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Morning all. Brent is trading 
this morning up 0.71/bl, at 
$64.38/bl. WTI is trading at 
$60.91/bl, up 0.73/bl. Einstein 
once said, “Two things are 
infinite: the universe and 
human stupidity; and I’m not 
sure about the universe.” 
Well listen Albie, me old 
son, what would you say 
about this oil market then? 
I ask him this because I 
have to say, I ’m not sure I 
understand it all. We’re up 
71 cents this morning and 
on the back of what I don’t 
quite know. Is it because 
the Johnson and Johnson 
vaccine rollout has been 
halted? No, of course not, 
that would be ridiculous, 
slower than anticipated 
vaccine rollouts are only a 
negative thing. OK, is it that 

AstraZeneca are also in the 
Vaccine doghouse? Again, 
a silly thing to say. Ok, try 
again, is it the incredibly sad 
fact that cases in India are 
rising exponentially? And 

here is where the jokes stop. 
The fact that news is being 
ignored is troubling me, 
regardless of OPEC revising 
up their demand forecasts 
(which, like I said yesterday 
they really didn’t have much 
of a choice considering 
production is staged to 
make a comeback). Cases 
in India are nothing short of 
a potential disaster waiting 
to happen. India is the third 
biggest oil consumer in the 
world so let ’s do the maths. 
Say India buy 5mn b/d of 
crude oil. Now let ’s say 
owing to the tragic Covid-19 
wave sweeping across the 
country, many places will 
be forced into a lockdown. 
Let ’s say this results in a 20% 
drop in oil demand. That’s 
1mn b/d. We are coming into 

the July trading cycle now, 
where refiners think about 
what to buy and when. 
OPEC+ are scheduled to 
bring back roughly 2mn 
b/d of production by July.  
So, 1mn b/d of potential 
demand hit and 2mn b/d 
of more production than 
right now. The last time I 
checked 1 + 2 = 3. Right? 
Yet Brent is up. And the 
structure hasn’t moved. 
Ohhhh I know!! Duhhh 
sil ly me. Slaps hands on 
forehead. Stats! I forgot 
stats in the US. Wait a 
minute.  Supposed crude 
draw of 3, disty draw of 3, 
gasoline build of 6. 3 - 3 
+6 = 0. But this is bullish? 
Time for a new calculator, 
surely. Stats later, look out. 
Good day.
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1. OIL RISES ON DRAWDOWN IN US OIL STOCKS, OPEC DEMAND OUTLOOK
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3. CHINA’S CLAMPDOWN ON SMALL REFINERS COULD IMPACT OIL DEMAND
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• ERA OF OPEC+ SAUDI FORWARD GUIDANCE IS OVER

https://www.reuters.com/article/global-oil-int/oil-rises-on-drawdown-in-u-s-oil-stocks-opec-demand-outlook-idUSKBN2C105N
https://www.spglobal.com/platts/en/market-insights/latest-news/oil/041321-opec-raises-2021-oil-demand-forecast-with-more-supply-on-the-way
https://oilprice.com/Energy/Energy-General/Chinas-Clampdown-On-Small-Refiners-Could-Impact-Oil-Demand.html
https://www.argusmedia.com/en/news/2204782-aramco-to-meet-partial-mediterranean-may-crude-demands?amp=1&backToResults=true&__twitter_impression=true
https://www.spglobal.com/platts/en/market-insights/latest-news/electric-power/041321-iran-says-will-start-high-grade-uranium-enrichment-complicating-us-oil-sanctions-talks?utm_source=social&utm_medium=twitter&utm_term=plattsoil&utm_content=ab8482fc-8dd4-42cf-9037-8c12733917af&utm_campaign=hootsuitepost
https://gulfnews.com/world/israeli-vessel-attacked-near-fujairah-port-in-the-uae-1.1618327840309
https://www.bloombergquint.com/business/deserted-streets-raise-alarm-over-india-s-fuel-demand-recovery
https://asia.nikkei.com/Politics/International-relations/Japan-and-Germany-discuss-joint-Indo-Pacific-drills-at-2-plus-2
https://www.dw.com/en/china-tells-us-not-to-play-with-fire-over-taiwan/a-57187401
11.	https://www.nasdaq.com/articles/china-c.bank-adviser-urges-against-credit-contraction-report-2021-04-13
https://www.opec.org/opec_web/en/publications/338.htm
https://www.arabnews.com/node/1842441/amp?__twitter_impression=true
https://www.arabnews.com/node/1842301/amp?__twitter_impression=true
https://www.cnbc.com/amp/2021/04/13/us-regulators-reportedly-call-for-pause-in-use-of-johnson-johnson-vaccine-due-to-clotting-issues.html?__source=iosappshare%7Ccom.apple.UIKit.activity.PostToTwitter&__twitter_impression=true
https://app.box.com/s/h6bt7vrrkr9ntvqcmqonr4j7hagrtaqc
https://www.youtube.com/watch?v=2PVFc6Jlu3c&t=149s
https://twitter.com/gulf_intel/status/1382247876835766272?s=20
https://twitter.com/gulf_intel/status/1382251210279821313?s=20
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•

What will have the 
biggest impact on 

giving markets 
direction?

Q1 equity 
results 

11%

Covid-19 vs 
vaccines 

67%

OPEC forward 
guidance 

22%
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We’ve had a 15% reduction in the speculative length in crude since January.
Brent has been holding in a steady range of $60-65 on the back of short-term economic 
challenges counterbalanced by longer-term positives for the second half of the year. 
Today’s oil price is quite supportive for a new push when and if the fundamentals justify 
it. We have not seen any major build in short positions so it’s unlikely we will go lower 
at this stage.

Is the US economy at an inflection point?  
We are facing a period of high inflation over the coming months with a rally across 
many commodities, especially oil. How governments respond remains to be seen but 
the US doesn’t appear to be in any hurry to tighten and will allow inflation to overshoot 
as long as it is temporary. That’s obviously the big question today - whether we are 
going to see the spikes of the next six months taper off as we head into early 2022.

Where is there risk to this strong commodities cycle?
We have seen factory cost prices increasing in China for several months now and there 
are signs that the country may want to tighten liquidity and curb inflation. If so, that 
could potentially have a negative impact on economic activity over the next six to nine 
months. 

What’s the outlook for the US Dollar?
We had a very elevated speculative short position on the dollar for many months last 
year but that obviously didn’t materialize and it started to strengthen in November 
with vaccine rollouts and the US presidential election. However, since then the futures 
FX market short has collapsed by 85%, down to the lowest level in in 11 months. Clearly 
investors are carrying much leaner books so any news that’s potentially dollar negative 
will trigger a  greater response than a few months ago.  

*Paraphrased comments
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