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In the month of Sep, crude oil prices traded with lot 

of volatility as supply disruptions regarding Saudi 

Arabia oil installations and uncertainty regarding 

geopolitical tensions in Middle East kept the 

investors jittery. Saudi Arabian supply risk came 

into focus on fears of longer-than-expected supply 

shortfalls. Overall it traded in range of $52.84-63.38 

in NYMEX and in range of 3826- 4555 in MCX. But 

during latter part of the month crude oil shed its 

gains on resumption of crude oil from Saudi Arabia. 

Oil prices remained at comparatively elevated levels 

in the middle part of the month as attack on Saudi 

Arabia’s largest oil processing facility that halved 

output at the world’s top oil exporter. European 

powers - Britain, Germany and France - backed the 

United States in blaming Iran for the Saudi oil 

attack, urging Tehran to agree to new talks with 

world  powers  on i ts  nuclear  and miss i le 

programmes and regional security issues. 

Meanwhile  in  US, Gulf  Coast  was  hit  hard  by  

Tropical  Storm  Imelda  as  flooding  forced  a  

major  refinery  to  cut production and a key oil 

pipeline, terminals and a ship channel in Texas were 

shut.

Crude oil prices may witness some recovery at lower 

levels in the month of Oct. Crude oil prices fell 

recently as demand concerns and worries of weak 

global economic growth and its effect on oil demand 

are once again back in markets with sluggish 

economic  data  out  of  Europe  and  Japan. Oil bulls 

have been discouraged by quicker-than-expected 

return of Saudi oil output.  Kingdom has now 

restored production capacity to 11.3Mbpd and has 

managed to maintain supplies to customers at levels 

prior to attacks by drawing from its inventories. The 

attacks, which knocked out 5.7 million bpd of 

production, initially sent oil prices up 20% although 

Outlook

Overview 

ENERGY COMPLEX they dropped soon after as the kingdom pledged to 

bring back output by the end of September. The 

expected lower demand for U.S. oil inputs into 

refineries led to U.S.  U.S. announced it would send air 

defense systems and troops to Saudi Arabia following 

attacks on the country’s oil production facilities that 

shut half of its output. 

Crude oil can witness some short covering in the 

month of October as it can recover towards 

4300 while taking support near 3700 on 

domestic bourses. In international market it 

can recover towards $56 while taking support 

near $50.

Key News

 

US oil rigs

U.S. energy firms last week reduced the number of oil 

rigs operating for a seventh week in a row as producers 

follow through on plans to cut spending on new drilling 

this year. Drillers cut 3 oil rigs in the week to Oct. 4, 

bringing the total count down to 710, the lowest since 

May 2017. The oil rig count, an early indicator of future 

output, has declined over a record 10 months as 

independent exploration and production companies cut 

spending on new drilling as they focus more on earnings 

growth instead of increased output. That decline in the 

rig count helped cut U.S. crude output in July to 11.81 

million barrels per day (bpd), its third monthly decline 

from a record high of 12.12 million bpd in April.

Saudi Aramco restores oil output earlier 

than expected

Saudi Arabia has restored its oil production capacity to 

11.3 million barrels per day, three sources briefed on 

Saudi Aramco's operations maintaining a faster than 

expected recovery after the Sept. 14 attacks on its oil 

facilities. Crude output from the Khurais field is now at 

1.3 million bpd and the Abqaiq plant is currently at 

October 2019
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OPEC members Iraq, Nigeria agree to 

cut oil out-put

about 4.9 million bpd.

India’s stuttering economy hits global 

oil demand

India’s oil consumption is growing well below its 

long-term trend as the country struggles with a 

widespread economic slowdown. The slowdown is 

part of a worldwide economic deceleration, which is 

weighing heavily on the motor industry.

U.S. shale oil output to rise to record 8.8 

mln bpd in Oct -EIA

U.S. oil output from seven major shale formations is 

expected to rise by 74,000 barrels per day (bpd) in 

October to a record high 8.843 million bpd, the U.S. 

Energy Information Administration said in its 

monthly drilling productivity report.

Iran says it will adopt maximum crude 

output policy if US lifts sanctions

Iran will adopt a policy of maximum crude 

production if the United States lifts sanctions on the 

country's oil industry. But Iran has ruled out talks 

until all sanctions imposed on it are lifted. European 

parties to the deal have struggled to calm the 

deepening confrontation between Iran and the 

United States.

 

OPEC agreed to trim oil output by asking over-

producing members Iraq and Nigeria to bring 

production in line with their targets as the group 

strives to prevent a glut amid soaring U.S. 

production and a slowing global economy. OPEC+ 

has overcomplied on average with its agreed cut of 

1.2 million barrels per day (bpd) as Iranian and 

Venezuelan exports collapsed due to sanctions. But 

some members, such as Iraq and Nigeria, have been 

producing above their quota

Highlights of latest EIA report

EIA forecasts U.S. crude oil production will average 12.2 

million b/d in 2019, up by 1.2  million from the 2018 

level. Forecast crude oil production then rises by 1.0 

million b/d in  2020 to an annual average of 13.2 million 

b/d . The slowing rate of crude oil production growth  

reflects relatively flat crude oil price levels and slowing 

growth in well- level  productivity.

EIA forecasts that global liquid fuels consumption will 

increase by 0.9 million barrels per  day (b/d) in 2019, 

down from  year- over -year growth of 1.3 million b/d in 

2018. The  slowing liquid fuels demand growth reflects 

EIA’s assumption (based on forecasts from  Oxford 

Economics) of decelerating growth in global oil -

weighted gross domestic product 

Brent WTI Spread

Analysis: Brent WTI crude oil spread moved in range 

of 5-6.5. Overall it can hover in range of $4-7 in the 

month of October. 

(GDP). EIA expects that global liquid fuels demand will 

increase by  1.4 million b/d in  2020 as a result of an 

expected increase in global GDP growth.

Source: Reuters
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EIA forecasts natural gas spot prices at Henry Hub to 

average $2.55 per million British thermal units 

(MMBtu) in 2020.

Natural gas storage injections have outpaced the five-

year (2014–18) average so far during the 2019 injection 

season as a result of rising natural gas production. At the 

beginning of April, the natural gas inventory injection 

season started with working inventories 28% lower than 

the five-year average for the same period. By the week 

ending August 30, working gas inventories were 82 

billion cubic feet (Bcf), or 3%, lower than the five-year 

average of 3,023 Bcf. EIA forecasts that natural gas 

storage levels will be 3,769 Bcf by the end of October, 

which is slightly higher than the fiveyear average and 

16% higher than October 2018 levels.

EIA forecasts that U.S. dry natural gas production will 

average 91.4 billion cubic feet per day (Bcf/d) in 2019, 

up 8.0 Bcf/d from 2018. EIA expects monthly average 

natural gas production to grow in late 2019 and then 

decline slightly during the first quarter of 2020 as the 

lagged effect of low prices in the second half of 2019 

reduces.

EIA estimates of Natural gas

Bespoke Weather Services said on last week that , 

“Models showed hints that another push of colder 

air could come into the eastern United States at the 

end of the 11- to 15-day period, preventing the 

outlook from being bearish.” “At this time, we are 

not expecting to see demand rise to the same levels 

as we saw starting in the middle of October last 

year,”

Mid-Term Weather Outlook (11-15 

Days)

Natural gas got under pressure as EIA showed a 

build of 102 billion as opposed to an expected 90 

billion. The weather is expected to be much warmer 

than normal over next 6-10 days, but then it will 

turn cooler reducing cooling demand over the 8-14 

day forecast.

Natural gas witnessed lower level buying on 

favourable weather but upside was capped on 

bigger-than-expected storage build which knocked 

prices further off their highest in nearly five months. 

Overall it traded in range of $2.26-2.71 in NYMEX 

and 165.90-194.90 in MCX in the month of Sep. 

Meteorologists forecast colder-than-normal 

temperatures in the western third of the country, 

warmer in the eastern two-thirds. 

Overview

Natural Gas

Natural gas counter can witness lower level 

buying as it can recover towards 180 while 

taking support near 150 in the month of 

October. While in international market it 

can test 2.50 while taking support near 2.20.
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