
There’s a dichotomy between paper markets and physical markets. 
The latter have just gone through a bit of a speed bump and still look rather 
weak despite signals of the market picking up. Front spreads have been 
weak, particularly the differentials. There’s still a lot of unsold West African 
oil. But let’s not forget that when we talk about the flat price, we’re talking 
about forward markets, going into Q3 and Q4 and most people trading 
those markets see healthy balances.

Where is there fundamental demand support?
The IMF report is pointing to 8.5% growth in China this year, 6.4% in the US 
and even the UK looks very positive at 5.3%. That’s what the people who 
trade the paper market are looking at – the forward numbers – and that’s 
why the S&P and Bitcoin are high, riding on the back of stimulus measures 
and pent-up demand coming back. The S&P is expecting Q1 earnings to be 
about 25% higher than last year. The proof will be in the pudding but if we 
get that, oil will respond quite strongly and pick up. And assuming OPEC 
plus keep its discipline, the market has a very good chance to go higher. 
OECD stocks may hit five-year averages by Q3, all things remaining equal. 

How secure is the discipline within OPEC plus?
It’s not easy keeping the group together with different countries with 
differing policies and fiscal needs. But the demand shock remains, and most 
producers will think twice before they break that discipline. If we are going 
to draw almost 1.5mn bd for the rest of this year on average, the alliance 
will remain. But, if we see another wave in the US, If India gets worse or if 
something else happens in China, it will make it much harder to maintain 
cohesion in the group. 

*Paraphrased comments
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