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In the month of May, crude oil prices witnessed 

roller coaster ride as its prices continued its upside 

momentum in initial part month as rising tensions 

in the Middle East stoked fears of potential supply 

disruptions but prices fell sharply lower in later part 

of the month as concerns the Sino-U.S. trade war 

could trigger a broad economic slowdown dragged 

the prices lower. A Saudi-led military coalition in 

Yemen carried out several air strikes on the Houthi-

held capital Sanaa after the Iranian-aligned 

movement claimed responsibility for drone attacks 

on two Saudi oil pumping stations earlier last 

month. U.S. President Donald Trump has told his 

top advisers he does not want to get the United 

States involved in a war with Iran. Iran, under U.S. 

sanctions that prevent its oil from being sold 

anywhere in the world, has warned the other oil 

producers in the Middle East as well as the United 

States in recent weeks of "consequences" for their 

actions, prompting Washington to move a warship 

and bombers to the region. Bearish momentum was 

witnessed in crude oil as global growth concerns due 

to growing trade conflicts and record US crude 

output is kept the prices under pressure. Overall it 

traded in range of $53.05-63.93 in NYMEX and in 

range of 3758- 4474 in MCX.

Outlook

Overview 

Crude Oil

Crude oil prices may continue to remain on subdued 

path as global economic slowdown and swelling fuel 

inventories kept the prices downbeat. But multiple 

supply risks remain, as tension continues between 

Iran and the U.S., which can cap the downside. U.S. 

sanctions on Iran’s and Venezuela’s oil industries 

would likely further reduce crude exports from 

OPEC, of which both countries are members. The 

key OPEC meeting, which was scheduled to be held 

in Vienna on 25 June, followed by the OPEC+ 

meeting on 26 June, has been delayed until the first 

week of July. Meanwhile increasing crude oil 

inventories and slumping U.S. manufacturing 

activity exacerbated trade related concerns about 

global demand thereby keeping the prices under 

pressure. After weeks of fruitless negotiations and 

more tariffs and retaliatory tariffs that the world’s 

Key News

China's crude oil imports from Saudi Arabia up 

43% y/y in April 

The world will require very little extra oil from OPEC 

this year as booming U.S. output will offset falling 

exports from Iran and Venezuela, the International 

Energy Agency stated recently. The IEA, which 

coordinates the energy policies of industrial nations, 

stated that Washington’s decision to end sanctions 

waivers that had allowed some importers to continue to 

buying Iranian crude added to the "confusing supply 

outlook.

Crude oil can witness further selling pressure 

booking at higher levels as it can test 3200 by 

facing resistance near 4100.

U.S crude oil production fell 187,000 barrels per day in 

February to 11.7 million bpd as output dropped in the 

Gulf of Mexico and key on-shore oil producing states 

including Oklahoma and North Dakota.

Rising U.S. oil output helps fill gap left by Iran, 

Venezuela – IEA

The US drilling rig count gained a single rig to reach 984 

rigs working for the week ended May 31, according to 

Baker Hughes data. The count is down 76 units from the 

1,060 rigs working this time a year ago.

China's crude oil imports from Saudi Arabia rose 43% 

last month, making the Middle Eastern OPEC kingpin 

once again the top supplier to the world's second-

biggest economy, boosted by demand from new private 

refiners.

U.S crude output declines in Feb for second 

month

US oil rigs

two biggest economies slapped on each other, China 

said last month that the talks about resolving the trade 

dispute can’t resume until the U.S. addresses its ‘wrong 

actions.

June 2019

Crude Oil
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Highlights of latest EIA report

EIA forecasts that crude oil production in the 

Organization of the Petroleum Exporting Countries 

(OPEC) will average 30.3 million barrels per day 

(b/d) in 2019, down by 1.7 million b/d from 2018. In 

2020, EIA expects OPEC crude oil production to fall 

by 0.4 million b/d to an average of 29.8 million b/d. 

Production in Venezuela and Iran account for most 

OPEC sees more 2019 demand for its oil as it 

keeps cutting output

OPEC stated that world demand for its oil would be 

higher than expected this year as supply growth 

from rivals including U.S. shale producers slows, 

pointing to a tighter market if the exporter group 

refrains from raising output. Supply losses in OPEC 

members Iran and Venezuela, both under U.S. 

sanctions, have deepened the impact of an OPEC-

led production-limiting deal. The so-called OPEC+ 

group of producers meets next month to review 

whether to maintain the pact beyond June.

For the 2019 summer driving season, which runs 

from April through September, EIA forecasts that 

U.S. regular gasoline retail prices will average $2.92 

per gallon (gal), up from an average of $2.85/gal last 

summer. The higher forecast gasoline prices 

primarily reflect EIA’s expectation of higher gasoline 

refining margins this summer, despite slightly lower 

crude oil prices.

of the OPEC output declines in 2019 and in 2020, but 

EIA expects these declines to be partially offset by 

production increases from other OPEC members.

EIA forecasts global oil inventories will decline by 0.2 

million b/d in 2019 and then increase by 0.1 million b/d 

in 2020. Global demand outpaces supply in 2019 in 

EIA’s forecast, but global liquid fuels supply then rises 

by 1.9 million b/d in 2020, with 1.5 million of that 

growth coming from the United States. Global oil 

demand rises by 1.5 million b/d in 2020 in the forecast, 

up from expected growth of 1.4 million b/d in 2019.

Source: Reuters

June 2019

Analysis: Brent WTI crude oil spread narrowed from 11 to below 9. Overall it can hover in range of $6-10 in the 

month of June.

Brent WTI Spread

 

Source: Reuters
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average”. The weather outlook is soft, but when 

combined with the anxiety created by the 

uncertainty over U.S. trade policy, a gloomier 

picture emerges.

Natural gas traded on sideways to weaker path on 

lack of demand amid less cold weather conditions in 

US. Overall it traded in range of $2.44-2.70 in 

NYMEX and 171.90-188.70 in MCX in the month of 

May. 

Natural Gas Demand Rise but is Offset by 

Rising Supply

Weather patterns for the first half of June continue 

to show upper high pressure not being strong 

enough to expect widespread or impressive heat,” 

according to Natgasweather. Weather-driven 

demand gains “would need to be considerable if 

builds are to finally print smaller than the five-year

Demand for natural gas is rising driven by the 

electric power sector. Total US consumption of 

natural gas rose by 2% compared during last week of 

May according to data from the EIA. Natural gas 

consumed for power generation climbed by 12% 

week over week with increased demand for cooling. 

Industrial sector consumption decreased by 2% 

week over week. In the residential and commercial 

sectors, consumption declined by 10%. Natural gas 

exports to Mexico increased by 5%.

Natural gas counter can trade with weaker 

bias as it can slip lower towards 150 while 

facing resistance near 190 in the month of 

June.

EIA estimates that natural gas inventories ended March 

at 1.2 trillion cubic feet (Tcf),16% lower than levels from 

a year earlier and 29% lower than the five-year 

(2014–18) average. EIA forecasts that natural gas 

storage injections will outpace the previous fiveyear 

average during the April-through-October injection 

season and that inventories will reach 3.7 Tcf at the end 

of October, which would be 15% higher than October 

2018 levels and about equal to the five-year average.

EIA estimates of Natural gas

The Henry Hub natural gas spot price averaged 

$2.64/million British thermal units (MMBtu) in April, 

down 31 cents/MMBtu from March. Prices fell as a 

result of warmer than- normal temperatures across 

much of the United States, which reduced the use of 

natural gas for space heating and contributed to above-

average inventory injections during the month. EIA 

expects strong growth in U.S. natural gas production to 

put downward pressure on prices in 2019 and in 2020. 

EIA expects Henry Hub natural gas spot prices will 

average $2.79/MMBtu in 2019, down 36 cents/MMBtu 

from 2018. The forecasted 2020 average Henry Hub 

spot price is $2.78/MMBtu.

EIA forecasts that dry natural gas production will 

average 90.3 billion cubic feet per day (Bcf/d) in 2019, 

up 6.9 Bcf/d from 2018. EIA expects natural gas 

production will continue to grow in 2020 to an average 

of 92.2 Bcf/d.

U.S. natural gas futures can get support on forecasts 

for demand to rise over the next two weeks as the 

weather warms and power generators burn more 

fuel to keep air conditioners humming.

Short-Term Weather Outlook

Natural gas 

Weather systems with showers and thunderstorms 

continue across the West, although warmer with highs 

of 70s to near 100F, hottest over the Southwest. Texas to 

the Mid-Atlantic Coast remains very warm to hot with 

highs of 80s & 90s, although cooling by several degrees 

over the Southeast as upper high pressure weakens. 

Mostly warm conditions continue from Chicago to NYC 

with highs of upper 60s to 80s, although with showers 

and slight cooling late this weekend.
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