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Worries about excess supplies and lower demand outlook to keep oil prices lower
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WORRIES ABOUT EXCESS SUPPLIES AND LOWER DEMAND OUTLOOK TO KEEP OIL PRICES LOWER

i

Crude oil bounced on a smaller build relative to American Petroleum Institute (API) and rising
tensions in the Middle East after Yemen’s Houthi rebels said Wednesday that they had
intercepted a Saudi F-15 warplane. Crude oil rallied more than 3% following this news. But
sentiments are still weak and crude oil prices are moreover clammed from geopolitical issues.
Oil prices to remain under pressure from the increasing supply in the US and weakening
demand outlook from the US-China trade war. The US-China trade dispute continued to cast
a shadow on the global economy and affecting oil demand.

US oil production; inventory and rig count

i

The US is now top oil producer leaving behind Saudi Arabia and Russia. Crude oil production
in the US rose to an all-time high in October, peaking at 12.6 million barrels per day last month
and continuing to grow to 12.8 million barrels per day as of November 8.

Oil production is increasing consistently throughout 2019, up from January’'s peak of 11.9
million barrels per day, crossing the 12 million barrel-per-day threshold in March. By the end
of August, production was about 12.5 million barrels per day but dipped slightly to 12.4 million
by the end of September.

According to official data released by Energy Information Administration (EIA), Crude
inventories in the United States increased by 1.4 million barrels against market expectation of
16 million barrels for the week ending November 15. The EIA crude supply numbers are
basically in line with expectation, but not as high as the large build reported by the API on
Tuesday.

US oil production and inventory are increasing despite a significant drop in US oil rig. Count
of active oil rigs have dropped by 100 in 3 Months and a drop of 214 rigs year on year. The
total number of active oil rigs in the United States now stands at 674, according to the survey
report by Baker Hughes.

Rising crude oil production in the US and lower demand is leading to build in crude oil
inventory and preventing oil prices from rallying beyond a point.

Money manager position in Crude oil

i

Money managers increased their net long US crude futures and options positions in the week
to November 12. According to the CFTC Commitments of Traders report net long for crude oil
futures gained +18,457 contracts to 4, 24,597. Speculative long positions declined -25,944
contracts while shorts slumped -44, 401 contracts. CFTC data are indicating an indecisive
trend in crude oil as both net long and net short positions were reduced.
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Saudi oil production and Exports

4 Saudi Arabia’s crude oil exports dipped to a 22-month low of 6.67 million BPD in September
after the attack on Aramco on September 14. This attack knocked 5 per cent of global daily
supply offline for weeks.

4 According to Joint Organizations Data Initiative (JODI) database, Saudi crude oil exports in
September declined by 211,000 BPD from August, and OPEC's total production slumped by
1.318 million BPD from August to 28.491 million BPD in September. In October, Saudi Arabia’s
output recovered and jumped by nearly 1T million BPD in October compared to September.
Now, Saudis restored production to pre-attack levels, but they have been cutting total
exports to below the 7-million-BPD mark for several months to balance the oil market.

Iran oil discovery

4 Iran has discovered a new oil field in the country’s south with over 50 billion barrels of crude.
The new oil field could become Iran’s second-largest field after one containing 65 billion
barrels in Ahvaz. According to 2018 OPEC estimates, approved oil reserves in Iran were at
155.60 billion barrels. Iran’s oil discovery will lead to a significant amount of oil availability at
low cost without political challenges if US sanctions are removed.

4 The latest OPEC monthly report published November 14 says that Iran’s oil production fell in
the first ten months of 2019. Iran’s oil production in October decreased by 18,000 barrels,
reaching 2,146,000 barrels per day. Iran was producing 3.8 million BPD before the United
States imposed sanctions in November 2018.

World Oil demand

4 In the latest report for November, OPEC has downgraded global oil demand growth for the
medium term and long term and blaming it on slower global growth. OPEC has lowered its
outlook numbers for global oil demand growth, to 104.8 million barrels per day (b/d) by 2024,
and 110.6 million b/d by 2040. In another report from the International Energy Agency (IEA),
Global oil demand will be almost 400,000 bbl lower in 2020 if the current tariffs on trade
between the US and China remain in place. The IEA also cut global oil demand by 100,000 to 1
million barrels per day on average by 2025. Increasing fuel-efficiency and the use of electric
vehicles could reduce dependency on fossil fuel more significantly post 2025.

OPEC meeting next month

4 OPEC, Russia and other producers have since Jan19 implemented a deal to cut oil output by
1.2 million BPD to support the market. Brent has rallied about 15% this year, supported by this
pact. OPEC and Russia are meeting again in Vienna on December 5-6 to talk about extending
the supply cuts. We believe that Russia is unlikely to agree to deepen cuts in oil output;
however, it could commit to extending existing curbs to support Saudi Arabia.
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Geopolitical issue

4 Oil found some support from rising tensions in the Middle East, since one-fifth of the world'’s
oil flows through the Strait of Hormuz. Also protesters in Irag have blocked a commodities
port. We can see calmness in oil despite challenges in critical oil-producing nations such as
US sanctions on Iran and Venezuelg, attack on an oil facility in Saudi Arabia, and unrest in
lrag. We see it as an indication of a disconnect between the price and geopolitics. The key

reason behind is the availability of American shale oil.
Outlook

4 Oil prices to remain under pressure due to anaemic global growth forecasts and
disappointment over US-China trade news. The supply glut shows no sign of abating and
world demand could deteriorate if the trade war continues in its current stage further. Eyes
are on OPEC meeting next month, and if OPEC fails to bring any additional supply curbs, then

we may see more declines in crude oil prices in coming months.
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DISCLOSURE & DISCLAIMER: ABANS BROKING SERVICES PVT. LTD. (ABSPL)

Prepared by:

Mr. Kamlesh Jogi | Market Research Analyst
email: kamlesh.jogi@abans.co.in

Phone: +9122 68354176 (Direct)

Abans Broking Services (P) Limited

36, 37, 38A, 3rd Floor, 227 Nariman Bhavan, Backbay Reclamation, Nariman Point, Mumbai-400 021
Phone +9122 61790000 | Fax +9122 61790000

Email: info@abans.co.in | Website: www.abans.co.in

Membership Details:
MCX Member ID: 40385 / SEBI Reg. No. INZOO0032733;
NCDEX: Member ID FO0681/ SEBI Reg. No. INZOO0032733

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).
ABans Broking Services Pvt. Ltd. (ABSPL) is a SEBI Registered Research Analyst having registration no. INHOO0006369. ABSPL, the Research Entity (RE) as
defined in the Regulations, is engaged in the business of providing Stock Broking services. ABSPL is a subsidiary company of ABans Finance Pvt. Ltd.
(AFPL). AFPL is an NBFC, registered with the RBI, in the category of non-acceptance of public deposits.
One of the group companies of ABSPL is ABans Securities Pvt. Ltd. (ASPL) which is a SEBI registered member with NSE, BSE and MSE stock exchanges.
ASPL is also a Depository Participant of CDSL. ABans Commodities Pvt. Ltd. (ACIPL) is another group entity which is also a registered member with MCX in
the Commodity segment. Further details are available on the group website www.abans.co.in Mandatory Disclosures as per the Regulations:
] Ownership & Material conflicts of interest —
4 Whether the Research Analyst or ABSPL, or his associate or his relative has any financial interest in the subject company and the nature of
such financial interest — No
4 Whether the Research Analyst or ABSPL, or its associates or relatives, have actual/beneficial ownership of 1% or more securities of the subject
company, at the end of the month immediately preceding the date of publication of this research report or date of the public appearance - No
4 Whether the Research Analyst or ABSPL, or his associate or his relative, has any other material conflict of interest at the time of publication of
this research report or at the time of public appearance - No
F Receipt of Compensation —
4 Whether ABSPL, or its associates have received any compensation from the subject company in the past twelve months — No
4 Whether ABSPL, or its associates have managed or co-managed public offering of securities for the subject company in the past twelve
months — No
4 Whether ABSPL, or its associates have received any compensation for investment banking or merchant banking or brokerage services from
the subject company in the past twelve months — No
4 Whether ABSPL, or its associates have received any compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past twelve months — No
4 Whether ABSPL, or its associates have received any compensation or other benefits from the subject company or third party in connection with
the research report - No
] Whether the Research Analyst has served as an officer, director or employee of the subject company — No
] Whether the Research Analyst or ABSPL has been engaged in market making activity for the subject company — No
] Other material disclosures, if any

Disclaimer:

The information and opinions contained in the document have been compiled from sources believed to be reliable. The company does not warrant its
accuracy, completeness and correctness. Neither ABans Broking Pvt. Ltd. (ABSPL), nor its directors, employees or aoffiliates shall be liable for any loss or
damage that may arise from or in connection with the use of this information. The document is not, and should not be construed as an offer to sell or
solicitation to buy any securities. This document may not be reproduced, distributed or published, in whole or in part, by any recipient hereof for any
purpose without prior permission from “ABans Broking Services Private Limited”. Your feedback is appreciated on compliance@abans.co.in
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