: UBS Switzerland AG and its affiliates (UBS) are not licensed,
supervised or regulated in Nigeria by the Central Bank of Nigeria or the Nigerian Securities and Exchange Commission and do not undertake
banking or investment business activities in Nigeria. Poland: UBS is a premier global financial services firm offering wealth management services
to individual, corporate and institutional investors. UBS is established in Switzerland and operates under Swiss law and in over 50 countries
and from all major financial centres. UBS Switzerland AG is not licensed as a bank or as an investment firm under Polish legislation and is not
permitted to provide banking and financial services in Poland. Portugal: UBS Switzerland AG is not licensed to conduct banking and financial
activities in Portugal nor is UBS Switzerland AG supervised by the portuguese regulators (Bank of Portugal "Banco de Portugal" and Portuguese
Securities Exchange Commission "Comissão do Mercado de Valores Mobiliários"). Singapore: This material was provided to you as a result
of a request received by UBS from you and/or persons entitled to make the request on your behalf. Should you have received the material
erroneously, UBS asks that you kindly destroy/delete it and inform UBS immediately. Clients of UBS AG Singapore branch are asked to please
contact UBS AG Singapore branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank
licensed under the Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or
in connection with, the analysis or report. Spain: This publication is not intended to constitute a public offer under Spanish law. It is distributed
only for information purposes to clients of UBS Europe SE, Sucursal en España, with place of business at Calle María de Molina 4, C.P. 28006,
Madrid. UBS Europe SE, Sucursal en España is subject to the joint supervision of the European Central Bank ("ECB"), the German Central bank
(Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well
as of the Spanish supervisory authority (Banco de España), to which this publication has not been submitted for approval. Additionally it is

Commodity markets

14



 

authorized to provide investment services on securities and financial instruments, regarding which it is supervised by the Comisión Nacional del
Mercado de Valores as well. UBS Europe SE, Sucursal en España is a branch of UBS Europe SE, a credit institution constituted under German
law in the form of a Societas Europaea, duly authorized by the ECB. Sweden: This publication is not intended to constitute a public offer
under Swedish law. It is distributed only for information purposes to clients of UBS Europe SE, Sweden Bankfilial, with place of business at
Regeringsgatan 38, 11153 Stockholm, Sweden, registered with the Swedish Companies Registration Office under Reg. No 516406-1011. UBS
Europe SE, Sweden Bankfilial is subject to the joint supervision of the European Central Bank ("ECB"), the German Central bank (Deutsche
Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the
Swedish supervisory authority (Finansinspektionen), to which this publication has not been submitted for approval. UBS Europe SE is a credit
institution constituted under German law in the form of a Societas Europaea, duly authorized by the ECB. Taiwan: This material is provided by
UBS AG, Taipei Branch in accordance with laws of Taiwan, in agreement with or at the request of clients/prospects. UAE: UBS is not licensed
in the UAE by the Central Bank of UAE or by the Securities & Commodities Authority. The UBS AG Dubai Branch is licensed in the DIFC by
the Dubai Financial Services Authority as an authorised firm. UK: This document is issued by UBS Wealth Management, a division of UBS AG
which is authorised and regulated by the Financial Market Supervisory Authority in Switzerland. In the United Kingdom, UBS AG is authorised
by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential
Regulation Authority. Details about the extent of regulation by the Prudential Regulation Authority are available from us on request. A member
of the London Stock Exchange. This publication is distributed to retail clients of UBS Wealth Management.
Version A/2020. CIO82652744
© UBS 2020.The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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