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1. OIL PRICES RISE ON SLOW OPEC OIL OUTPUT INCREASE
2.0PEC OIL OUTPUT RISE IN OCT UNDERSHOOTS TARGET
3. TRANSATLANTIC FLIGHTS ARE SET TO BOOST OIL DEMAND
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Hello to November. | mean,
strictly | should have been
saying this yesterday morning,
but a few technical issues
meant that I’'m saying that
today, and that’s all | have to
say about that. November
though? Really? | actually sat
down and watched a Christmas
cooking programme last night,
I’d only seen it about 387,235
times before, but you know,
Christmas is Christmas, right?
Hmm, good point that, let’s
hope supply bottle necks

start easing so that all who
celebrate it can enjoy it as
much as the global hospitality
sector is hoping we all will.
Anywayyyy. Oil? Yes, let’s

talk about oil. Brent is trading
this morning at $85.13/bl up
0.42 and WTl is trading up
0.27 at $84.32/bl. Look, it’s a
nice number, OK? $85/bl? It’s
just nice. Yesterday was an
interesting start to the month,
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Jan Brent traded down to a
low of $83.03/bl on the back of
China releasing oil stocks from
their strategic reserve, it made
sense and energy news articles
carried the same headlines

and the market traded down
and everyone was like, huh,
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that makes sense. Yeah, nah,
that didn’t last long. Daylight
saving is over in the EU and
the moody, tired, bleary-eyed
gloves were off and bosh,
Europe bought the market
before you can say “but,

but, but Chinaaaa?”, Brent
was nestled into the comfort
bosom of $85/bl again. The
issue the market, and not just
the oil market, but the whole
energy complex right now has
is that the arguments around
fossil fuels, climate change,
decarbonisation etc etc have
really accelerated. | mean,
when | say acceleration, | mean
via the medium of an electric
car that is charged by a Vegan
on a training bike outside

the front of his geothermally
heated house, don’t I?
Acceleration via the power

of V8 combustion is soooo
2010’s. Rolls eyes. | mean, I'm
joking, of course. Clearly. But

the issues remain around all
thing’s fossil fuels and I’'m not
blaming anyone, but the very
reason we are in the midst of
an “energy crisis” is because
fossil fuel power generation is
paramount for global energy
security and investment has
been largely ignored over
recent years. s it the future?
No. It will still be a significant
contributor to the energy mix
but whilst promises are being
made by all countries, rightly
so, the world will face high

oil prices for the foreseeable
future unless supply can keep
up with demand. | think we
will see a different story mid
next year, but that’s ages away.
Apparently. Keep your eyes
open on what’s happening in
Glasgow. And tell President
Biden to do the same. Good
day, and rest of week to all.
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https://www.reuters.com/article/global-oil/oil-prices-rise-on-slow-opec-oil-output-increase-idUSKBN2HN046?s=08
https://www.reuters.com/article/oil-opec-survey/opec-oil-output-rise-in-october-undershoots-target-survey-idUSKBN2HM2NL?s=08
https://financialpost.com/pmn/business-pmn/transatlantic-flights-are-set-to-boost-oil-demand-by-a-quarter-million-barrels-a-day?s=08
https://www.oedigital.com/amp/news/491727-norway-s-johan-sverdrup-blend-oil-steps-up-competition-to-russia-s-urals-in-europe
https://media.rac.co.uk/pressreleases/diesel-hits-new-record-high-at-147-dot-94p-a-litre-on-halloween-3140919?s=08
https://www.reuters.com/world/india/festival-demand-spurs-indias-gasoil-consumption-above-pre-covid-levels-2021-11-01/?s=08
https://www.spglobal.com/platts/en/market-insights/latest-news/oil/110121-refinery-margin-tracker-european-refiners-look-to-buy-local-crude-as-freight-costs-eat-into-margins?s=08
https://www.kapsarc.org/research/publications/implications-of-the-2021-iran-china-deal-for-the-oil-market/
https://www.energy.gov/fecm/strategic-petroleum-reserve?s=08
https://www.energy.gov/fecm/strategic-petroleum-reserve?s=08
https://finance-yahoo-com.cdn.ampproject.org/c/s/finance.yahoo.com/amphtml/news/op-ed-the-most-ambitious-climate-action-plan-ever-attempted-083016711.html
https://www.bbc.com/news/av/science-environment-59110260
https://podcasts.apple.com/us/podcast/chat-with-tell-two-minutes-with-executive-chairman/id1434333016?i=1000539762722
https://www.youtube.com/watch?v=8jvGRq3CURQ&t=2s
https://www.youtube.com/watch?v=8jvGRq3CURQ&t=2s
https://twitter.com/gulf_intel/status/1455462706526425088
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We will see substantial oil supply elasticity and demand destruction e US.

The key thing to look at is the inability of the December 2022 contract to get above $72, despite the
front contract pushing up above $85 for WTI. | don’t have any reason to dispute that curve. Moreover,
big picture, there are 100,000 Teslas coming in next year and we’re not using as much liquid fuel as
we have done in the past. The Biden administration is really accelerating that transition and we also
have an election one year away so having high crude prices won’t be good. If prices are by chance
still at these levels a year from now, it means the old forces of supply and demand elasticity have
changed and that ESG is not kicking in. That’s very unlikely.

Will the switch from gas to oil for power continue to support crude prices in Q4?

It’s very unlikely. Gas right now is priced for winter and yet we are only at the start of November.
The front contract at $5 is at almost three times the average cost in the US. There’s lots of supply
still to come on. The forward curve a year from now is at $4. The key question we need to ask
ourselves is whether the things that have pressured energy prices since the peak in 2008 have
changed significantly, and the answer is no. What we’re seeing is a short-term blip and it has made
us realize, in a good way, how important fossil fuels are for our economy. We're getting to this new
world of clean energy, but it’s going to take longer than most people expected.

Is the Fed finally going to harden its accommodative policy this week?

They’re just going to keep adding liquidity. Every single time we’ve had a crisis, rates go lower. Now
we’re at zero and | don’t see why we should not have negative rates. If the stock market drops just
10%, the Fed is going to come right back to massive liquidity. They’re leading the world that way. The
markets are used to free money and the Fed knows that. &

*Paraphrased comments
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https://twitter.com/gulf_intel/status/1455465664802590723
https://twitter.com/gulf_intel/status/1455470991090409482

