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Eesshh August didn’t start lacking would return to there is audible concern

off too well now for the

oil market, did it? Brent
closed down $2.50/bl per
barrel last night. How’s
this morning fairing so far?
Well, | wouldn’t take your
eyes off your screen for
too long because Brent is
trading at $72.65/bl, down
0.24/bl. WTl is trading at
$71.02/bl, down 0.23/bl.
Be positive, he said. Trust
the forecasts, he said. That
lasted long. For those
that have met me, (you
lucky bunch you), you will
know that | am in general
a positive person. And this
is coming from an Arsenal
fan. But seriously, | am, or
at least | think | am. But |
just can’t get positive about

crude oil at the moment.
Let me explain why. We're
early August, a sixth of the
way into the second half

of the year that so many
forecast was to be when all
that demand that has been

“pre-pandemic” levels. The
thing is though that we are
still some way from a post
Covid-19 world. China seems
like it is battling a deadly
wave and dozens of major
cities are locked down and
mass testing taking place.
Cases in Florida hit a record
level yesterday. Today, we
will more than likely see
the 200mn confirmed case
globally. A figure none of
us can even comprehend.
These oil demand forecasts
| have been banging on
about didn’t really factor

in a mutation of the virus
as devastating as Delta is
proving to be, and with
vaccination rates hitting
something of a ceiling

being heard from many
market participants. PMI’s
are looking weaker than
they have for a long time.
They are still good but they
are just not as good. This
pause in the recovery and
the threat the delta variant
brings is causing the oil
market to look through
the forecasts and more

at reality. This in a market
where more barrels are
coming back. Still, it’s not
all bad. Demand for Aperol,
an ltalian aperitif, was up
by 148% in July compared
with this time last year.
Other brands are available.
So, fret not, it’s 5 O’clock
somewhere remember.
Good day.
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https://twitter.com/gulf_intel/status/1422462190423060486
https://twitter.com/gulf_intel/status/1422456952035160088
https://www.reuters.com/world/china/oil-prices-slide-worries-over-china-economy-higher-crude-output-2021-08-02/
https://oilprice.com/Energy/Crude-Oil/The-US-Retains-Its-Crown-As-Worlds-Top-Oil-Producer.amp.html?__twitter_impression=true
https://www.arabnews.com/node/1903811/business-economy
https://www.livemint.com/news/india/indian-diesel-sales-hold-below-pre-virus-levels-on-restrictions/amp-11627869120511.html?__twitter_impression=true
https://www.argusmedia.com/en/news/2240134-chinas-widening-covid-outbreak-hits-commodity-prices?amp=1&__twitter_impression=true
https://www.reuters.com/article/us-global-markets/asian-stocks-slip-as-delta-spread-spooks-investors-idUSKBN2F404Z
https://www.reuters.com/article/us-global-markets/asian-stocks-slip-as-delta-spread-spooks-investors-idUSKBN2F404Z
https://oilprice.com/Latest-Energy-News/World-News/Chinas-First-Deepwater-Oil-Project-Reaches-Full-Capacity.amp.html?__twitter_impression=true
https://www.thenationalnews.com/world/us-news/2021/08/02/us-vows-collective-response-to-iran-after-mercer-tanker-attack/
https://www.bloomberg.com/news/articles/2021-08-02/a-trucking-crisis-has-the-u-s-looking-for-more-drivers-abroad
https://youtu.be/5_-HCtqf_co
https://www.argusmedia.com/en/news/2240185-europe-july-air-traffic-above-expectations-eurocontrol?amp=1&__twitter_impression=true
https://www.spglobal.com/platts/en/market-insights/latest-news/oil/080221-covid-19-state-of-emergency-expansion-extension-to-hit-japan-peak-gasoline-demand-sources
https://www.presstv.ir/Detail/2021/08/02/663568/Iran-US-UK-ship-Oman-Sea-Blinken-Raab-ship-informed-source-
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“QPEC+ seems to have got “Asia’s strategy to try

it right with supply increase '8 \ eliminate all cases of
of 400K b/d” , Covid may not be tenable
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It seems like a tug of war between the bulls and bears at the moment?

There are a number of factors behind this. In China, the manufacturing PMI came down below expectations,
at just over 50 and at least eight provinces in the country have reported Covid cases. Pakistan is being badly
hit by Covid and so is Florida in the US and parts of Australia, and we see further cases in Southeast Asia - in
Vietnam, Malaysia and so on. On the positive side, we’'ve got the $1 trillion bipartisan infrastructure deal in the
US that would certainly support the macro situation, as well as the positive Fed comments on the economy
last week. Consumer demand in the US is off the charts and gasoline demand is very likely to exceed pre
pandemic levels, though of course jet is still lagging behind. What we also need to get really bullish for the
rest of this year would be to see diesel demand pick up, which is always correlated with industrial activity.
So, it’s a very complex market but overall, fundamentals are tight and if it hadn’t been for these new Covid
cases, we would be well over $80 right now.

Is the OPEC Plus agreement too little for what the market needs?

OPEC have been lucky to an extent given the bullish signals, but with the reoccurring Covid situation and
certain strict government lockdown measures, we were always going to see demand impacted. OPEC is
though still very much in control and compliance is over 100% so that is bullish.

Is the pact at risk with fewer of the group able to benefit from output increases?

If anything, it’s going to keep the cohesion of the alliance intact. Even Russia seems to be struggling to bring
back their volumes - they’re unlikely to be able to increase production by more than 100,000 barrels and so
they’re within that quota and there’s no reason for them to jeopardize this situation of high prices. The key
factor though remains demand and if jet kerosene demand was to come back on some positive Covid news
by another two or three million barrels, we would see a very tight market and prices well over $80 a barrel.

How has the most recent tanker attack impacted Iranian crude’s return?

Most of the market has discounted this happening any time soon but the recent incident is not making a deal
with Iran any easier. As we see this dragging on and on, it’s getting more and more complicated so that’s
certainly a bullish factor and going to complicate things for traders to factor into their prices. B

*Paraphrased comments
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https://twitter.com/gulf_intel/status/1422486345939816449?s=20
https://twitter.com/gulf_intel/status/1422493695262138369



