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Crude Oil: Expect a volatile Q2 ahead 

 
  

 
 Friday, April 05, 2019 

 House View 

  1 Week 1 Month 3 Months 12 Months 

Latest Bullish Neutral Neutral Neutral 

 

3Y AVG Spot Q1 Q2 Q3 Q4 Annual

Energy

WTI ($/bbl) 53 56 55 55 60 65 59

Brent ($/bbl) 57 67 65 65 67 70 67

OCBC COMMODITY FORECAST 2019

 
 

 

At A Glance: 

 Expect higher crude price volatility in Q2 on uncertainties surrounding Iranian 

sanction waivers, OPEC cuts, macro environment. 

 OPEC cuts are expected to have run its course in the short-term as Saudi’s 

output likely to have reached its Feb commitment of 9.8m bpd 

 Trump administration reportedly undecided on the magnitude of renewal of 

Iranian oil sanction waivers, due to expire in early May. 

 OPEC+ to only clarify on whether they may extend its supply cuts further in 

June, leaving markets on a knife-edge. 

 Any unexpected reduction of Iranian sanction waivers is likely to send the 

market higher, but if OPEC chooses not to extend supply curbs the market 

may head south. 

 

After an astonishing Q1 bull run of almost 30%, crude prices have likely hit a 

brick wall in their rally. Reduction of Iranian oil sanction waivers and a formal 

agreement in US-China trade talks may still push the market higher, but if 

OPEC+ chooses not to renew its supply curbs the market may similarly head 

south. We expect crude oil prices to be volatile in Q2 and trade in a large 

sideway range. 
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OPEC supply cuts hit a wall 

 

According to private estimates, Saudi Arabia would have hit its target of reducing 

output in 9.8m bpd in March from 11m bpd in November 2018. This target was set in 

February and production data out of Saudi appears to suggest that the country is likely 

to hit this target by end March. 

 

We estimate OPEC production in March at 30.33m bpd, down almost -2m bpd from 

November’s level of 32.31m bpd. Of the 2m bpd reduction, 1.2m bpd of supply curbs 

were driven by Saudi Arabia, while another 300k bpd loss were a result of the 

Venezuelan crisis.  With Saudi not expected to restrict supplies further from here and 

Venezuela already producing below 1m bpd, further OPEC cuts are unlikely at this 

stage. The crude market, therefore, may likely have to turn to other avenues 

other than further OPEC cuts if it wishes to sustain its rally. 

 

 
 

 
Uncertain if OPEC+ will keep supply cuts in 2H 2019 

 

OPEC+ members were due to decide in April on extending their supply cuts beyond 

the earlier stipulated deadline of June. Russia, which so far has yet to fully comply with 

the OPEC+ cuts (as we have previously expected), deemed it too early to decide on 

the extension and pushed the meeting to June. This potentially sets the oil market on a 

knife-edge cliff – if OPEC+ members choose not to extend the supply cuts, the market 

will have to react to potentially a glut of oil supply flooding the market in a matter of 

weeks between the June meeting to 1 July. Prices from now till June, therefore, are 

likely to keep a broad range as the June meeting sets itself up as an abrupt market 

mover. 
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Extension of Iranian oil sanction waivers still unknown 

 

Eight countries were granted 6-month waivers in November over sanctions on Iranian 

oil – China, India, Turkey, Japan, South Korea, Taiwan, Greece and Italy. With the 

waivers expiring on 2 May, top US officials are reportedly deeply divided on the 

extension of waivers, according to a Bloomberg report. The division is primarily 

between John Bolton’s National Security Council and Michael Pompeo’s State 

Department, with Bolton’s team preferring a tougher tack on Iran. 

 

With the US presidential elections next year and falling production in Venezuela, we 

expect Trump’s hands to be tied on this regard. A compromise is expected to be made 

in which only the existing importers of Iranian crude may receive the extension waivers 

on a reduced quota – notably China, India, Turkey and Japan. Any lesser exemptions 

in terms of permissible countries or lower-than-expected import quotas may drive the 

crude market higher. 

 

Imports of Iranian oil 

'000 bpd 1Q2018 2Q2018 3Q2018 4Q2018 1Q2019 

China 1809 2043 1983 1701 1635 

India 1452 2097 1683 993 843 

Turkey 594 495 390 225 300 

Japan 294 375 333 0 498 

South Korea 282 292 0 0 0 

Taiwan 0 133 65 0 0 

Greece 233 163 98 32 0 

Italy 498 511 49 65 0 

 

Source: Bloomberg, OCBC Bank 
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US-China trade talk agreement to boost oil prices 

 

The US and China appear closer to a deal. At time of writing, Chinese Vice Premier 

Liu He is due to meet President Trump at the White House as speculation mounts that 

a trade deal is near between the two global superpowers. Despite the optimism, the 

key issue of monitoring and compliance remain; White House economic adviser Larry 

Kudlow has cautioned “We’re not there yet” but also remarked that the two sides “hope 

this week to get closer.” 

 

If President Trump and President Xi can officially put pen-to-paper a core agreement 

in principle, oil prices are likely to see a rally. Much of the optimism, however, appears 

priced-in at this stage and a rally on this front may eventually turn out to be brief and 

short-lived, especially given the soft economic underbelly globally. 

 

Conclusion: expect a volatile Q2 ahead 

 

The core issues of the extension of Iranian oil sanction waivers and OPEC+’s pending 

decision to extend the supply cuts beyond Q2 weigh heavily on the market. With most 

of the optimism from a nearing US-China trade deal already priced into current levels, 

any further positive developments from that front may eventually result in a brief rally. 

The oil market is being pulled by many uncertain factors at the moment. Expect oil 

prices to trade in a large range bound and to experience high volatility in the coming 

quarter. 
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in 
whole or in part to any other person without our prior written consent. This publication should not be construed as an 
offer or solicitation for the subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on 
the economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the 
future or likely performance of the securities/instruments. Whilst the information contained herein has been compiled 
from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in 
this publication is not untrue or misleading at the time of publication, we cannot guarantee and we make no 
representation as to its accuracy or completeness, and you should not act on it without first independently verifying its 
contents. The securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any 
opinion or estimate contained in this report is subject to change without notice. We have not given any consideration to 
and we have not made any investigation of the investment objectives, financial situation or particular needs of the 
recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is 
accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on 
such information or opinion or estimate. This publication may cover a wide range of topics and is not intended to be a 
comprehensive study or to provide any recommendation or advice on personal investing or financial planning. 
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specific investment objectives, financial situation or particular needs before you make a commitment to purchase the 
investment product. OCBC Bank, its related companies, their respective directors and/or employees (collectively 
“Related Persons”) may or might have in the future interests in the investment products or the issuers mentioned herein. 
Such interests include effecting transactions in such investment products, and providing broking, investment banking and 
other financial services to such issuers. OCBC Bank and its Related Persons may also be related to, and receive fees 
from, providers of such investment products. 

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, 
communicate, distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any information 
contained herein (such report, part thereof and information, “Relevant Materials”) to any person or entity (including, 
without limitation, any overseas office, affiliate, parent entity, subsidiary entity or related entity) (any such person or 
entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, you agree not to share, 
communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is subject to the 
Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments 
Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as implemented in any 
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Entity with any law, rule, regulation, guidance or similar (including, without limitation, MiFID II, as implemented in any 
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