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Excess supply versus demand is at its highest ever. 
We’re all hoping for demand to come back but I’m bearish at these levels. 
The high we saw on Brent in the first quarter, $71.38/bl, could mark the 
maximum end of the range since the big breakdown in 2014. Oil is going 
to continue to do what it’s been doing for most of the last six years - trade 
at the upper end of the range and go back to the mean of that period. 

Should OPEC Plus be concerned about the recovery of US barrels? 
The average cost of production in the US has dropped below $40, the 
lowest in our database for five years. We already have commercial 
hedging taking place and futures recently reached a three-year high. So 
simple economics tells us that US supply is coming back. Every time we 
get a decent price spike, we get a massive spike in commercial hedging 
because there’s so many producers that cannot wait to sell forward to lock 
in production and profits. And there’s all the excess supply up in Canada 
too. The problem is that demand may never come back – and downward 
revisions on estimates have continued.

U.S. gasoline is looking stronger, creeping back to year ago levels?
Demand might come back to where it was, but it’s incrementally been 
flattening. US liquid fuel demand today is at around 20mn barrels, exactly 
where it was 20 years ago and yet, we’re at higher prices. This is not a level 
I would want to be long on – I fully expect prices to gravitate back towards 
the average of the last few years, which is about ten dollars lower than 
where we are today. 
 *Paraphrased comments
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