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Crude oil prices may continue to witness volatile 

movement as tensions in the Middle East and US 

China trade war will be keenly watched. On 

account of easing of tensions in the Middle East 

tension after Iran described emergency talks on 

a multi-party nuclear agreement with a group of 

signatories as constructive but the meeting did 

not include the U.S., which sanctions back on 

Iranian oil exports Still, tensions remain high 

around Strait of Hormuz as Iran refused to 

release British-flagged tanker it seized but 

granted India consular access to 18 Indian crew 

members. Prices got some support after U.S.  

In the month of July, crude oil prices witnessed 

some selling pressure at higher levels as global 

economic growth is likely to slow further amid 

the U.S.-China trade war, although tensions in 

the Middle East limited the downside. Overall it 

traded in range of $54.72-60.94 in NYMEX and 

in range of 3774- 4174 in MCX. While concerns 

over Middle East supply disruptions have led to 

recent price spikes, oil has generally been under 

pressure from worries about global economic 

growth amid growing signs of harm from the 

rumbling Sino-U.S. trade war over the past year. 

Crude stocks at the Cushing, Oklahoma, and 

delivery hub fell by 448,000 barrels, although 

gasoline stocks rose by 4.4 million barrels, 

compared with expectations for a 730,000-

barrel decline. Iran’s capture of a British oil 

tanker recently sparked worries about supply 

disruptions in the Strait of Hormuz, through 

which about a fifth of the world’s oil flows. The 

tensions come as the United States aims to cut 

off Iran’s oil exports and against the backdrop of 

supply cuts led by the Organization of the 

Petroleum Exporting Countries since the start of 

the year to prop up prices. U.S. shale producers 

are poised to further trim spending this year, 

that provide drilling and hydraulic fracturing 

services.

Outlook

OPEC Oil Production Drops To Eight-Year 

Low

Deeper production cuts at leading producer Saudi 

Arabia, lower output at sanctions-hit Iran, and 

outages in Libya and Venezuela sent OPEC’s crude 

oil production in July falling to its lowest level since 

2011.

energy  firms  reduced number of oil rigs operating 

for fourth week in row, putting rig  count  down for  

8th  consecutive  month  as  producers follow 

through on plans to cut spending on new drilling 

and completions. U.S. shale producers are poised to 

further trim spending this year, executives at 

companies that provide drilling and hydraulic 

fracturing services warned, as several took steps to 

idle more oilfield equipment. Separately, tensions 

have spiked between Iran and Britain when Iranian 

commandos seized a British flagged  tanker  in  the  

world's  most  important  waterway  for  oil  

shipments.  That came two weeks after British 

forces captured an Iranian oil tanker near Gibraltar, 

accused of violating sanctions on Syria.

Crude oil can witness short covering at 

lower levels as it move towards 4200 while 

taking support near 3750 on domestic 

bourses. In international market it can 

recover towards $62 while taking support 

near $50.

Key News

US oil rigs

The US oil and gas rig count fell by 8 again last week, 

according to Baker Hughes, adding to months of 

losses and bringing the overall rig count to the 

lowest in a year and a half. The total number of 

active oil rigs in the United States fell by 6 according 

to the report, reaching 770. U.S., the weekly oil rig 

count, an indicator of future production, fell for a 

fifth week in a row as most independent producers 

cut spending even though majors were still pushing 

ahead with investments in new drilling.
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Russia to stick to OPEC oil output deal in 

August

Russian oil production fell close to a three-year 

low in early July, as output was undermined by a 

row between Russian oil pipeline monopoly 

Transneft and the country's biggest producer 

Rosneft.

U.S. crude exports rise to monthly record 

of 3.16 mln bpd in June -U.S. Census

U.S. crude oil exports surged 260,000 barrels 

per day (bpd) in June to a monthly record of 3.16 

million bpd as South Korea bought record 

volumes and China resumed purchases, data 

from the U.S. Census Bureau showed.

.

Highlights of latest EIA report

EIA estimates that U.S. crude oil production 

averaged 11.0 million b/d in 2018, up 1.6 million 

b/d from 2017, achieving a record high for total 

production and year-over-year growth. EIA 

forecasts U.S. crude oil production will average 

12.4 million b/d in 2019 and 13.3 million b/d in 

2020, with most of the growth coming from the 

Permian region of Texas and New Mexico.

Russian oil output in July was in line with its 

OPEC agreement and Moscow plans to stick to 

the arrangements in August. The ministry said 

oil output in Russia - the world's largest crude 

exporter - in July was 290,000 barrels per day 

less than in October 2018, a reference date set in 

the deal between OPEC and several non-OPEC 

countries to cut oil supplies.

Russian output falls to three-year low as 

oil rivals clash

EIA forecasts that U.S. crude oil and petroleum 

product net imports will average 0.6 million b/d 

in 2019, down from an average of 2.3 million b/d 

in 2018. EIA forecasts the United States will be a 

net exporter of crude oil and petroleum products 

at a rate of 0.1 million b/d by the fourth quarter 

of 2019 and by an average of 0.5 million b/d in 

2020.

EIA forecasts total U.S. petroleum and other liquid 

fuels consumption will average 20.7 million barrels 

per day (b/d) in 2019, an increase of 250,000 b/d 

(1.2%) from 2018. In 2020, EIA forecasts that U.S. 

consumption will increase by 210,000 b/d (1.0%) to 

20.9 million b/d. The growth is primarily driven by 

increasing consumption of hydrocarbon gas liquids 

(HGL).

EIA’s forecast assumes the OPEC+ agreement will 

remain in place through the end of the first quarter 

of 2020, with OPEC+ continuing to target a 

balanced market through the forecast period. EIA 

expects the level of production cuts will contribute 

to a draw in global stocks in the third quarter of 

2019, before the global market sees some inventory 

builds in the fourth quarter of 2019 and a generally 

balanced market in 2020.

EIA expects global oil consumption will grow by an 

average 1.1 million barrels per (b/d) in 2019. This 

growth is 0.2 million b/d lower than forecast in the 

June STEO and marks the sixth consecutive month 

that EIA has revised down its 2019 global 

consumption growth forecast. EIA expects global 

oil consumption to increase by 1.4 million b/d in 

2020. The downward revision for 2019 reflects 

lower-than-expected oil consumption so far this 

year, in addition to slowing economic growth in 

many of the world’s largest oil-consuming 

countries.

EIA expects petroleum and other liquid fuels 

production in countries not part of the Organization 

of the Petroleum Exporting Countries (OPEC) to 

rise by 2.3 million b/d in 2019 and by 2.1 million b/d 

in 2020, compared with growth of 2.6 million in 

2018.
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Source: Reuters

Brent WTI Spread

 

Analysis: Brent WTI crude oil spread narrowed from 7.2 to below 6. Overall it can hover in range of $4-7 in the 

month of August. 
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Short-Term Weather Outlook

According to Natgasweather for August 5 to August 

11, “Hot high pressure will rule the West and 

southern US with highs of upper 80s to 100s, hottest 

over the Southwest and Texas. A weak weather 

system will impact the Midwest and East early in the 

week, followed by a brief break warming mid-week, 

followed by a brief break warming mid-week before 

a stronger weather system and cool shot arrives late 

in the week, but overall highs will be in the 70s and 

80s for these regions. Overall, demand will be 

moderate across the northern US and high across 

the western and southern US, but only strong 

enough to intimidate.”

EIA estimates of Natural gas

Natural Gas Consumption EIA estimates that total U.S. 

natural gas consumption averaged 82.1 billion cubic 

feet per day (Bcf/d) in 2018, and EIA expects it to 

increase by 2.5 Bcf/d (3.1%) in 2019 and then remain 

almost flat in 2020.

In 2019, EIA expects residential and commercial 

natural gas consumption to average 13.7 Bcf/d and 9.7 

Bcf/d, respectively, similar to 2018 levels. EIA expects 

consumption growth to be flat in 2019 mainly because 

its estimate of total heating degree days (HDD), based 

on historical data and forecasts by the National Oceanic 

and Atmospheric Administration (NOAA), will remain 

relatively unchanged from 2018. However, EIA expects 

2.8% fewer HDD in 2020, mainly because of a forecast 

milder first quarter compared with the same period in 

2019. EIA forecasts a 1.2% decline in residential natural 

gas consumption in 2020 and a 4.5% decline in the 

commercial sector.

Natural gas production has consistently reached new 

record-high levels in recent months. However, EIA 

expects production growth will begin to decelerate in 

the coming months. During the first half of 2019, EIA 

estimates that dry natural gas production averaged 89.9 

Bcf/d, a 12.2% increase from levels in the first half of 

2018. In the second half of 2019, EIA expects dry natural 

gas production to average 92.7 Bcf/d, a 7.1% increase 

from the second half of 2018.

Natural gas 

Natural gas traded on weaker path on lack of 

demand amid less cold weather conditions in US. 

Natural gas has remained under selling pressure on 

unfavorable weather and decline in demand. The 

weather has remained milder than normal for this 

time of year which has weighed on cooling demand. 

This comes as production continues to rise and 

accelerate according to the EIA. Overall it traded in 

range of $2.11-2.48 in NYMEX and 145.50-170.60 

in MCX in the month of July. EIA forecasts that 

Henry Hub natural gas spot prices will average 

$2.50 per million British thermal units MMBtu in 

the second half of 2019 and $2.77 per MMBtu in 

2020.

EIA  forecasts  that  Henry  Hub  natural  gas  spot  

prices  will  average  $2.50  per  million  British  

thermal  units MMBtu in the second half of 2019 

and $2.77 per MMBtu in 2020. US weather 

condition is turning into near normal temperature 

as per 6 10 days and 8 -14 days.

Natural gas counter can trade with weak bias 

as it can test 130 while facing resistance near 

170 in the month of August.
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