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Brent is trading this 
morning at $76.24/bl, 
up 0.07/bl and WTI is 
trading at $75.20/bl, up 
0.05/bl. Here we are, 
in the highly unusual 
position of OPEC+ not 
being able to come to an 
agreement. What is the 
issue? Well, it is mainly 
down to the fact that the 
UAE sees no need for 
the historical output cut 
agreement, which is due 
to expire in April 2022 - 
extended until the end of 
December 2022. First, I 
have to say that I agree 
with t UAE’s stance 
here. The problem is the 
baseline quota that the 
UAE has applied. What 
do I mean by that? Well, 
when the agreement 

was reached last year, 
the UAE produced 
around 3.2mn b/d of 
crude oil in November 
and December 2019. 
However, earlier in 
2019, the UAE produced 

closer to 3.8mn b/d. 
This figure of 3.8mn b/d 
was closer to consistent 
output levels. This has 
manifested itself into the 
UAE effectively keeping 
35% of output side-lined, 
whereas Saudi Arabia 
and Russia are both 
keeping around 22% off 
the market. This is the 
problem the group faces. 
The return of 400,000 
b/d of production is a 
no-brainer but frankly, 
not enough to meet the 
bullish demand forecasts 
so many are making. 
Both of these issues have 
caused the market to say 
ok, I get it, yes but no? 
So, it is nice to be around 
$75/bl. The market can 
deal with that but what 

happens if there is no 
deal today? What does 
an extension into the 
fourth day of talks tell 
the market? Let’s bear 
in mind that they are 
meeting monthly now so 
will the market perceive 
this friction could 
happen next month too? 
One thing is for sure, 
we will never see the 
fallout we witnessed 
between Saudi and 
Russia in March last 
year again, the group is 
strong, and I dismiss any 
rumour about the group 
breaking up. But today 
is key to ensure that 
integrity remains strong. 
Keep your eyes on the 
headlines. Good day, and 
week to all. 
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https://www.bloombergquint.com/business/high-stakes-oil-diplomacy-puts-future-of-opec-deal-at-risk
http://www.emiratesnbdresearch.com/research/article/?a=opec-and-partners-short-of-a-deal-so-far-2287
https://www.reuters.com/article/us-opec-oil-iraq/iraq-supports-extending-opec-output-pact-until-dec-2022-idUSKCN2EA0B6
https://www.reuters.com/business/wall-st-week-ahead-investors-eye-high-dividend-stocks-treasury-yields-languish-2021-07-02/
https://www.wam.ae/en/details/1395302949651
https://oilprice.com/Energy/Crude-Oil/US-Crude-Oil-Inventories-Are-Drawing-Very-Fast.html
https://www.argusmedia.com/en/news/2231041-saudi-suspends-flights-to-uae-ethiopia-and-vietnam?backToResults=true
https://www.arabnews.com/node/1888226/world
https://www.argusmedia.com/en/news/2231043-iraq-closes-on-new-chinese-refinery-investment-deal
https://www.straitstimes.com/asia/east-asia/gzero-video-is-china-too-confident-in-its-foreign-policy
https://www.ief.org/news/post-covid-recovery-energy-monitor
https://www.cnbc.com/2021/06/29/china-economy-charts-show-how-much-debt-has-grown.html
https://www.cnbc.com/2021/06/30/fuel-delivery-delays-caused-by-truck-driver-shortage-gasbuddy-analyst.html
https://www.scmp.com/comment/opinion/article/3139659/how-west-can-learn-chinas-belt-and-road-initiative-and-vice-versa?utm_term=Autofeed&utm_medium=Social&utm_content=article&utm_source=Twitter#Echobox=1625408684
https://www.youtube.com/watch?v=5EMk6U0FHU4
https://twitter.com/gulf_intel/status/1411962664473960448?s=20
https://twitter.com/gulf_intel/status/1411961014887731200?s=20
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“Europe is Moving 
Slowly in Direction of 

Recovery & Opening Up”

“Oil Markets May Go a 
Little Higher but Likely 

to then Sell Off Big”

What Factors will Impact the Direction of Oil Markets Over Coming Weeks?
What is going to influence the price, of course, is OPEC. And that is why we had a very choppy set of pricing 
last week given the total change week-on-week was only 18 cents a barrel up, while we spent time trading 
within a $3 range. These OPEC+ ministerial delegations and their political superiors are very sophisticated 
organizations and they have proven to us since April 2020 that they have a purpose about what they are 
doing. 

Still, I think there’s very little doubt that whatever lessening of the OPEC+ production cutbacks we see 
tomorrow July 5th, it will be a fraction of the amount needed to meet growing demand in the second half of 
2021. If we end up with the numbers that were mooted last week, which was 400,000 barrels per day per 
month, August through the foreseeable next five months, which would total at around 2 million barrels a day, 
we will still have a market which has an outlook for the spot months that will see more demand than supply.

There is a huge amount of attention around what producers can do if they hedge the forward curve. 

The backwardation that we now see between the front of the market at $76 a barrel and oil far out on the 
curve to 2024 at $61 or $62 a barrel will be determined by people’s view on whether OPEC+ have a target 
to see the price settle at $70, $80, $90, or whether they think that’s too high and OPEC+ may come under 
political pressure to hold it at levels which are, in the opinion of some, perhaps less threatening to global 
economic growth or recovery from the virus. That is something people are going to be watching.

The Russians have been attributed with saying they are happy with prices and want to put extra production 
on the market. But that does not necessarily mean they want to put more production on the market than 
there is demand. I think there is often a misunderstanding there. Of course, OPEC+ including Russia, needs 
to strike a delicate balance where prices do not get out of hand. They want some sort of stability for their 
customers and where prices do not shoot out of control and have economic implications. 

*Paraphrased comments
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