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Spare capacity in OPEC+
is down to two or three
members, and month
after month, the 400,000
barrels a day that’s being
put on the market is in
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effect, a much smaller
number. That leads us to a
point in time where we can
debate whether the second
half of this year or sometime
next year, OPEC spare
capacity reaches levels that
are considered alarming.

So much so that the debate
now is that we might need
Iranian supply soon or

even need to release more
Strategic Petroleum Reserve
to alleviate the situation.
Fundamentals are a very
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resolute positive. We have so
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much backwardation that
the market is saying, don’t
be short, because we are
one disruption, one refinery
wobble away from markets
getting even stronger.

Jet fuel is trading at or
above gasoil and there’s
backwardation in crude and
distillates - these are all a
manifestation of tightness
at the front where there’s

a perceived scarcity of
supply. Refining margins are
telling us that they should
be running flat out because
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OPEC+ SPARE CAPACITY DECLINING
TO ALARMING LEVELS
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product cracks are at levels
we haven’t seen for many
months, and that should

be pulling very hard on
crude markets. Meanwhile,
inventories continue to sit
at levels that are worrisome.
Markets have very high
implied volatility at these
levels. We’ve moved from
what seemed to be a
market in risk off mode at
the end of 2021, to now
greater interest in the
energy complex.

CLICK HERE FOR FULL INTERVIEW
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TOP 10 DAILY NEWS DIGEST

1. OIL JUMPS AMID ESCALATING TENSIONS BETWEEN RUSSIA & UKRAINE
2. US RIG COUNT SEE MASSIVE CLIMB ON HIGHER OIL PRICES

3. IRAN OIL EXPORTS JUMP OVER 1TMN BPD
4. 1EA: CHRONIC OPEC+ UNDERSUPPLY COULD PROPEL OIL PRICES EVEN HIGHER
5. BIG OIL BOOKS BIGGEST CASH FLOW SINCE 2008
6. CHINA COULD BECOME A MAJOR LNG TRADER

7. US JET MARKETS RALLY ON NYMEX DESPITE FUNDAMENTALS

8. EU COMMISSION’S GREEN NOD TO GAS REIGNITES ENERGY TRANSITION DEBATE
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9. EU EMISSIONS PRICES BECOME POLITICALLY SENSITIVE

10. US JUDGE STRIKES DOWN BIDEN CLIMATE DAMAGE COST ESTIMATE

RECOMMENDED REPORTS

* NO ENDGAME FOR UKRAINE

* US WARNS AMERICANS TO LEAVE UKRAINE IN 48 HOURS OVER FEARS OF RUSSIAN ATTACK
* CHINA: REDUCE FOOTPRINTS, ENHANCE HANDPRINTS & EXPAND BLUEPRINTS

* REFINERY NEWS ROUNDUP: INCLEMENT WEATHER IN RUSSIA CAUSES DISRUPTION

* CHINA SHAPES UP ITS OWN GREEN TAXONOMY

* EXXON BOOSTS OIL PRODUCTION WITH NEW VESSEL, RAISES GUYANA OUTLOOK
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https://www.youtube.com/watch?v=6uv4lXD1Vkk&t=1s
https://twitter.com/gulf_intel/status/1492780583289643010?s=20&t=aCToz3PhJS9uLFt9it2H4g
https://twitter.com/gulf_intel/status/1492766002719105027?s=20&t=aCToz3PhJS9uLFt9it2H4g
https://www.cnbc.com/2022/02/11/oil-jumps-amid-escalating-tensions-between-russia-and-ukraine.html?s=08
https://oilprice.com/Energy/Energy-General/US-Rig-Count-See-Massive-Climb-On-Higher-Oil-Prices.html
https://oilprice.com/Latest-Energy-News/World-News/Iran-Oil-Exports-Jump-Over-1-Million-Bpd.html
https://oilprice.com/Energy/Crude-Oil/IEA-Chronic-OPEC-Undersupply-Could-Propel-Oil-Prices-Even-Higher.html
https://oilprice.com/Latest-Energy-News/World-News/Big-Oil-Books-Biggest-Cash-Flow-Since-2008.html
https://oilprice.com/Energy/Natural-Gas/China-Could-Become-A-Major-LNG-Trader.html
https://www.argusmedia.com/en/news/2300984-us-jet-markets-rally-on-nymex-despite-fundamentals?s=08#.Ygaelc9lLS4.twitter
https://www.gtreview.com/news/europe/european-commissions-green-nod-to-gas-reignited-energy-transition-debate/
https://financialpost.com/pmn/business-pmn/eu-emissions-prices-become-politically-sensitive-kemp
https://abcnews.go.com/Business/wireStory/us-judge-strikes-biden-climate-damage-cost-estimate-82833167
https://thehill.com/opinion/international/593819-no-endgame-for-ukraine
https://edition.cnn.com/2022/02/11/politics/ukraine-russia-washington-white-house/index.html
https://app.box.com/s/algihj8unsv8cri197vhd4ph90trott8
https://www.spglobal.com/platts/en/market-insights/latest-news/oil/021122-refinery-news-roundup-inclement-weather-in-russia-causes-disruption?s=08
https://app.box.com/s/qre3ipscmo0x9l9qiqvhjj4oaslfvq36
https://www.reuters.com/business/energy/exxon-plans-raise-shale-output-permian-by-25-this-year-2022-02-01/?s=08
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53% .
25 Basis Points 7 /°.
What does No Rate Hike
the Fed need to
do at its next meeting
in March to start to
rein in Inflation
- raise rates by:
(0]
40%

50 Basis Points

Source: Gl Research Feb 2022
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Expectations for US Fed policy going forward?

| don’t think we’re going to see a deviation from what they have announced in terms of increasing
rates. Finally, we’re getting some reaction and a tighter monetary policy to tame inflation. In
the end, it’s about striking the right balance between that, and not damaging the economy by
decelerating growth. There’s also the other side of the story beyond what the Fed is going to
do, and that’s the supply chain bottlenecks that have been driving inflation. If we have a gradual
increase in rates starting from a low base and at the same time, the supply chain starts to ease,
we might not end up in the drastic scenario that some are fearing. It’s better than going down the
route of higher inflation rates which might cause the Fed to take more aggressive steps. For now,
| remain optimistic.

Is the lack of spare capacity within OPEC+ alarming?

OPEC spare capacity is declining but it is not alarming. It is around 4% of global spare capacity
production supply. If it was below 1%, then we would be in a much worse situation. And if you look
at the numbers for the rest of the year, we see a build-up and that it’s going to stabilize.

Do you expect the market to shift out of its current rangebound standstill?

In the very short term, the market seems to be balancing around $90 a barrel. We are seeing some
diffusion of geopolitical tensions in Europe but no final outcome yet. We hear about progress vis-
a-vis Iran, but does that mean there will be a deal? And Libyan production is uncertain. So, the
geopolitical card is still not clear. On the other hand, we’re expecting higher supplies from outside
OPEC, such as from the US, but not necessarily in the coming weeks. If geopolitical tensions are
resolved completely, we will see downward pressure on prices but if not and supply continues to
be constrained, | see us remaining where we are today. &

*Paraphrased comments
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“Looking from Asia the - “My Russian
crisis in UKraine is not (yae | Friends Have all
too distant from us” | : Gone Silent!”
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https://twitter.com/gulf_intel/status/1492791054315458563?s=20&t=7jDw1OwAijRz--UD5hFcDw
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