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Oil update: Upside capped by an uncertain demand outlook
A quick review:
Crude oil prices are consolidating in narrow range of USD 39/bbl to USD 42/bbl driven
by ongoing concerns about weakening global demand an d risin g n ew su pplies. The
upshot is that oil markets are still over-supplied.
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First, the demand recovery is facing a su bs tan tial h eadwin d as “second wave” of
coronavirus infections are picking up across Europe and a similar uptick of coron avirus
in fections is being seen across the United States. The net result is that demand for crude
is being curtailed. The UK government is implementing restriction basis three tier
system, with major cities in “high” tier zone that is likely to weaken th e momentum of
growth. The similar restrictions like night curfew, ban on large gatherings and parties are
imposed across all major cities in Europe. Hence effectively denting further crude oil
demand recovery in the world’s second major oil consuming region.
Secondly, minor setbacks have been seen in the race to secure COID-19 vaccin es and
treatments, with trials of several vaccine and therapies temporarily halted amid safety
concerns but will resume next week, even as other studies advance. However, there has
been some favourable announcements with Mordena indicating that they could get
emergency sanction to distribute its vaccine later in November/December if th e ph ase
three trials pass successfully. A similar announcement was made by Johnson and
Johnson that has indicated that they could get emergency clearance for distribu tion in
January-2021 if all tests are passed. Until a vaccine or medical solution presents itself
credibly, the demand outlook is unlikely to change substantially.
Lastly, the fear of over supply runs high from: (a) rising Libyan crude output, (b) en din g
of oil worker’s strike in Norway and (c) restoration of offsh ore US G ulf of Mexico
production that was hit by hurricanes. OPEC member Libya, which is exempt from th e
scheduled production cuts that OPEC has imitated since April that is expected to remain
in place until December-2020, is ramping up production in major oilfields after armed
conflict shut almost all of the country’s output in January. This is adding downside
pressure on crude oil prices.
Hence, the struggling demand headwind and tailwin d of excess su pply are putting
pressure on crude oil prices. Brent crude oil price and WTI are currently trading at USD
42.48/bbl and USD 41.00/bbl respectively.
Data Highlights:
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EIA weekly data: The US crude oil inventories decreased by 1.0 mn barrels for the week
to 16-Oct-2020 from previous week but is still at 488.1 mn barrels that represents a level
that is excess of about 11% the five-year seasonal average. Total gasolin e in ven tories
increased by 1.9 mn barrels last week and is at about 2% above the five-year seasonal
average. However, total gasoline demand fell to 8.57 mn bpd last week (9.59 mn bpd last
year). Hence raising concerns of further build-up of inventories.
Baker Hughes Rig Counts: As per Baker Hughes's report, the US oil and gas rig coun t,
an early indicator of future output rose further to 282 (851 last year) in th e w eek to 16Oct-2020. The oil rigs rose by 12 to 205 (713 last year) and gas rigs remain rose by 1 to
74 (137 last year). Both indicating signs of the start of a rebound in th e US production
but still remains way below last year’s count as oil prices struggle to overcome global oil
demand concerns.
C FTC Data: Hedge funds added marginally to their net long positions last w eek. Total
net long positions rose to 471.5k contracts in the week to 17-Oct-2020 from 461.9K
contracts in the week to 03-October-2020, indicating a small build-up in long position as
Brent crude prices consolidated near USD 42/bbl.

Near term expectations:
In the near term, oil prices will continue to trade within relatively small ranges with a neutral to negative bias. The upside is
capped due to the lingering worries regarding the oil demand recovery and the economic impact of the COVID-19
measures, while the downside is protected by OPEC+ production cut agreement. The US elections (November 03) is main
key event risk in the near term.
A Biden victory along with a ‘Democratic Sweep’ is unlikely to change the energy landscape from both a su pply an d a
demand perspective for oil markets in the near-term, although there could be some effects seen in the mediu m-term. He
would most likely renegotiate a nuclear deal with Iran resulting in lifting some sanctions and putting restriction on sh ale
production with promotion of clean energy (~USD 2 tn) sources in the US. While he could boost the economy with a n ew
larger stimulus package, excess supply-side concerns could continue to linger. Hence not changing the landscape even if a
‘Democratic Sweep’ scenario were to pan out. However, in case of an outcome in the US elections that is not in syn c w ith
a ‘Democratic Sweep’ scenario, there could be more downside pressures that could build -up as risk aversion might
intensify. Hence, we expect the oil prices to trade between a broad range of USD 38/bbl to USD 45/bbl in th e n ear term
w ith a downside bias.

Chart 1: US rig count had shown signs of pick-up amid consolidation in WTI prices.
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Chart 2: US Gasoline inventory rose surprisingly, indicating signs of supply glut.
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Disclaimer
Any information in this email should not be construed as an offer, invitation, solicitation, solution or advice of any kind to buy or sell any fin an ci al
products or services offered by ICICI Bank, unless specifically stated so. ICICI Bank is not acting as your financial adviser or in a fiduciary capaci ty
in respect of this proposed transaction with you unless otherwise expressly agreed by us in writing. Before entering i nto an y tr an s acti on you
should take steps to ensure that you understand the transaction and have made an independent assessment of the appropriateness of the
transaction in the light of your own objectives and circumstances, including the possible risks and benefits of ente rin g i nto s u ch tr an sacti on.
You may consider asking advice from your advisers in making this assessment. No part of this report may be copied or re di s tr i bu te d by an y
recipient for any purpose without ICICI’s prior written consent.
Disclaimer for US/UK/Belgium/Canada residents
This document is issued solely by ICICI Bank Limited (‘’ICICI’’). The material in this document is derived from sources ICICI believes to be rel iable
but which have not been independently verified. In preparing this document, ICICI has relied upon and assumed, the accuracy and
completeness of all information available from public sources ICICI makes no guarantee of the accuracy and completeness of factual or
analytical data and is not responsible for errors of transmission or reception. The opinions contained in such material constitute the judgme nt of
ICICI in relation to the matters which are the subject of such material as at the date of its publication, all of which ar e e xpr e s s e d wi th ou t an y
responsibility on ICICI’s part and are subject to change without notice. ICICI has no duty to update this document, the opinions, factual or
analytical data contained herein. The information and opinions in such material are given by ICICI as part of its internal research activity and not as
manager of or adviser in relation to any assets or investments and no consideration has been given to the particular needs of any recipient.
Except for the historical information contained herein, statements in this document, which contain words or phrases such as 'will', 'would', etc., and
similar expressions or variations of such expressions may constitute 'forward-looking statements'. These forward-looking state men ts i n volve a
number of risks, uncertainties and other factors that could cause actual results to differ materially from those suggested by the for war d -looki ng
statements. ICICI Bank undertakes no obligation to update forward-looking statements to reflect events or circumstances after the date th e reof.
Nothing contained in this publication shall constitute or be deemed to constitute an offer to sell/purchase or as an invitation or solicitation to
do so for any securities or financial products of any entity. ICICI Bank and/or its Affiliates, ("ICICI Group") make no repre sentation as to the
accuracy, completeness or reliability of any information contained herein or otherwise provided and hereby disclaim any liabi lity with regard
to the same. ICICI Group or its officers, employees, personnel, directors may be associated in a commercial or personal capacity or may
have a commercial interest including as proprietary traders in or with the securities and/or companies or issues or matters a s con tai n e d i n
this publication and such commercial capacity or interest whether or not di ffering with or conflicting with this publication, shall not mak e or
render ICICI Group liable in any manner whatsoever & ICICI Group or any of its officers, employees, personnel, directors shal l not be l i abl e
for any loss, damage, liability whatsoever for any direct or indirect loss arising from the use or access of any information that may be
displayed in this publication from time to time. This document is intended for distribution solely to customers of ICICI. No part of this r e por t
may be copied or redistributed by any recipient for any purpose without ICICI’s prior written consent. If the reader of this message is not th e
intended recipient and has received this transmission in error, please immediately notify ICICI Bank, Economics Research Group, E-mail:
trg.icicibank@icicibank.com or by telephone at +91-22-2653-7233 and please delete this message from your system.
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DISCLAIMER FOR DUBAI INTERNATIONAL FINANCIAL CENTRE (“DIFC”) CLIENTS:
“This marketing material is distributed by ICICI Bank Limited., Dubai International Financial Centre (DIFC) Branch, a category 1 Authorized Firm and
regulated by the Dubai Financial Services Authority and located at Central Park Building, Office Tower 27 -31, Level 27, DIFC , P. O . Box 5 0 6 52 9,
Dubai, U.A.E.
This marketing material is intended to be issued, distributed and/or offered to a limited number of investors who qualify as ‘Professional C l ien ts ’
pursuant to Rule 2.3.3 of the DFSA Conduct of Business Rulebook, or where applicable a Market Counterparty only, and should not be referred to
or relied upon by Retail Clients and must not be relied upon by any person other than the original recipients and/or reproduced or u s ed for an y
other purpose. ‘Professional Clients’ as defined by DFSA need to have net assets of USD 1,000,000/- and have sufficient experience and
understanding of relevant financial markets, products or transactions and any associated risks.
The DFSA has no responsibility for reviewing or verifying any marketing material or other third party investment documents in con n ection wi th
the marketing material / report. Accordingly, the DFSA has not approved the marketing material or third party investment docu men ts n or tak e n
any steps to verify the information set out in the same, and has no responsibility for it.
The securities to which this document relates may be illiquid and/or subject to restrictions on their resale. Prospective pur chasers of the securities
offered should conduct their own due diligence on the securities.
If you do not understand the contents of this document you should consult an authorised financial adviser.”
DISCLOSURE FOR RESIDENTS IN THE UNITED ARAB EMIRATES (“UAE”):
This document is for personal use only and shall in no way be construed as a general offer for the sale of Products to the public in the UAE,
or as an attempt to conduct business, as a financial institution or otherwise, in the UAE. Investors should note that any pro ducts mentioned
in this document, any offering material related thereto and any interests therein have not been approved or licensed by the UAE Central
Bank or by any other relevant licensing authority in the UAE, and they do not constitute a public offer of products in the UA E in accordance
with the Commercial Companies Law, Federal Law No. 8 of 1984 (as amended) or otherwise.
DISCLOSURE FOR RESIDENTS IN HONGKONG
This document has been issued by ICICI Bank Limited (“ICICI”) in the conduct of its Hong Kong regulated business for the info rmation of its
institutional and professional investor (as defined by Securities and Future Ordinance (Chapter 571)) customers; it is not intended for a nd
should not be distributed to retail or individual investors in Hong Kong. ICICI Bank Limited, India is regulated by the Reser ve Bank of India.
ICICI Bank Limited, Hong Kong branch is regulated by the Hong Kong Monetary Authority. The information contained in this docu ment is
intended for the exclusive use of the intended recipient and may contain proprietary, confidential or legall y privileged information. Any
person who is not a relevant person should not act or rely on this document or any of its contents. Persons distributing this presentation
must satisfy themselves that it is lawful to do so.
Nothing contained in this document shall constitute or be deemed to constitute an offer to sell/purchase or as an invitation or solicitation to
do so for any securities of any entity. ICICI has based this document on information obtained from sources it believes to be reliable, but
which it has not independently verified. ICICI makes no representation as to the accuracy, completeness or reliability of any informat ion
contained herein or otherwise provided and hereby disclaim any liability with regard to the same. ICICI (including its affili ates, and related
corporations) do not provide any financial advice, and is not your fiduciary or agent, in relation to the securities. The con tents of this
document do not take into account your personal circumstances. Before entering into any transaction, you should take steps to ensure that
you understand the transaction and have made an independent assessment of the appropriateness of the transaction in light of your own
objectives and circumstances, including the possible risks and benefits of entering into such transaction and should seek your own financial,
business, legal, tax and other advice regarding the appropriateness of investing in any securities.
ICICI and/or its affiliates and/or their directors, officers, associates, connected parties and/or employees, may have, or have had, interests in
the securities (or any related securities) and may from time to time add to or dispose of, or may be materially interested in , any such
securities. Furthermore, ICICI may, but shall be under no obligation to, make a market or provide quotes in relation to the securities (or any
related securities). ICICI and/or its affiliates may have, or have had, other business relationships (including lending or pa rticipating or
investing in other financing transactions or other commercial banking or investment banking or other relations) with the issuer and/or
guarantor (if any) of the securities or any other person connected with the securities and may from time to time seek to provide financing or
other commercial banking or investment banking or other services to such persons.
ICICI Bank and/or its affiliates are full service financial institutions engaged in various activities which may include secu rities trading,
commercial and investment banking, financial advice, inve stment management, principal investment, hedging, financing and brokerage
activities. In the ordinary course of their various business activities, ICICI Bank and/or its affiliates may make or hold (o n its own accou n t, on
behalf of clients or in its capacity of investment adviser) a broad array of investments and actively trade debt and equity securities (or related
derivative securities) and financial instruments (including bank loans) for its own account and for the accounts of its clien ts and may at an y
time hold long and short positions in such securities and instruments and enter into other transactions, including credit deri vatives (s u ch as
asset swaps, repackaging and credit default swaps) in relation thereto. Such transactions, investments and securit ies activities may i n vol ve
securities and instruments of the issuer or its affiliates or of other entities, and may be entered into at the same time or proximate to offe r s
and sales of securities or at other times in the secondary market and be carried out with counterparties that are also purchasers, hol de r s or
sellers of securities or other clients of ICICI Bank or its affiliates. As a result, you should be aware that a conflict of i nterest may exist. In
accordance with the regulatory requirements and its own conflicts of interest policies, ICICI Bank has in place arrangements to manage
conflicts of interest that arise between itself and its clients and between its different clients. Where it does not consider that the
arrangements under its conflicts of interest policies are sufficient to manage a particular conflict, it will inform you of the nature of the
conflict so that you can decide how to proceed.
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DISCLOSURE FOR RESIDENTS IN SINGAPORE
The information contained in this e-mail and/ or any attachments thereto are intended for the exclusive use of the intended recipient and
may contain proprietary, confidential or legally privileged information. If you are not the intended recipient, please note t hat you are not
authorised to disseminate, distribute or copy this e-mail or any parts of it or act upon/rely on the contents of this e -mail and/ or attach me n ts
in any manner. Please notify the sender immediately by e -mail and destroy all copies of this e-mail and any attachments.
The contents of this e-mail and/ or attachments do not take into account your personal circumstances. You must accordingly make their
own independent evaluation of the information contained herein and of the securities an d consider your own investment objective, financi al
situation and particular needs and seek your own financial, business, legal, tax and other advice regarding the appropriatene ss of in ve s ti n g
in any securities. ICICI Bank Limited (including its affiliates, and related corporations) (ICICI) do not provide any financial advi ce , an d i s n ot
your fiduciary or agent, in relation to the securities.
Please also note that ICICI is unable to exercise control or ensure or guarantee the integrity of/over the contents of the information contained
in e-mail transmissions and / or attachments and that any views expressed in this e -mail and / or attachments are not endorsed by/bi n di n g
on ICICI. Before opening any attachments please check them for viruses and defects and pl ease note that ICICI accepts no liability or
responsibility for any damage caused by any virus that may be transmitted by this email and/ or attachments thereto.
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