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Commodities
Oil markets failed to show 
much conviction for much of 
the day until the API reported a 
draw in US crude stockpiles for 
last week. Brent futures then 
managed to gain and settled up 
2.2% on the day to USD 88.20/
bl while WTI added 2.8% to USD 
85.60/bl. The API estimates 
that crude stockpiles in the US 
fell by 875k bbl last week while 
gasoline inventories rose by 
2.4m bbl. Official data from the 
EIA will be out later today with 
markets watching to see if last 
week’s increase in stocks was a 
one-off.

Source: Emirates NBD 

Equities
It was another volatile day for 
equity markets ahead of the FOMC 
meeting, but this time there was no 
respite for US indices as seen later 
in the session on Monday. All three 
benchmark indices closed down, 
with the NASDAQ dropping -2.3%, 
trailed by the S&P 500 (-1.2%) and 
the Dow Jones (-0.2%). By contrast, 
European equities had a more 
positive day following Monday’s 
sell-off, but even the gains recorded 
there were insufficient to claw back 
to previous levels. The FTSE 100 
added 1.0%, while both the CAC 
closed 0.7% higher and the DAX 
0.8%. There were positive moves 
locally as the DFM added 0.3% and 
the ADX 0.1%. Within the region, 
the Tadawul closed 0.3% higher and 
Turkey’s Borsa Istanbul added 1.8%.

FX
Currency markets failed to show much 
conviction ahead of the conclusion 
of today’s FOMC meeting. The 
DXY was generally higher against 
peers although hardly in any earth-
shattering moves. EURUSD extended 
losses for a second day, falling by 
0.22% to 1.1301 while USDJPY held 
relatively stable at 113.88. GBPUSD 
received a bid, settling up 0.1% at 
1.3501. Commodity currencies showed 
a mixed performance overnight 
with USDCAD moving in favour of 
the loonie, albeit by less than 0.1% 
as USDCAD fell to 1.2629. AUDUSD 
saw a similar-sized gain to close at 
0.7151 while NZDUSD was the notable 
underperformer, falling by almost 
0.2% to 0.6687. 

https://www.moneycontrol.com/news/business/oil-dips-on-profit-taking-ahead-of-fed-update-7986221.html
https://oilprice.com/Energy/Energy-General/Offshore-Oil-Is-Making-A-Comeback-As-Demand-Returns.html?s=08
https://www.zawya.com/mena/en/markets/story/China_slashing_crude_stockpiling_ends_oil_demand_growth_driver_Russell-TR20220125nL1N2U5090X1/
https://www.bloombergquint.com/markets/shell-is-set-to-halt-key-units-at-europe-s-biggest-refinery
https://www.energyexch.com/news/1134725-germany-has-sought-energy-exemption-in-russia-finance
https://www.bloomberg.com/news/articles/2022-01-25/covid-testing-china-offers-hong-kong-testing-help-as-covid-outbreak-spreads?cmpid=BBD012522_MKT&utm_medium=email&utm_source=newsletter&utm_term=220125&utm_campaign=marketsasia&sref=FHrJicGJ
https://www.bloomberg.com/news/articles/2022-01-25/biden-says-putin-at-risk-of-personal-sanctions-over-ukraine?cmpid=BBD012522_MKT&utm_medium=email&utm_source=newsletter&utm_term=220125&utm_campaign=marketsasia&sref=FHrJicGJ
https://www.bloomberg.com/opinion/articles/2022-01-25/personal-finance-stocks-don-t-rise-or-fall-because-of-interest-rates?utm_medium=email&utm_source=newsletter&utm_term=220125&utm_campaign=sharetheview&sref=FHrJicGJ
https://www.americanprogress.org/article/how-the-united-states-should-respond-if-russia-invades-ukraine/
https://oilprice.com/Latest-Energy-News/World-News/UAEs-State-Oil-Firm-Prepares-For-First-Bond-Issue.html?s=08
https://www.lloyds.com/news-and-insights/risk-reports/library/shifting-powers-climate-cooperation-chaos-or-competition
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https://www.globaltimes.cn/page/202201/1246930.shtml?s=08
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https://twitter.com/gulf_intel/status/1486243360814018562?s=20
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*Paraphrased comments

Are we going to see US production recover in 2022?  
We expected shale to come back a lot quicker last year. US production is at 10.5 million bd and based 
on producers’ forecasts, we could get to 12.5 million bd sometime in 2023. The Permian had record 
production in December, and we expect that trend to continue. The more economical basins are going to 
start producing first and as the price begins to inch closer to $100, we could find production coming from 
the other basins, like in North Dakota and Pennsylvania.

Anywhere else we could see an easing of oil supply this year? 
There are places like Guyana, which today produces 120,000 bd but that’s not enough to satisfy demand. 
We need to see producers like Iran playing a role in this whole scenario. 

Is the banking sector still supporting the shale recovery?  
We have seen capital pull back in the last couple of years but as prices begin to escalate, I think you’re 
going to see that come back, slowly but surely. By 2023, there’s going to be an extra 1 million or 1.5 million 
bd coming out of the US. 

Where is the Fed today in terms of its strategy to tackle inflation? 
It’s under serious pressure and has recognized that inflation is much bigger than what we thought. But 
even though they’ve got the conventional tools like open market operations and interest rates to control 
liquidity, the other side of the equation is the problem with supply chains. That’s not easily resolved by 
either the FED or the Biden administration and is a problem they are going to grapple with probably for the 
next two or three quarters. We’re also still in economic recovery mode and if the Fed moves too quickly, 
we’re going to stall the economy. The Fed should taper over an eight to ten month period, while keeping 
their eye on those leading indicators - unemployment claims and inflation. 
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