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The recurrence of adverse shocks in commodity 
terms of trade has severely constricted growth in 
African economies, which continue to depend 
heavily on primary commodities and natural 
resources for foreign exchange earnings. This 
makes it crucial for businesses and policymakers 
alike to consistently monitor trends in the region’s 
key commodity markets. The African Export–
Import Bank (Afreximbank) African Commodity 
Index (AACI) accurately reflects the composition 
of African commodities and tracks the movements 
of commodity prices on a biannual basis. In so 
doing, the AACI highlights areas that require 
preemptive measures by the Bank, its key 
stakeholders, policymakers, and global institutions 
interested in the African market, to effectively 
mitigate risks associated with volatility in 
commodity prices. 

The AACI reflects dynamics of 14 key commodities that are 
of export interest to Africa. The commodity list is divided 
into three main categories: seven agricultural (cocoa, coffee, 
cotton, corn, sugar, wheat, and palm oil), five metal 
(aluminum, cobalt, copper, gold, and zinc), and two energy 
(crude oil and natural gas). This report focuses on price 
movements, including growth rates and volatility over time, 
particularly during the second half of 2023. Figure 1 shows 
the AACI composite index and price growth dynamics by 
subindices over time. Commodity markets were mixed 
during the review period. The AACI composite index rose 
by 4 percent, driven by gains in energy (6.5 percent) and 
precious metals (0.99 percent) subindices. Losses were in 
base metals (6 percent) and agricultural (2.8 percent) 
subindices. 

Several factors dictated heightened price fluctuations during 
the six months ending in December 2023. Precious metals 
performed strongly, with gold offering safe-haven stability 
among myriad global uncertainties. Oil prices increased 
during the third quarter on production cuts, but declined in 
the last quarter as macroeconomic headwinds outweighed 
supply concerns. Base metals and agricultural commodities 
generally weakened and exhibited high volatility. Mixed price 
movements were driven by a combination of factors, 
including restrictive monetary policy by the systemically 
important central banks, strong performance of the US 
dollar, increasing global geopolitical tensions, and China’s 
macroeconomic headwinds. 

Figure 1: AACI Composite Index (2016=100) 

Source: Afreximbank Research, Bloomberg. 

a. Energy

The AACI energy subindex rose by 6.5 percent during 
the second half of 2023, driven by 6 percent and 10 
percent increases in oil and gas prices, respectively. 
Brent crude futures surged, with crude oil prices 
exceeding US$90 per barrel during the third quarter of 
2023 as Russia and Saudi Arabia extended their 
voluntary production cuts, trimming 1.3 million 
barrels of global crude supply. Oil price increases 
during the third quarter were also supported by record 
low levels of distillate inventories. 
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Figure 2: AACI Price Growth and Volatility (2016=100) 

   Source: Afreximbank Research, Bloomberg. 

Conversely, oil prices tumbled to levels below US$75 per 
barrel during the fourth quarter of 2023 as deteriorating 
macroeconomic indicators outweighed supply chain concerns. 
Sluggish manufacturing activity in the world’s two largest oil 
consumers, China and the United States, stoked fears of 
weakening demand for energy, and prices remained under 
pressure over the last quarter. 

Natural gas futures rose sharply to US$3.8 per million British 
thermal units (MMBtu) in October 2023 at the outset of the 
Gaza crisis, reflecting price sensitivity to any event that could 
affect gas supply, particularly to Europe. However, prices 
eased to close the year around US$2.5/MMBtu amid record 
gas production, abundant storage levels, and muted industrial 
and heating demand due to mild winter weather. 

According to the US Energy Information Administration 
(EIA), gas stockpiles peaked at 3.779 trillion cubic feet at the 
end of October 2023, representing an 8.4 percent increase 
over the same period in 2022. A similar trend was observed 
for the end of November reporting period with inventories 
peaking at 3.836 billion cubic feet (Bcf). EIA also reported an 
unexpected net injection into storage totaling 10 Bcf during 
the last week of November as opposed to market expectations 
of 12 Bcf of gas withdrawals. 

b.1 Precious metals

The precious metals subindex rose marginally by 0.99 
percent over the review period on the back of 
increases in gold prices (1.13 percent), while cobalt 
futures declined by 9.28 percent. The precious metals 
trade-weighted subindex is heavily tilted toward gold. 

Figure 3: AACI— Precious Metals Subindex (2016=100) 

Source: Afreximbank Research, Bloomberg. 

b.2 Base metals

Gold prices soared during the review period, reaching all-time 
highs of US$2,150 an ounce in December 2023. The strong 
performance was driven by heightened market turbulence, 
propelled by lingering inflationary pressures, an aggressive 
monetary policy environment, significant geoeconomic 
uncertainty, and escalating geopolitical tensions. Firmer prices 
were also supported by central banks, which bought gold at 
an unprecedented pace during the same period. According to 
the World Gold Council, the demand for gold surged during 
the third quarter of the year to 1,147 tonnes, which is 8 
percent higher than its five-year average. By the end of 
November 2023, central banks bought an accumulated 800 
tonnes of gold over a nine-month period, which is the highest 
amount on record over the comparable period in previous 
years.  

The base metals subindex declined by 6 percent due to price 
decreases in zinc (11 percent), aluminum (6 percent), and 
copper (5 percent). Base metals posted a synchronised 
downward trend during the second half of 2023 owing to a 
slowing global economy amid a restrictive monetary policy 
environment, a slowdown in Chinese electric vehicle demand, 
and a downturn in the industrial sector globally resulting from 
heightened volatility in energy prices.   
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  Figure 4: AACI—Base Metals Subindex (2016=100)  

Source: Afreximbank Research, Bloomberg. 

Monetary policy stance plays a key role in the direction of 
base metal prices. Sustained restrictive monetary policy 
mostly cripples demand growth for base metals. Persistently 
high interest rates propel prolonged appreciation of the US 
dollar and may cause unabated escalation of the cost of raw 
materials for buyers in other currencies, which in turn 
dampens the demand for base metals. Prices were also 
impacted by slowing demand from the Chinese property 
market owing to a debt crisis in the real estate sector. 

After peaking around US$4,400 per tonne in 2022, zinc prices 
plunged to levels below US$2,300 during the second half of 
2023 amid abundant supplies. Zinc stockpiles on the London 
Metal Exchange were close to two-year highs. Aluminum 
futures declined to an average price of US$2,150 per tonne 
during the review period. Aluminum sales plunged 
significantly, leading to production cuts by China, the top 
global producer. China accounts for about 60 percent of 
global aluminum output, followed by Australia and Russia. 

Copper prices weakened and mostly traded below US$4 per 
pound amid abundant supply. Global copper production was 
4 percent higher compared to the same period in the previous 
year, supported by higher copper concentrate production in 
the Los Pelambres and Centinela mines as well as the 
additional US$2 billion supply stockpile in the Democratic 
Republic of Congo (DRC). Chile is the leading copper 
producer, accounting for over 30 percent of the world’s 
copper production, followed by Peru. In Africa, Zambia and 
the DRC are among the top copper producers. 

c.    Agricultural Commodities

The agricultural subindex increased marginally by 0.4 
percent due to mixed price movements in soft 
commodities. Sugar, cocoa, and coffee prices rose by 22 
percent, 21 percent, and 14 percent, respectively, while 
wheat, cotton, corn, and palm oil prices declined by 15 
percent, 12 percent, 3 percent, and 1 percent, 
respectively.   

 Figure 5: AACI—Agricultural Subindex (2016=100) 

   Source: Afreximbank Research, Bloomberg

Underpinned by supply tightness in the top growing region of 
West Africa, cocoa prices soared during the review period, 
reaching 46-year highs of US$4,478 per tonne by December 
2023. During the last quarter of the year, cocoa port arrivals in 
Côte d'Ivoire were just under 600,000 metric tonnes, falling 35 
percent behind the comparable period in the previous year. Port 
arrivals in Ghana declined by 51 percent during the same 
period, owing to poor weather conditions in the region. 
Exceptionally heavy rains, driven by the El Niño phenomenon, 
led to soil leaching and rampant spread of black pod disease. 
Heavy rains also affected cherelles (young cocoa pods), 
disrupted farming activities, hampered haulage logistics, and 
affected fermentation due to limited sunshine. Côte d'Ivoire and 
Ghana together account for more than two thirds of the world’s 
cocoa output. 

Coffee futures rose sharply during the second half of the year 
due to persistent supply constraints from most parts of the 
world. According to the International Coffee Organization, 
South America, driven by Brazil and Colombia, increased coffee 
production by 4.8 percent. However, this increase was offset by 
the shrinking supply base from the rest of the world. Owing to 
adverse weather conditions, coffee production declined by 4.7 
percent to 50 million bags and 7.2 percent to 18 million bags in 
Asia & Oceania and Africa, respectively. Côte d'Ivoire, Uganda, 
Indonesia, and Vietnam continued to experience heavy rains 
due to El Niño weather conditions. As a result, world coffee 
production marginally increased by 0.1 percent to 168.2 million 
bags during the 2022/2023 season, explained by a 1.8 percent 
increase in Arabica coffee, which is mainly grown in Brazil, and 
a 2 percent decrease in Robusta coffee, which is mostly grown 
in Vietnam, supported by the rest of the world. 

Following Russia’s withdrawal from the Black Sea Grain 
Initiative on July 17, wheat futures rallied immediately to levels 
beyond $7.50 per bushel within a week. However, prices 
tumbled and remained depressed from their July highs through 
to the end of the year as abundant global supplies outweighed 
supply chain concerns. During this period, Ukraine established 
routes less vulnerable to Russian invasion, and grain exports 
continued into the neighboring countries via the Danube River 
routes.  
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Even though Ukrainian wheat exports were down by 
about 12 percent during the review period, traders 
remained confident in the viability of the new corridor 
which transits through Romania and Bulgaria. Wheat 
production in Russia remained robust, posting a record 
high of 90 million tonnes and lifting available wheat for 
export. Prior to the Ukraine conflict, Russia and Ukraine 
accounted for nearly 30 percent of global wheat exports. 
Strong wheat harvests and seasonal production increases 
in Australia, Argentina, Brazil, Canada, and Turkey 
added to the bumper output, and exports exceeded 
expectations.  

Cotton futures remained virtually stable throughout the 
year, with a marginal price increase of 0.99 percent 
during the second half of 2023. Consumption in the 
textile industry is heavily dependent on discretionary 
spending. In addition to rising global macroeconomic 
uncertainties, the demand for cotton remained subdued 
as the existing 25 percent tariff on US cotton imports 
into China, the world’s largest cotton consumer, weighed 
down global consumption. The lingering impact of 
COVID-19 containment measures also contributed to 
the weakening demand for textiles. 

Outlook for Commodity Prices
The direction of commodity markets is intricately tied to 
the interplay between the geopolitical environment, 
economic conditions, market dynamics, weather 
patterns, and events around the major trade routes, 
including the Black Sea, the Strait of Hormuz, the Red 
Sea, and the Suez Canal, among other systemically 
important global trade routes. The direction of the Gaza 
crisis, the duration of the Ukraine conflict, and the 
extent of global geopolitical tensions will likely influence 
commodity markets. Heightened geopolitical tensions 
are likely to persist in the near term, given that 2024 is a 
key election year for major economies. 

Notably, the effect of the Gaza crisis on oil prices has so 
far been minimal. However, if the conflict prolongs, 
intensifies, and escalates to other major regional oil-
producing countries such as Iran, it will significantly 
impact global energy supply chains. This could result in a 
massive global dual energy shock, as the conflict could 
exacerbate supply chain disruptions in the context of the 
ongoing Ukraine conflict, recent Red Sea attacks, and 
elevated global geopolitical tensions. 

The potential materialisation of the dual energy shock 
would contribute to food insecurity and associated high 
food prices globally, which could worsen the situation 
for many developing countries already facing high food 
inflation underpinned by persistently high consumer 
prices. Table 1 provides the forecasts for prices of key 
commodities of interest in the near term, and Table 2 
shows the expected price growth over time relative to 
the current spot price. 

Table 1: Selected Commodity Forecasts 

Sources: Afreximbank Research, Bloomberg. 

Oil: The outlook is largely bullish due to the envisaged 
production cuts and the expected increase in demand growth 
from Asia. At the end of November 2023, the Organization 
of the Petroleum Exporting Countries announced voluntary 
cuts. Major oil producers agreed to deepen supply cuts by an 
additional 2.2 million barrels per day, starting in January to 
the end of March 2024, with considerations to return 
gradually after the first quarter, depending on market 
conditions. 

The extent of the Gaza crisis, the intensity of the attacks by 
Houthi militants on shipping in the Red Sea, and the effect of 
geopolitical tensions on the Strait of Hormuz are some of the 
factors that will shape oil market conditions in the near term. 
In the Middle East, the Strait of Hormuz (accounting for more 
than 30 percent of global oil exports) is the primary export 
route for leading oil and gas producers, including Iran, Iraq, 
and the Gulf Cooperation Council member countries. The Red 
Sea traffic disruptions will likely impinge on global trade flows 
as a significant number of container ships are already rerouting 
from the Suez Canal to a longer and more costly Cape of 
Good Hope route. If the Middle East conflicts interrupt 
energy supply, the global economy could face severe 
repercussions, with spiraling energy costs directly affecting 
businesses and households. 

Gas: Prices are expected to remain bearish in the near term, 
owing to the envisaged weakening demand as the weather is 
expected to remain warmer than normal, supported by surplus 
storage levels available during the 2023/2024 utility withdrawal 
season. In Asia, a drive toward nuclear power, with the restart 
of nuclear units of the Takahama plant and the extension of 
life of nuclear reactors beyond 60 years, has prompted demand 
destruction for gas in Japan. Nonetheless, gas price 
movements and stability can also be marked by market anxiety 
amidst rising global geopolitical tensions and increasing risks to 
the security of global supply chains. 
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Base Metals: In addition to monetary policy outlook, 
commodity market dynamics, especially in China, the 
largest importer of base metals, will influence the 
direction of base metal prices. In South America, the 
ongoing strikes at the Las Bambas mine in Peru and 
operational threats around BHP Billiton mine in Chile 
will likely impact copper supply. In the long term, a 
bullish market for base metals is envisaged, given their 
critical role in the construction industry. They are also 
pivotal elements in the ongoing transition toward green 
energy. 

Gold: The continuation of central bank gold purchases 
could underpin demand and sustain price resilience, 
offering safe-haven stability among myriad global 
uncertainties. However, prices may ease slightly as 
investors anticipate a soft-landing environment in the 
near term as the US Federal Reserve has signalled 
interest rate cuts in 2024. 
consumption and an increase in innovative production 
strategies, will further sustain coffee prices in the short to 
medium term.  

Wheat: Futures are expected to remain subdued in the 
near term. The US Department of Agriculture (USDA) 
expects an extended momentum of ample wheat output, 
despite the El Niño weather conditions. The USDA 
estimates an increase of 1.3 million tonnes in 
production to 1.05 billion tonnes in the current 
marketing year, based on higher government production 
estimates for Australia and Canada. Russia is expected 
to continue dominating the wheat market and is set for 
another bumper harvest, surpassing the 90 million 
tonne record production in the current marketing year. 
It is on course to export 49 million tonnes in the 
2023/2024 season, representing a 7 percent increase 
from the previous season. 
Table 2: Forecasts vs. Spot Prices (% change) 

Cocoa: Prices are set to edge up further in the 
upcoming season due to firmer demand in major 
cocoa-consuming markets and the projected sustained 
deficit in production in Côte d'Ivoire, the world's 
largest cocoa producer. The expected volatile 
production in Ghana and Côte d'Ivoire could be due to 
disruptions in fertiliser supply chains, lingering 
concerns about the quality of cocoa beans, and 
uncertainty about weather patterns as the El Niño 
phenomenon persists. Cocoa output is expected to 
decline by about 160,000 metric tonnes in the 
2023/2024 season, according to the International 
Cocoa Organization. Cocoa price rallies will likely be 
sustained in the medium term, driven by supply 
constraints from the top growing region of West 
Africa. 

Coffee: Prices are likely to remain elevated in the short to 
medium term. Persistent adverse weather conditions, driven by El 
Niño weather patterns, will likely dampen near-term coffee 
production, especially in Africa and Asia—especially for origins 
like Indonesia. Meanwhile, Vietnam is expected to benefit from 
the drier/hotter weather, as irrigation mitigates the reduced 
precipitation. 

Table 2: Forecasts vs. Spot Prices (% change) 

   Sources: Afreximbank Research, Bloomberg. 

Forecasts versus Spot 
Quarterly Annual 

Q1 24 Q2 24 Q3 24 Q4 24 2024 2025 2026 

Corn cents/bu. 0.8% 4.1% 6.6% 8.6% 5.0% 10.6% 10.2% 
Wheat cents/bu. 0.3% 2.9% 5.7% 8.4% 4.3% 11.5% 12.5% 
Coffee (DF) $/MT -3.5% -4.8% -4.4% -3.6% -4.1% -2.0% -0.7%
Sugar#11 c/lb. -3.3% -5.8% -6.1% -5.2% -5.1% -10.6% -14.2%
Cocoa $/mt -1.3% -2.7% -5.2% -8.3% -4.4% -14.2% -5.2%
Cotton cents/lb. 0.8% 2.2% 0.4% -1.3% 0.5% -2.5% -4.0%
Palm Oil RM/metric 
ton -1.6% -3.5% -7.2% -7.9% -5.1% -7.1% -7.0%
ICE Brent $/BBL -1.0% -1.9% -3.1% -4.3% -2.6% -6.6% -9.4%
Natural Gas $/MMBtu -10.0% -10.5% -3.1% 24.3% 0.2% 24.2% 31.3%
Gold $/t oz 1.1% 2.7% 4.0% 5.0% 3.2% 7.4% 12.4% 
Cobalt $/lb. 20.2% 16.3% 14.7% 15.5% 20.6% 24.0% 42.9% 
Aluminum $/mt -1.0% 1.0% 3.0% 4.9% 2.0% 9.0% 15.0%
Copper $/mt -0.5% 0.4% 0.9% 1.2% 0.5% 1.6% 2.2%

Zinc $/mt -0.2% 0.2% 0.5% 0.8% 0.3% 1.3% 1.5%

5


	a. Energy
	b.1 Precious metals



