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Oil reaches 3-month high on OPEC+ extension and an uneven demand recovery... 

Oil prices bounced back during the third week of June-2020 and stabilized at around the USD 40/b mark 

after OPEC+ producers decided to extend the additional production cut agreement by another month 

until July-2020. Also, the meeting of OPEC+ members held last week concluded on quotas for each 

producer, especially Iraq, that was aimed at reassuring other producers of stricter compliance which 

further lent support to prices. Meanwhile, a number of datapoints that suggested a demand revival in the 

oil market for the remainder of 2020 also supported prices.  

The resurgence of demand comes amid deceleration of growth of Covid-19 cases in most parts of the 

world during the last few weeks, although the recent news of a second wave of virus in the US and 

China raised concerns. Last week Beijing re-imposed curfews in several parts of the city which was later 

reported to have been contained with reports saying the peak of the second wave has passed and new 

cases would be sporadic in nature. Also, the discovery of a widely available existing drug that can increase 

survival rate has also added to hopes for a containing the pandemic.  

A number of indicators suggested a demand revival in the US as well as other key oil markets, although 

requirements continue to be well below its five year average. In terms of product category, the latest 

weekly EIA report showed diesel inventories declining for the first time in 11 weeks indicating a restart to 

the US economy. Gasoline consumption is also picking up and although some airlines have started 

operations, jet fuel demand recovery is expected to be delayed until the sector restarts again with a full 

end to the lockdowns. There were reports of continued high crude inventories, but with consumption 

increasing across the globe, refinery runs have reportedly started picking up, especially in the Asia 

Pacific region as well as in a majority of the OECD countries. Meanwhile, in its monthly report, OPEC 

asserted that demand would remain subdued during the second half of the year despite a gradual 

economy recovery that would keep the oil market in surplus. As a result, OPEC did not change its demand 

forecast for 2020, whereas IEA raised its demand expectations by 0.5 mb/d for the year.   

In terms of supply, OPEC crude production reached an 18-year low after declining by 5.84 mb/d during 

May-2020 to reach 24.6 mb/d. The decline came after producers implemented output cuts as per the 

OPEC+ agreement. This also pushed OPEC’s spare capacity to close to 10 mb/d, one of the highest on 

record. According to our calculations, around 6.6 mb/d of the existing capacity can be quickly utilized in 

the absence of the voluntary cuts. According to reports, the cuts in May-2020 resulted in a compliance 

level of around 87% for OPEC+ group. OPEC also made an upward revision to its 2H-2020 supply forecast 

for the non-OPEC producers by 0.3 mb/d and now expects production to decline by 4.3 mb/d vs. 1H-2020.  
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Oil Prices 
Spot crude prices traded at 3-month high above the USD 40/b mark 

for the first time since the first week of March-2020. Spot prices of 

Brent crude reached USD 41.18/b during the second week of June-

2020 after OPEC+ countries decided to extend the extraordinary 

production cuts by another month until July-2020. Oil market also 

moved into backwardation for the first time since March-2020 

indicating tighter supplies after a number of OPEC producers pledged 

to reach compliance levels as per the production cut agreement. The 

problem of excess oil and storage issues in floating tankers were also 

reportedly under control. On the other hand, crude oil inventory in 

the US showed marginal decline in May-2020 but once again 

increased during June-2020 reflecting the slew of oil tankers shipped 

when the prices had declined to decades low level. This was also 

evident from the slumping price of chartering an oil tanker that had surged to record levels during March and April this year. Prices are 

down to almost a fourth on the Middle East to China route.    

The latest weekly report from EIA showed a second consecutive week of increase in US crude inventories totaling 8 million over the last 

two weeks. However, in terms of output, there was significant pressure as seen from a steep drop of 0.6 mb/d reaching an average of 

10.5 mb/d, which also reflected partial shut downs due to a tropical storm. The declining production was also reflected in oil rig count 

numbers from Baker Hughes.  The latest weekly report showed a 14th consecutive week of declining oil rigs in the US bringing the total to 

a quarter of the total since the mid-March-2020, one of the fastest pace of declines in the US. Last week oil rigs declined by 10 to reach 

189 rigs despite higher crude prices.  

The average Brent crude prices during May-20 reached USD 28.8/b, an increase of more than 50%, one of the biggest monthly increase 

on record. OPEC crude spot and Kuwait grade crude increased at a slightly slower pace of 42.5% to average at USD 25.2/b and               

USD 24.5/b, respectively.  
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Average Crude Oil Prices, USD/b Apr-2020 May-2020  Change (USD) Avg 2019 Avg 2020

OPEC Reference Basket                        17.7                        25.2                          7.5                        66.0                        39.7 

Arab Light                        18.3                        25.0                          6.7                        66.9                        40.6 

Basrah Light                        16.8                        24.7                          7.9                        65.6                        38.9 

Bonny Light                        15.5                        24.9                          9.3                        67.7                        39.7 

Djeno                        11.9                        21.4                          9.5                        63.7                        36.1 

Es  Sider                        14.6                        24.6                        10.0                        65.5                        38.1 

Girassol                        14.7                        28.6                        13.9                        67.7                        39.8 

Iran Heavy                        17.2                        23.6                          6.4                        63.7                        38.0 

Kuwait Export                        17.2                        24.5                          7.3                        66.2                        39.8 

Merey                          7.0                        16.3                          9.3                        56.5                        27.0 

Murban                        23.9                        28.2                          4.3                        67.1                        42.3 

Rabi                        13.3                        26.1                        12.8                        65.6                        36.8 

Saharan Blend                        17.1                        26.3                          9.2                        66.5                        40.3 

Zafi ro                        13.4                        26.8                        13.4                        67.4                        38.7 

Other Crudes

Brent                        18.8                        28.8                        10.0                        66.3                        39.7 

Dubai                        21.3                        30.4                          9.0                        66.2                        40.9 

Is thmus                          7.8                        25.2                        17.4                        65.6                        32.1 

LLS                        19.8                        31.6                        11.8                        65.4                        39.2 

Mars                        18.7                        30.4                        11.7                        63.9                        37.2 

Minas                        24.2                        29.7                          5.4                        60.8                        40.5 

Ura ls                        16.6                        30.7                        14.0                        66.9                        39.0 

WTI                        16.5                        28.6                        12.1                        57.9                        36.7 

Differentials

Brent/WTI                          2.3                          0.2                         (2.1)                          8.4                          3.0 

Brent/LLS                         (0.9)                         (2.8)                         (1.8)                          0.9                          0.5 

Brent/Dubai                         (2.5)                         (1.5)                          1.0                          0.1                         (1.2)

Source: OPEC Monthly Oil Market Report - June-2020
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World Oil Demand 

expected to be 8.1 mb/d, according to the IEA, as compared to 8.6 mb/d decline estimated in its previous report. According to reports, oil 

demand recovery was the strongest in China reaching almost 90% of the levels seen before the Covid-19 crisis. China imported a record 

11.34 mb/d of oil during May-2020. Refinery runs in the country have increased to around 76% from as slow as 42% during February-2020 

as refiners push to meet growing demand for fuel. In India, oil demand witnessed a slow rebound during May-2020 with imports reaching 

the lowest levels since 2015 during the month. However, data for the first half of June-2020 suggested that consumption has reached 80-

85% of pre-Covid level. The country recently announced plans to double its oil refining capacity to meet growing domestic demand and 

export refined products.  

For 2021, data from IEA showed a demand recovery of 5.7 mb/d from 2020 levels to reach 94.7 mb/d. The agency said that near term 

demand would be affected by a decline in demand for jet and kerosene, reflecting the decline in consumption in the aviation sector. IATA 

data showed that that international passenger traffic in 2020 would decline by almost 55% y-o-y. This, according to the IEA, would result in 

a demand decline of 3 mb/d in 2020 that is estimated to recover by merely 1 mb/d in 2021.  

Comments from a number of oil ministers from OPEC+ country as well as a number of oil explorers highlighted demand recovery in the 

global crude oil market at a faster-than-expected-pace but reaffirmed that there is a long way to go in order to balance the oil market. 

That said, OPEC’s assessment of demand growth decline in 2020 remained unchanged in its latest monthly report at 9.1mb/d world oil 

demand expected to average at 90.6 mb/d. Oil demand is expected to decline by 5.2 mb/d in the OECD region primarily due to the fall in 

consumption in the transportation sector during Q2-2020. In the non-OECD region, demand is expected to decline by 3.9 mb/d as almost 

all the key oil market are expected to experience sharp decline in demand. The IEA, in its latest monthly report, said that demand decline 

during 1H-2020 were less severe than expected and increased its demand estimate for Q2-2020 by 2.1 mb/d. Full year decline this year is 

World Oil Demand - 2018/2019, mb/d 2018 Q1-19 Q2-19 Q3-19 Q4-19 2019 Y-o-Y Growth % Chg.

Americas 25.60 25.14 25.29 26.03 25.99 25.62 0.01 0.05

of which US 20.82 20.65 20.66 21.05 21.02 20.85 0.03 0.12 

Europe 14.33 14.09 14.25 14.75 14.25 14.34 0.01 0.06 

Asia Pacific 8.08 8.50 7.61 7.68 8.05 7.96 (0.12) (1.49)

Total OECD 48.01 47.72 47.15 48.46 48.29 47.91 -0.1 -0.21

Other Asia 13.64 13.91 13.96 13.51 14.08 13.86 0.23 1.66

of which India 4.73 5.03 4.75 4.49 5.10 4.84 0.11 2.36 

Latin America 6.53 6.35 6.58 6.87 6.53 6.58 0.06 0.87 

Middle East 8.12 8.25 7.87 8.67 8.00 8.20 0.08 0.93 

Africa 4.33 4.45 4.42 4.36 4.50 4.43 0.10 2.31 

Total Developing Countries (DCs) 32.62 32.96 32.84 33.41 33.1 33.08 0.46 1.41

Former Soviet Union (FSU) 4.76 4.70 4.68 4.96 5.04 4.84 0.09 1.84

Other Europe 0.74 0.75 0.71 0.75 0.84 0.76 0.02 2.69 

China 12.71 12.63 13.19 12.95 13.52 13.07 0.36 2.85 

Total "Other Regions" 18.21 18.08 18.58 18.66 19.4 18.68 0.47 2.58

Total World 98.84 98.75 98.56 100.53 100.79 99.67 0.83 0.84

Source: OPEC Monthly Oil Market Report - June-2020

World Oil Demand - 2019/2020, mb/d 2019 Q1-20 Q2-20 Q3-20 Q4-20 2020 Y-o-Y Growth % Chg.

Americas 25.62 24.47 18.95 24.48 25.16 23.28 (2.34) (9.13)

of which US 20.85 20.26 15.22 20.04 20.64 19.05 (1.80) (8.63)

Europe 14.34 12.95 9.67 13.25 13.68 12.40 (1.94) (13.53)

Asia Pacific 7.96 7.88 6.25 6.64 7.40 7.04 (0.92) (11.51)

Total OECD 47.91 45.30 34.87 44.37 46.25 42.71 (5.19) (10.84)

Other Asia 13.86 13.15 12.20 12.40 13.66 12.85 (1.01) (7.29)

of which India 4.84 4.74 3.90 3.94 4.83 4.35 (0.49) (10.07)

Latin America 6.58 6.25 6.00 6.24 6.12 6.15 (0.43) (6.54)

Middle East 8.20 7.81 7.01 7.93 7.62 7.59 (0.60) (7.36)

Africa 4.43 4.41 4.25 4.05 4.20 4.23 (0.21) (4.67)

Total Developing Countries (DCs) 33.08 31.62 29.46 30.62 31.60 30.83 (2.25) (6.81)

Former Soviet Union (FSU) 4.84 4.50 3.88 4.45 4.61 4.36 (0.48) (9.97)

Other Europe 0.76 0.71 0.54 0.47 0.56 0.57 (0.19) (25.22)

China 13.07 10.27 12.55 12.37 13.28 12.12 (0.95) (7.29)

Total "Other Regions" 18.68 15.47 16.97 17.29 18.45 17.05 (1.63) (8.72)

Total World 99.67 92.39 81.30 92.28 96.30 90.59 (9.07) (9.10)

Source: OPEC Monthly Oil Market Report - June-2020
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World Oil Supply 
World liquids production declined by 10.04 mb/d during May-2020 to average at 89.89 mb/d mainly led by decline in production by the 

OPEC+ producers as well as fall in output outside the group, primarily in North America. As a result, the share of OPEC crude in total 

global production declined by 360 bps to 26.9% during May-2020. Compliance to the OPEC+ agreement by non-OPEC countries in the 

pact resulted in a decline in crude output by more than 2.95 mb/d during May-2020 while the 10 producers in the OPEC lowered 

production by 6.25 mb/d as compared to the April-2020. Monthly production outside the OPEC+ group declined by 2.0 mb/d in April-

2020 and by a further 0.8 mb/d during May-2020 primarily in the US and Canada. Supply from the two producers is expected to decline 

by 1.8 mb/d in 2020.  

World oil supply growth for 2019 was revised by 0.01 mb/d to 2.03 mb/d and supply is now estimated to have averaged at 65.03 mb/d. 

The revision reflected a minor increase in supply estimate for Latin America. For 2020, non-OPEC liquids production estimate was raised 

by 0.3 mb/d and OPEC now expects a decline in supply by 3.2 mb/d to average at 61.8 mb/d. The revision primarily reflected the change 

in output estimates during April-2020 and May-2020 for non-OPEC countries participating in the renewed OPEC+ agreement. According 

to OPEC, oil supply is forecasted to show growth only in Norway, Brazil, Guyana and Australia during 2020 reflecting the effects of a sharp 

fall in upstream investment by non-OPEC producers which is estimated to decline by 30% this year to USD 321 Bn.   

Non-OPEC Oil Supply - 2018/2019, mb/d 2018 Q1-19 Q2-19 Q3-19 Q4-19 2019 Y-o-Y Growth % Chg.

Americas 24.08 25.07 25.58 25.68 26.64 25.74 1.67 6.93 

of which US 16.71 17.78 18.29 18.36 19.15 18.40 1.69 10.09 

Europe 3.84 3.82 3.57 3.55 3.88 3.71 (0.13) (3.48)

Asia Pacific 0.41 0.46 0.51 0.56 0.57 0.53 0.11 27.86 

Total OECD 28.33 29.35 29.67 29.78 31.10 29.98 1.65 5.82 

Other Asia 3.57 3.52 3.55 3.4 3.47 3.48 (0.08) -2.27

Latin America 5.74 5.77 5.84 6.14 6.30 6.01 0.27 4.75 

Middle East 3.21 3.22 3.21 3.21 3.21 3.21 0.00 0.04 

Africa 1.52 1.52 1.53 1.53 1.52 1.53 0.01 0.43 

Total Developing Countries (DCs) 14.04 14.03 14.13 14.28 14.50 14.24 0.20 1.42 

Former Soviet Union (FSU) 14.29 14.55 14.16 14.34 14.42 14.37 0.08 0.55

of which Russia 11.35 11.53 11.36 11.42 11.45 11.44 0.09 0.82 

Other Europe 0.12 0.12 0.12 0.12 0.12 0.12 0.00 (2.34)

China 3.98 4.05 4.08 4.05 4.03 4.05 0.07 1.87 

Total "Other regions" 18.39 18.72 18.36 18.51 18.58 18.54 0.15 0.81 

Total Non-OPEC Production 60.76 62.1 62.16 62.57 64.17 62.75 2 3.29

Processing gains 2.25 2.28 2.28 2.28 2.28 2.28 0.03 1.24 

Total Non-OPEC Supply 63.01 64.37 64.43 64.85 66.45 65.03 2.03 3.22

OPEC NGLs and non-conventionals 5.33 - - - - 4.79 (0.54) (10.13)

OPEC Crude Oil Production 31.34 - 29.45 28.86 29.10 29.34 (2.01) (6.40)

Total World Supply 99.68 - - - 99.16 

Source: OPEC Monthly Oil Market Report - June-2020

Non-OPEC Oil Supply - 2019/2020, mb/d 2019 Q1-20 Q2-20 Q3-20 Q4-20 2020 Y-o-Y Growth % Chg.

Americas 25.74 26.62 23.99 22.34 22.45 23.84 (1.90) (7.38)

of which US 18.40 19.08 17.32 15.67 15.81 16.96 (1.43) (7.79)

Europe 3.71 4.03 3.93 3.94 4.06 3.99 0.28 7.64 

Asia Pacific 0.53 0.53 0.57 0.59 0.59 0.57 0.04 8.45 

Total OECD 29.98 31.19 28.49 26.86 27.10 28.40 (1.57) (5.25)

Other Asia 3.48 3.45 3.33 3.33 3.33 3.36 -0.13 -3.67

Latin America 6.01 6.31 5.97 6.15 6.37 6.20 0.19 3.15 

Middle East 3.21 3.21 3.12 3.06 3.07 3.11 (0.10) (3.06)

Africa 1.53 1.51 1.49 1.45 1.45 1.47 (0.06) (3.61)

Total Developing Countries (DCs) 14.24 14.48 13.91 13.99 14.21 14.15 (0.09) (0.64)

Former Soviet Union (FSU) 14.37 14.51 12.82 12.26 12.44 13 -1.37 -9.5

of which Russia 11.44 11.50 10.17 9.70 9.85 10.30 (1.14) (9.93)

Other Europe 0.12 0.12 0.12 0.12 0.11 0.12 (0.01) (4.32)

China 4.05 4.15 4.00 3.99 4.01 4.04 (0.01) (0.35)

Total "Other regions" 18.54 18.78 16.94 16.36 16.56 17.16 (1.39) (7.47)

Total Non-OPEC Production 62.75 64.44 59.34 57.21 57.87 59.71 -3.05 -4.86

Processing gains 2.28 2.10 2.10 2.10 2.10 2.10 (0.18) (8.03)

Total Non-OPEC Supply 65.03 66.54 61.44 59.31 59.97 61.8 -3.23 -4.97

Source: OPEC Monthly Oil Market Report - June-2020
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OPEC Oil Production & Spare Capacity 

According to our calculations and based on April-2020 

productions, the capacity that can quickly come online stood at 

6.6 mb/d from six producers in the group, including countries 

the top four producers, Nigeria and Libya. Production in UAE 

saw the biggest decline during May-2020, after Saudi Arabia, 

after the country lowered production by 1.23 mb/d to 2.45 mb/

d, the lowest monthly average since March-2011. Similarly, 

Kuwait lowered production to 2.29 mb/d, the lowest since 

October-2010, by slashing output by 610 tb/d. 

The month also saw unprecedented efforts from OPEC 

producers to lower output. Saudi Arabia lowered oil exports to 

the US to the lowest level in 35 years, according to tanker 

tracking data from Bloomberg. The Kingdom has also reportedly 

stopped work on developing some of its crude and natural gas 

deposits. It was reported that Saudi Aramco has suspended 

work on two platforms for about a year and has delayed related 

spending of around USD 18 Bn by at least six months. On the 

other hand, as per the latest meeting from OPEC+ members, 

Iraq will implement its full share of production cuts as per the 

pact which is 1 mb/d and would compensate for the shortfall in 

May-2020. Iraq lowered its production by 573 tb/d during May-

2020 and as a result of the shortfall, the producer agreed to 

lower output by a further 57 tb/d July-2020 and a further 258 

tb/d in August-2020 and September-2020.    

After seeing one of the steepest growth in monthly production in April-2020, OPEC crude production reversed in May-2020 to show one 

of the steepest m-o-m declines of 5.84 mb/d to reach an 18-year low monthly average production level of 24.6 mb/d, according to data 

from Bloomberg. OPEC secondary sources showed an even steeper decline of 6.3 mb/d to reach 24.2 mb/d during May-2020, 

highlighting an output decline reported by all the producers in the group. Saudi Arabia accounted for 50% of the production cuts with a 

decline of 2.9 mb/d and produced at 8.7 mb/d during the month, the lowest production level since September-2019. UAE, Iraq and 

Kuwait also lowered production during the month and together with Saudi Arabia, the four producers accounted for almost 90% of 

production decline. With this decline in production, spare capacity in OPEC has also reached one of the highest on record at 9.4 mb/d. 

    Source: Bloomberg 
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Production ('000 b/d) Apr-20 May-20 Capacity Spare Capacity

Total OPEC-13 30,440 24,600 -5,840 -19.19% 34,035 9,435

Saudi Arabia 11,590 8,700 -2,890 -24.9% 11,500 2,800

Iraq 4,600 4,210 -390 -8.5% 4,800 590

UAE 3,680 2,450 -1,230 -33.4% 3,400 950

Kuwait 2,900 2,290 -610 -21.0% 3,075 785

Iran 1,960 1,950 -10 -0.5% 3,830 1,880

Nigeria 1,910 1,690 -220 -11.5% 2,000 310

Angola 1,360 1,270 -90 -6.6% 1,450 180

Algeria 1,020 820 -200 -19.6% 1,080 260

Venezuela 660 550 -110 -16.7% 900 350

Congo 320 290 -30 -9.4% 330 40

Gabon 210 190 -20 -9.5% 220 30

Libya 90 90 0 0.0% 1,300 1,210

Equatorial Guinea 140 100 -40 -28.6% 150 50

Total OPEC-12 25,840 20,390 -5,450 -21.09% 29,235 8,845

Source: Bloomberg, OPEC

Change
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Brent Crude Oil Price Forecast 

Firm As Of Q2 20 Q3 20 Q4 20 Q1 21

Emirates  NBD PJSC 17/Jun/20 28.0 30.0 33.0 35.0

Societe Generale SA 9/Jun/20 55.5 35.0 40.0 42.5

HSBC Holdings  PLC 8/Jun/20 32.0 33.0 40.0 50.0

Capita l  Economics  Ltd 2/Jun/20 31.0 40.0 44.0 46.0

Citigroup Inc 1/Jun/20 29.0 39.0 48.0

Deutsche Bank AG 29/May/20 31.0 35.0 40.0 40.0

MPS Capita l  Services  Banca per le Imprese SpA 26/May/20 30.0 35.0 40.0 45.0

Intesa  Sanpaolo SpA 25/May/20 30.0 35.0 42.3 45.0

Natixis  SA 22/May/20 29.8 35.0 41.0 38.0

Commerzbank AG 18/May/20 29.0 35.0 40.0 42.0

Westpac Banking Corp 12/May/20 27.0 26.0 29.0 32.0

BNP Paribas  SA 12/May/20 30.0 35.0 43.0 55.0

Market Risk Advisory Co Ltd 12/May/20 30.0 35.0 40.0 38.0

Rabobank International 28/Apr/20 31.3 37.5 43.0 46.5

CIMB 21/Apr/20 30.0 35.0 39.0 40.0

Bank of Nova Scotia/The 7/Apr/20 24.0 26.0 31.0 36.0

Banco Santander SA 1/Apr/20 25.0 31.0 37.2 38.0

Raymond James  Financia l  Inc 30/Mar/20 28.0 39.0 49.0 55.0

Landesbank Baden-Wuerttemberg 19/Mar/20 30.0 30.0 30.0 31.0

BBVA Research SA 18/Mar/20 30.5 40.9 44.5 50.8

ABN AMRO Bank NV 18/Mar/20 33.0 30.0 40.0 48.0

MUFG Bank 9/Mar/20 32.3 35.6 46.1 49.2

Median 30.0 35.0 40.0 42.5

Mean 30.7 34.2 40.0 43.0

High 55.5 40.9 49.0 55.0

Low 24.0 26.0 29.0 31.0

Current Fwd 33.9 40.9 41.6 42.3

Difference (Median - Current) -3.9 -5.9 -1.6 0.2

Source: Bloomberg
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