Upward Barriers Still Remain
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 $98.75 after closing the previous week at $95.77. The price of
WTI ended the week at $92.61 after closing the previous week $87.90. Even with the upward price
movement, the price of Brent crude did not break through the upper resistance level of $98.00. Additionally,
the price of Brent crude remained below the 200-day moving average.
There remain uncertainties pertaining to oil supply, including the pending price cap on Russia oil-related
exports. The cap is planned to take effect on December 5 with respect to seaborne oil shipments and on
February 5 with respect to oil products. It has been reported that the G7 allies have agreed to setting a fixed
price on Russia oil exports in the range of the mid-$60s. The plan also includes the ban on western oil
transport services (insurance, finance and brokering) for oil cargoes priced above the fixed price.
Regardless, we are still holding to our view that price cap and other sanctions will have limited impact on
Russian oil exports and that Russia’s oil production will average only around 400,000 b/d less in 2023 than
in 2022.
Additionally, we are expecting that growth in oil demand will remain relatively tepid. On average, we are
Page 1 of 2 © 2018 Stratas Advisors. 1616 South Voss Road Suite 675 | Houston, TX 77057 | United States | +1.713.260.6426 | stratasadvisors.com

forecasting that global demand will increase by 2.20 million b/d in 2022. For 4Q we are forecasting that
demand will increase by 1.10 million b/d in comparison to 3Q. We are also forecasting that global diesel
demand will increase by 0.25 million b/d in 4Q22 with the following regional breakdown:
·
·
·
·
·
·
·

Africa demand will increase by 0.06 in comparison with 3Q22
Asia demand will increase by 0.16 million b/d in comparison with 3Q22
Russia and CIS demand will increase by 0.02 million b/d in comparison with 3Q22
Europe demand will increase by 0.09 million b/d in comparison with 3Q22
Latin America demand will decrease by 0.05 million b/d in comparison with 3Q22
Middle East demand will decrease by 0.05 million b/d in comparison with 3Q22
North America demand will increase by 0.04 million b/d in comparison with 3Q22

For a complete forecast of refined products and prices, please refer to our Short-term Outlook.
The main reason for the disappointing demand outlook is the expectation that the global economy, including
the US economy and Chinese economies will be facing challenges. While there is some uncertainty about
the next rate increase being 50 basis points or 75 basis points, it seems that the Federal Reserve will
continue raising interest rates. The latest jobs report issued by the US Labor Department indicated that the
US added 261,000 jobs in October (on basis of the Establishment Survey). However, unemployment rate
increased to 3.7%. Also, the broader U-6 unemployment rate (measures the percentage of the U.S. labor
force that is unemployed, plus those who are underemployed, marginally attached to the workforce, and have
given up looking for work) moved to 6.7%. Additionally, the employment-to-population ratio for prime-age
workers decreased by the most since 2Q of 2020 and the percentage of people between the age of 25 to 54
employed or looking for work decreased to 82.5% from 82.8% in August. Furthermore, the percentage of
unemployed people finding jobs decreased to 26.7% in October from 32.3% in August. Meanwhile, hourly
earnings increased by only 4.86%, which is well below the overall inflation rate of 8.2%.
There is also a widening gap between the establishment survey and the household survey. The
establishment survey is viewed as the more accurate because it represents 131,000 businesses and
government agencies which consists of 670,000 worksites, while the household survey only includes 60,000
households. However, the gap between the two surveys is becoming noteworthy with the household survey
indicating that job growth has stagnated and the number of jobs plateaued months ago while the
establishment survey continues to show job increases. Since March the difference between the
establishment survey and the household survey equates to a difference of 2.3 million jobs. One hypothesis
for the difference is that the establishment survey is being inaccurately modified by seasonal adjustments.
Another hypothesis is that more people are required to work second jobs because disposable income has
dropped below pre-covid levels with personal savings rate falling to only 3.1% while credit card debt is
significantly higher than in 2020.
Outside of the US, there were rumors last week that China would be moving to a new approach to COVID-19
with reduced restrictions. However, there have been no announcement of any official policy change and
COVID-related restrictions remain in place for travel and testing requirements. We are still holding to our
position that China will keep COVID-related restrictions in place through at least March of next year.
READ THE DETAILED REPORT
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