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Outlook

Crude Oil

Crude futures witnessed some profit booking from 

higher levels recently as U.S. President Donald 

Trump stated that he would sharply hike tariffs on 

Chinese goods this week, risking derailing months of 

trade talks between the world's two biggest 

economies. Recently it rose to 2019 highs earlier 

after the United States stated that it would end all 

exemptions for sanctions against Iran, demanding 

countries halt oil imports from Tehran from May or 

face punitive action from Washington. The Trump 

administration stated recently that it will not renew 

exemptions granted last year to buyers of Iranian oil, 

a more stringent than expected decision that caught 

several key importers who have been pleading with 

Washington to continue buying Iranian oil 

sanctions-free. The U.S. reimposed sanctions in 

November last year on exports of Iranian oil after 

President Donald Trump unilaterally pulled out of a 

2015 nuclear accord between Iran and six world 

powers. Washington, however, granted Iran’s eight 

main buyers of oil, mostly in Asia, waivers to the 

Overview 

In the month of April ,crude oil prices continued its 

upside momentum as it rallied to its highest level 

this year propelled by ongoing supply cuts led by 

producer club OPEC + and by U.S. sanctions on 

petroleum exporters Iran and Venezuela. But some 

sharp profit booking was witnessed during last part 

of the month. Oil markets continued to support by 

steady economic growth in China. China’s economy 

grew by 6.4 percent in the first quarter defying 

expectations for a further slowdown and assuaging 

global markets as a U.S.-China trade deal also 

appears near. Refinery throughput in China - the 

world’s second-largest crude user - rose 3.2% in 

March from a year earlier. Global supply has been 

tightened further by U.S. sanctions on OPEC 

members Venezuela and Iran. Iran’s crude exports 

have dropped in April to their lowest daily level this 

year suggesting a drawdown in buyer interest ahead 

of expected further pressure from Washington. In 

June, OPEC and its partners will decide whether to 

extend their agreement, but Russia’s willingness to 

stick with the cuts now looks less clear. Meanwhile 

soaring US production capped the upside to some 

extent. Overall it traded in range of $60.13-66.60 in 

NYMEX and in range of 4193- 4692 in MCX.

Three of eight countries granted waivers by Washington 

to import oil from Iran have now cut the imports to zero, 

a U.S. official adding that improved global oil market 

conditions would help reduce Iranian crude exports 

further. The United States reimposed sanctions on Iran 

after President Donald Trump last May withdrew the 

country from a 2015 nuclear deal between Iran and 

several world powers, accusing it of supporting 

terrorism and conflicts in Syria and Yemen.

US oil rigs

The number of active oil and gas rigs fell slightly in the 

United States last week according to Baker Hughes, 

after two large drops in the two previous weeks, keeping 

Oil prices hit their highest level so far in 2019, with 

Brent crude approaching $70 a barrel on the prospect 

that more sanctions against Iran and Venezuelan 

disruptions could deepen an OPEC-led supply cut. 

China, India, Japan, South Korea and Turkey are likely 

to be given waivers that could cap Iran's crude oil 

exports at about 1.1 million barrels per day.

Three countries cut Iran oil imports to zero -

U.S. envoy

sanctions which allowed them limited purchases for 

half-a-year. International Energy Agency (IEA) stated 

that global oil markets are adequately supplied and 

spare production capacity remained at comfortable 

levels while highlighting the need to avoid higher oil 

prices amid fragile global economic growth.

Crude oil can trade with sideways bias as it 

can support 4000 by facing resistance 

near 4600.

Venezuela oil exports stable in March despite 

sanctions, blackouts

Venezuela's state-run energy company, PDVSA, kept oil 

exports near 1 million barrels per day in March despite 

U.S. sanctions and power outages that crippled its main 

export terminal, according to PDVSA documents. The 

OPEC member stabilized exports in March after 

shipments fell about 40 percent in February from the 

prior months, in the immediate aftermath of the United 

States announcing it would impose sanctions on oil 

sales to choke off the main source of revenue for socialist 

President Nicolas Maduro.

Key News
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Russia signals OPEC and allies could raise oil 

output from June

the overall rig count well below year-ago levels for a 

third week in a row. The total number of active oil 

and gas drilling rigs in the United States fell by 1 

according to the report, with the number of active oil 

rigs gaining 2 to reach 807 and the number of gas 

rigs falling by 3 to reach 183.The combined oil and 

gas rig count is now down year on year, with oil 

seeing a 27-rig decrease year on year and gas rigs 

down 13 since this time last year.

After Texas pushed the United States over the last 

decade to become the world's biggest oil producer 

last year, the heart of the shale revolution is starting 

to show fatigue. The volume of crude being pumped 

out of Texas recently saw its first monthly dip in a 

year in March this year. U.S. crude supply ballooned 

in 2018, which overall production rising by 1.7 

million bpd to a record 10.9 million bpd in 2018. 

That was the biggest year-over-year increase in 

output, according to EIA data going back to 1859.

U.S. crude output growth could slow as shale 

revolution loses momentum

One of the key Russian officials to foster a supply 

pact with OPEC, Kirill Dmitriev, signalled that 

Russia wanted to raise oil output when it meets with 

OPEC in June because of improving market 

For the 2019 summer driving season that runs from 

April through September, EIA forecasts that U.S. 

regular gasoline retail prices will average $2.76 per 

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

summer.

EIA forecast U.S. lower 48 onshore crude oil production 

will average 10.5 million b/d in 2020, which is more 

than 0.2 million b/d above the 2020 forecasted earlier. 

The higher crude oil production is the result of both 

higher forecast prices in 2019 that have a lagged effect 

on production and of data updates that increased 

drilling levels in the Permian Basin. Additionally, EIA 

forecasts Gulf of Mexico offshore crude oil production 

will average 2.1 million b/d in 2020, which is almost 0.2 

million b/d below the 2020 forecast in the earlier 

forecast. The lower forecast is the result of model 

adjustments that updated decline rate forecasts. The 

net effect of these changes is that forecast total U.S. 

crude oil production is 0.1 million b/d more than in the 

earlier forecast.

EIA estimates that U.S. crude oil production averaged 

12.1 million barrels per day (b/d) in March, up 0.3 

million b/d from the February average. EIA forecasts 

that U.S. crude oil production will average 12.4 million 

b/d in 2019 and 13.1 million b/d in 2020, with most of 

the growth coming from the Permian region of Texas 

and New Mexico.

conditions and falling stockpiles.

Highlights of latest EIA report

Source: Reuters

May 2019

Brent WTI Spread

Analysis: Brent WTI crude oil spread widened from 6.8 to above 8.8. Overall it can hover in range of $5-11 in the 

month of May.
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According to Natgasweather, “A stronger cool front 

will follow behind the weekend system across the 

central and northern US where lows will drop into the 

20s to 40s. A reinforcing cool shot will follow across the 

northern US early week to keep conditions just a touch 

chilly. The western and southern US will be mild to 

warm with highs of 60s to 80s, locally 90s. The Great 

Lakes and East will warm mid-next week with highs of 

upper 60s and 70s for lighter demand. Overall, national 

demand will be low then moderate.”

EIA expects natural gas consumption to increase by 2.5 

billion cubic feet per day (Bcf/d) (3.0%) in 2019, up 

from expected growth of 1.5 Bcf/d (1.8%) in the earlier 

outlook. The forecast largely reflects higher 

consumption in the first quarter of 2019, as a result of 

estimated heating degree days for March that were 

higher than previously forecast. The colder-than-

expected temperatures in March raised consumption of 

natural gas for space heating use in the residential and 

commercial sectors.      

EIA estimates of Natural gas

EIA forecasts that dry natural gas production will 

average 91.0 billion cubic feet per day (Bcf/d) in 2019, 

up 7.6 Bcf/d from 2018. EIA expects natural gas 

production will continue to grow in 2020 to an average 

of 92.5 Bcf/d. 

Natural gas 

Short-Term Weather Outlook

U.S. natural gas futures dipped to their lowest level 

in nearly three years as higher production and a 

drop in demand weighed on prices. The prices are 

expected to trade until favorable weather conditions 

and production improves. Natural gas futures 

finished lower recently as winter season was over.

Natural gas traded on weaker path on lack of 

demand amid less cold weather conditions in US. 

Overall it traded in range of $2.43-2.73 in NYMEX 

and 170.70-190.50 in MCX in the month of April. 

Natural gas futures slipped to its lowest in almost 

three years last month. 

Overview and  Outlook

Natural gas counter can trade with weaker 

bias as it can take support near 170 while 

facing resistance near 205 in the month of 

May.
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