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Crude Oil prices extending gains, after OPEC and its allies agreed not to increase supply in April as they await a more 

substantial recovery in demand amid the coronavirus pandemic. Brent crude futures (the widely used benchmark for 

international oil prices) jumped over $70 a barrel for the first time since the COVID-19 outbreak, following reports of attacks 

on Saudi Arabian oil facilities. OPEC and its allies agreed to keep production unchanged, reasoning that the demand recovery 

from the coronavirus pandemic was still fragile. The group’s leader Saudi Arabia said it would extend its voluntary oil output 

cut of 1 million barrels per day (bpd), and decide in coming months when to gradually phase it out. Despite fast-rising crude 

prices, Saudi Arabia's oil minister has voiced doubts about on-demand recovery. Russia was allowed to raise output by 130,000 

bpd in April and Kazakhstan by another 20,000 bpd. However Saudi Energy Minister Prince Abdulaziz bin Salman urged 

caution despite fast-rising crude prices. Elsewhere, Indian oil minister Dharmendra Pradhan warned higher prices could 

threaten the consumption-led recovery in some countries. Since the price rally over stretched, it is advisable to buy at dip. The 

overall price trend is still bullish. 

Tension in middle-east

Oil prices are getting support after Iran-backed Houthi rebels unleashed a coordinated attack on Saudi Arabia oil facilities and 

military bases including Saudi Aramco’s facility at Ras Tanura, with Riyadh labeling the attack as a failed assault on global 

energy security after the drones and missiles were intercepted. Ras Tanura is capable of exporting roughly 6.5 million barrels a 

day, and as such is critical to the Saudi oil industry. The U.S., under the Joe Biden administration, also carried out airstrikes in 

Syria in January on sites it said were related to Iran-backed groups.

 

Demand is still in the bay

While Asian crude oil imports have been strong since the start of 2021, signs have already emerged that Chinese imports could 

slow down in the second quarter.  Many of China’s independent refiners have already used up their import quotas earlier this 

year with much of the crude purchased in October and November when oil prices averaged about $US40 per barrel. The recent 

increase in crude oil prices to $US65 per barrel has slowed demand from both China and India. Several refineries in China will 

also close for maintenance between March and June, which could further impact demand. China is also reportedly close to 

reaching its storage capacity limits, and it would not make sense to fill it to capacity with $60-plus oil when it went on a buying 

spree at $20-30 oil last spring.

India has also called for OPEC+ to boost production, saying that it does not support “artificial cuts to keep the price going up.” 

The world’s third-largest oil importer, India, is concerned about OPEC+ decision not to lift oil production in April could hurt 

the consumption-led recovery in oil demand. 

Ultra-stimulative monetary policies may spike inflation

While the rollout of coronavirus vaccines, slowing infections, easing of lockdowns and the imminent new US stimulus are 

stoking optimism about faster global recovery, investors are increasingly worried that ultra-stimulative monetary policies -- a 

key pillar of the year-long equity surge -- will be wound down if inflation spikes. This may finally also dent the global recovery 

and oil demand as well as. 

Outlook 

In the month of Feb, crude oil prices roses over 20% in MCX and nearly 18% in NYMEX as the market buoyed by falling U.S. 

crude inventories and cold weather racked portions of the U.S. and fostered demand for power and fuel while simultaneously 

threatened to hamstring production in Texas. Winter storm and arctic blast of cold weather that was making its way south to 

Houston may have some severe impacts on the oil industry. OPEC oil output fell in February as a voluntary cut by Saudi Arabia 

added to agreed reductions under a pact with allies. Compliance with pledged cuts in February was 121%, the survey found, up 

from 103% in January. Iran, which is exempt from OPEC cuts and hoping to raise exports if U.S. sanctions are eased, also 

supplied less crude in February as a surge in exports appeared to run out of steam.
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Weekly Price movement of crude oil in MCX

Source: Reuters

Looking ahead in Mar 2021, Crude oil prices continue to trade with buying on dips strategy as 

current level is over stretched and not accordance to demand-supply fundamental where resistance 

is seen near 5000 levels, support is seen near 4400 considered as buying opportunities. 

Weekly Price movement of crude oil in NYMEX

Source: Reuters

March 2021
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Weekly Price movement of Natural gas in MCX

Source: Reuters

Natural gas continues to trade sideways with weak bias where resistance is seen near 220 and 

support is seen near 175. Higher volatility is expected in Natural gas.

Major News 

 

Natural gas prices are expected to remain in the range with weak bias and thus sell on rise should be a good strategy for this 

commodity. Weather worries and bearish government storage report may weigh on prices. But losses may have been limited by 

an optimistic outlook for LNG exports and a robust U.S. jobs report that indicated the economic recovery may be picking up 

momentum.

In India, sales of diesel, the country's most-used fuel and a proxy for economic health, dropped by 6.6 percent in the first half of 

January compared with the same period in December, and was down 3.5 percent from a year earlier. Sales of gasoline, jet fuel 

and liquefied petroleum gas also declined. In Europe, road use in the UK, France, Italy and Spain was down 37 percent in early 

January compared with pre-pandemic levels, the weakest since June.

OPEC expects global oil demand in 2021 to grow by 5.8 million bpd to about 96 million bpd. That compares with about 100 

million bpd in 2019, before demand plummeted in 2020 due to the pandemic. The IEA estimated that global oil demand would 

rise by 5.4 mbpd in 2021 to reach 96.4 mbpd. Russia has been widely expected to push for more increases. But in February it 

failed to raise output despite being allowed to do so by OPEC+ as harsh winter weather hit output at mature fields.

• The weather is expected to be colder than normal in the US’s western portion over the next 2-weeks but warmer than 

normal in the mid-west and the east coast. The calendar is now moving into the end of the withdrawal season, and prices 

will likely remain rangebound unless there is another disruption or a cold spell.

• LNG export levels topped 11 Bcf, hanging near record levels after rebounding from the interruptions imposed by the Arctic 

storm and frigid temperatures that derailed the Texas energy sector in February, Natural Gas Intelligence (NGI) reported.

Global oil demand 

Natural Gas 



5

E
N

E
R

G
Y

Weekly Price movement of Natural gas in NYMEX

Source: Reuters

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.

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. 

Corporate Office:

www.smcindiaonline.com

Pusa Road, New Delhi - 110005

11/6B, Shanti Chamber,

Tel: +91-11-30111000

E-mail: smc.care@smcindiaonline.com

Mumbai Office:

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

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

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

Tel.: 033 6612 7000/033 4058 7000

Kolkata Office:

18, Rabindra Sarani, Poddar Court, 
Gate No-4,5th Floor, Kolkata-700001

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. 

March 2021


	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6

