More negative than positive
This weekly report is an excerpt from our Short-Term Outlook service analysis, which covers a period of eight quarters
and provides monthly forecasts for crude oil, natural gas, NGL, refined products, base petrochemicals and biofuels.
Contact John Paisie (+1-832-517-7544 or E-mail) for the detailed analysis or for more information about the Short Term
Outlook.

The price of Brent crude ended the week at $106.65 after closing the previous week at $111.6. The price of
WTI ended the week at $102.07 after closing the previous week at $106.54.
With crude prices heading downward again, the question is if crude prices will approach the lower level of the
channel that crude prices have been moving within – which in the case of Brent crude is around $95.00 –
and if so, will prices breakthrough the lower support level? The price of Brent crude has gone through three
cycles since February 25 with each cycle resulting in a lower high before the price of Brent crude retreated
to the lower support level.
For the upcoming week, the factors driving crude prices offer a mixed bag, but more negative than positive:
Crude supply will continue to be a negative factor. Additional supply coming from the SPR along with the CPC
pipeline being back at full capacity (~1.4 million b/d) with the second mooring becoming operational after being out
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of service because of storm damage suffered back in March. Furthermore, Russia has been able to increase
exports from the Baltic and Black Sea to Asia with the volume approaching 800,000 b/d (from levels in January of
around 100,000 b/d) with India taking more than half of the increased volumes. Russian crude exports to Europe
via ships also increased in April with exports reaching 1.40 million b/d, which is around 250,000 b/d higher than in
March. Additionally, increasing level of crude exports from Russia are being shipped without an identified destiny
and a planned route. Some volumes of Russian crude oil are also being transferred to larger ships at sea where
the Russian crude oil is mixed with other crude oil.
Geopolitics will continue to be a positive factor. The Russia-Ukraine conflict is now focused in eastern and
southern Ukraine with some uncertainty remaining about the how far the conflict will extend with respect to
Odessa and the western border of Ukraine. Regardless, it now looks like there is little hope of a negotiated
settlement at least for the next several weeks. With the French elections being over and with Maron winning
reelection, attention will return to the possibility of the EU placing sanctions on imports of Russian crude and oil
products. It is likely that the sanctions will focus initially on tanker shipments of crude oil and oil products with
pipeline shipments being addressed later. Additionally, a transition period will be included with the implementation
of the sanctions – of at least one month. However, since the sanctions will need to be approved by the 27
member states of the EU, we are expecting that extensive negotiation will be required and that it will take
additional time beyond April 27 to arrive at an agreement – and the final agreement will include a longer transition
period. For instance, Germany has previously stated its intentions of eliminating oil-related imports from Russia by
the end of the year.
The global economy will be a negative factor. The economies of the US, Europe and Japan have held up
reasonably well during the first quarter of this year. However, China’s economy has been hampered by the
lockdowns associated with COVID-19. Additionally, the lockdowns in China have affected exports because of
manufacturing and logistical disputations. The Russia-Ukraine conflict is also negative for the economic growth
because of the resulting higher prices for energy and food. Furthermore, consumers are looking at the future with
increased pessimism, which is indicated by the consumer confidence falling to the lowest level in decades in the
US and the UK. There is also more downside risk than upside risk with the threat of spikes in commodity prices
and physical shortage growing the longer the conflict continues.
Oil demand will be a negative factor. For 2022, we are expecting that demand will be less than our initial forecast
by some 0.650 million b/d, which translates into demand growing by around 3.00 million b/d, in comparison to
2021. Moreover, there is further downward risk to the demand forecast because of the possibility of a significant
economic downturn.
Refining is a positive factor. Product crack spreads are relatively wide and product inventories are at lower levels.
The outlook for middle distillates looks especially promising with favorable supply/demand conditions from a global
perspective. Some of the positivity, however, stems from reduced refining throughput in Russia and in China,
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coupled with refining closures that took place during the midst of COVID-19.
The sentiment of oil traders is a neutral factor. Oil traders have not been adding to their net long positions. Since
the middle of January of this year, net long positions have declined and compared to one year ago are
significantly lower.

While the factors affecting oil prices for the upcoming week are more negative than positive, the one caveat
is that we that oil prices will quickly reverse course and start back toward $115.00 if the EU surprises with an
announcement of sanctions on Russian oil.
READ THE DETAILED REPORT
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