
What impact have recent Fed statements on rate hikes had on oil markets?
The Fed is still very committed to a loose monetary policy, but it is indicating 
that the rate of change of QE is slowing down and the market is digesting that. 
We’re now talking about inflation being quite sticky, not transient, and that can 
change the whole inflation dynamic. Commodities have been knocked lower 
in general but not oil, as supply is very tight right now and we have seasonal 
demand in US gasoline and European travel also opening up. We will have a 
shortage of oil for the next two or three months.  

The Fed backtracked a little this week – why? 
The Fed was caught by surprise as to how the markets reacted to their 
comments about rate hikes. But the long-term story is still that they will be 
looking to take their foot off the pedal. It won’t be a fast tapering because of 
the risk of collapse, but the needle has moved in the right direction. At end of 
the day though, they’re still buying $120bn of assets every month – that’s a lot 
of QE and liquidity in the market.  

Should OPEC be concerned about oil prices harming emerging markets?
OPEC has the opportunity to take their time to manage any market supply 
increase. Oil demand is picking up but interestingly, one thing they cannot 
quantify is how much of that is coming from commodity index fund flows. Still, 
it suits them to run with $75 or $80 for now. They have worked hard to get 
prices up and there’s no risk of US shale coming back due to capital discipline. 
They can take it one month at a time. 

*Paraphrased comments
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