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CRUDE OIL Black Gold Tumbling Lower



Fear of global oil prices war as OPEC fail to strike deal with Russia

Recently OPEC’s failure to strike a deal with its allies regarding production cuts caused Saudi Arabia to slash its prices as it 

reportedly gets set to ramp up production, leading to fears of an all-out price war. On Saturday, Saudi Arabia announced massive 

discounts to its official selling prices for April, and the nation is reportedly preparing to increase its production above the 10 million 

barrel per day mark. The kingdom currently pumps 9.7 million barrels per day, but has the capacity to ramp up to 12.5 million barrels 

per day. OPEC and Russia oil price war unequivocally started when Saudi Arabia aggressively cut the relative price at which it sells 

its crude by the most in at least 20 years. Saudi Arabia’s price cut followed a breakdown of talks in Vienna last week. Last week, 

OPEC recommended additional production cuts of 1.5 million barrels per day starting in April and extending until the end of the year. 

But OPEC ally Russia rejected the additional cuts when the 14-member cartel and its allies, known as OPEC+, met last week. The 

meeting also concluded with no directive about the production cuts that are currently in place but set to expire at the end of the month. 

This effectively means that nations will soon have free rein over how much they pump.

Coronavirus outbreak has led to softer demand for crude

US production at record

Crude oil production in the U.S. reached a new record high of 13.1 million barrels per day (bpd) for the week ending Feb. 28, 

according to data released by the Energy Information Administration (EIA). The world's biggest crude oil producer saw its output 

increase by 1,000 bpd in the state of Alaska and rise by 100,000 bpd in other states excluding Hawaii, bringing total crude output in 

the country from 13 million bpd to approximately 13.1 million bpd.

Overview

Crude oil prices continued to plunge sharply lower as its prices have drastically fallen more 

than 55 per cent from the highs of nearly $65 since beginning of this year. Since the beginning of 

the year it has remained under selling pressure as worries about demand for fuel being sapped by the 

global coronavirus outbreak and record US crude oil production adversely impacted the prices. 

Meanwhile OPEC’s failure to strike a deal with its allies regarding production cuts caused Saudi 

Arabia to slash its prices as it reportedly gets set to ramp up production, leading to fears of an all-out 

price war. OPEC and Russia oil price war unequivocally started when Saudi Arabia aggressively cut the relative price at which it sells 

its crude by the most in at least 20 years. Today crude oil fell by the most since 1991 after Saudi Arabia started a price war with Russia 

by slashing its selling prices and pledging to unleash its pent-up supply onto a market reeling from falling demand because of the 

coronavirus outbreak. The oil markets witnessed the worst price dip since the 1991 Gulf War as Brent prices plunged to $31.02 per 

barrel and WTI dropped below $28 per barrel. Saudi Arabia, the world's biggest oil exporter, is attempting to punish Russia, the 

world's second-largest producer, for balking at production cuts proposed by the Organization of the Petroleum Exporting Countries 

(OPEC).

Bearish factors impacting crude oil

China's efforts to curtail the coronavirus outbreak has disrupted the world's second-largest economy and curtailed shipments to the 

largest oil importer. The spread to other major economies such as Italy and South Korea and the burgeoning cases in the United 

States has increased the concerns that oil demand will slump this year. Major banks such as Morgan Stanley and Goldman Sachs 

have cut their demand growth forecasts, with Morgan Stanley predicting China will have zero demand growth in 2020 while Goldman 

is seeing a contraction of global demand of 150,000 barrels per day.

Saudi Aramco aims to lift its output

Saudi Aramco aims to lift its output above 10 million barrels per day (bpd) in April, possibly as high as 11 million bpd. Given its current 

output is around 9.7 million bpd, this means as much as an extra 1.3 million bpd could flood the market next month - just as demand is 

taking a major hit from the economic fallout of the global coronavirus epidemic. But pumping more oil was only one of the two barrels 

fired by the Saudis. The other was a massive cut to their official selling prices (OSPs) for April. The OSP for Saudi Aramco’s 

benchmark Arab Light grade was cut by $6 a barrel for Asian customers, the destination of about two-thirds of the kingdom’s exports. 

This was the largest monthly cut stretching back to 2003. The prevailing logic was that the Saudis wanted to send a message to 

Russia: Extending and increasing output restrictions would have been a good idea, and that it would have been in all the producers’ 

interests to make this happen. Other Middle Eastern producers such as Kuwait, Iran and Iraq will have little choice but to match the 

Saudi price cuts, as will other exporters around the world, unless they are prepared to lose market share or shut-in wells.
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MCX CRUDE OIL CHART

Source: Investing.com

Crude Oil Price plummeted more than 30%, near 4-year low on a concern of the disintegration of the OPEC+ alliance triggered an all-

out price-war among the world’s biggest producers. Based on present structure support hold at Feb’16 low 1805 whereas resistance 

seen near 2630. If price failed to break below 1805 then we may witness a sharp rally towards 2630-2990. Alternative scenario 

indicates that if prices break and sustain below the level of 1805 then bearish rally may extended till the level of 1680 which is 

considered as buying opportunity. 

Source: Reuters

Technical analysis of Crude oil
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WTI NYMEX CRUDE OIL CHART

WTI Crude charts are heading towards 2016 low $26.19 which is considered as immediate support. Resistance for the counter is 

seen near $34-$37. Break and sustain below $26.20 may extend bearish rally towards $18 which is considered as buying 

opportunity. On the other hand if price failed to sustain below the $18.20 then we may witness corrective rally towards $34-$37.

Source: Reuters

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in 

securities/commodities market.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any 

warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks involved before making any investment decision. 

The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of the subject commodity.

SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related 

activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI (Metropolitan Stock Exchange of India Ltd.) and M/s SMC Comtrade Ltd is a registered 

member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL 

and NSDL. SMC’s other associates are registered as Merchant Bankers, Portfolio Managers, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI as a Mutual Fund Distributor. 

DISCLAMIER: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. It is only for private circulation and 
use. The Research Report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the 
contents of this Research Report. The Research Report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of the SMC. The contents of this material are 
general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage that may arise to any person 
due to any action taken on the basis of this Research Report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an individual 
client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the macro and 
micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions. 

Please note that SMC its affiliates, Research Analyst, officers, directors, and employees, including persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short 
positions in, and buy or sell the commodity thereof, mentioned here in or (b) be engaged in any other transaction involving such commodities and earn brokerage or other compensation or act as a market maker in the 
commodities discussed herein(c) may have any other potential conflict of interest with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of 
Delhi High court. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.

11/6B, Shanti Chamber,

Pusa Road, New Delhi - 110005

Tel: +91-11-30111000

www.smcindiaonline.com

Corporate Office:

E-mail: smc.care@smcindiaonline.com

Mumbai Office:

Lotus Corporate Park, A Wing  401 / 402 , 4th Floor , 

Graham Firth Steel Compound, Off Western 
Express Highway, Jay Coach Signal, Goreagon 
(East) Mumbai - 400063

Tel: 91-22-67341600, Fax: 91-22-67341697
Fax: 033 6612 7004/033 4058 7004

Kolkata Office:

18, Rabindra Sarani, Poddar Court, Gate No-4,

5th Floor, Kolkata - 700001

Tel.: 033 6612 7000/033 4058 7000

3


	Page 1
	Page 2
	Page 3
	Page 4

