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Market Update: Crude oil futures plunge on unexpected EIA gasoline build, adding 

credence to weak demand 

 

 

The Crude Oil Headlines 

 Oil slips on weaker demand after US gasoline inventories rise unexpectedly 

 JBC Energy cuts its global 2020 crude demand outlook 

 Optimism that the US fiscal stimulus deal will be passed wanes after Trump’s tweet 

 One of two Norwegian unions agree to a wage package  

 

The settlement and early Asian trade  

The ICE Brent December Crude Oil contract Wednesday sharply lower settled -$1.43 at $41.73 a barrel whilst the 

Nymex WTI December crude oil contract closed -$1.67 at $40.03 a barrel. The Dubai Crude Oil Mar21 futures 

contract trading on the Tocom Exchange closed the night session at -880 yen/kilolitre at 27740 after settlement 

at 28620 on Wednesday’s day session. It reopened at 27700 during early Asian hours. The Shanghai 

International Energy Exchange INE Medium Sour Crude December20 opened softer at 269.1 after yesterday’s 

settlement at 270.0 Yuan a barrel.  

Oil prices fell further at the opening on Thursday, adding to heavy losses overnight, after a surprise build in U.S. 

gasoline inventories pointed to a deteriorating outlook for fuel demand as coronavirus cases soar in North 

America and Europe. The worsening Covid-19 pandemic will lead to additional stay-at-home measures that 

curtail economic growth and energy demand. The weak energy demand comes as additional barrels of crude out 

of Libya had been worsening oversupply fundamentals. 

U.S. gasoline stocks rose by 1.9 million barrels in the week to Oct. 16, the Energy Information Administration 

(EIA) said, compared with expectations for a 1.8 million-barrel drop. Overall product supplied, a proxy for 

demand, averaged 18.3 million barrels per day in the four weeks to Oct. 16. It is down 13% from the same 

period a year earlier. 

Crude inventories fell by 1 million barrels in the week to Oct. 16 to 488.1 million barrels, in line with analysts' 

expectations. Production of crude fell sharply last week to 9.9 million barrels per day from 10.5 million bpd. The 

drop was expected as a number of offshore facilities in the Gulf was shut due to the hurricane. 
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The Energy Commentary 

JBC Energy on Wednesday cut its global 2020 crude demand outlook, citing a persistent lack of recovery in U.S. 

gasoline demand. JBC now estimates global crude demand will fall by -8.7 million bpd on a y/y basis in 2020, 

about -500,000 bpd lower than a previous assessment. 

In the political arena in the US, hopes of a massive stimulus relief package deal have waned after 

President Trump blasted Democrats accusing them of being unwilling to compromise. High level negotiations 

could face a setback after the blast and it is unclear whether talks would continue or go dormant. The 

president’s tweet came amid deep opposition among Senate Republicans to the large bill. The Republican 

Senators seem more preoccupied with getting the confirmation of Trump’s Supreme court nominee, Amy Coney 

Barrett thru. Attention on passing the stimulus bill on the senate floor would only be after the confirmation.   

In Europe, one of Norway’s two labour unions for oil service workers struck a wage deal, while a second union 

broke off talks, union officials said on Thursday. Industri Energi, the largest of the two labour unions involved in 

negotiations, said it had agreed to a deal, while the smaller Safe union said it had broken off talks and would 

face mandatory mediation later this year. Members of Safe are not permitted to strike at this point, but could do 

so if the next round of talks, led by a state-appointed mediator, also fails to bring an agreement. Norway is 

Europe’s largest oil and gas producer after Russia. 

At a time when the crude oil market also is facing bearish fundamentals from new Libyan supplies to weakening 

demand from the resurgence of Covid-19, a key OPEC+ ministerial panel at a recently concluded meeting made 

no new policy proposals. OPEC+ however did pledged action to support the oil market. OPEC+ is due to reduce 

the output cuts by a further 2 million bpd in January. OPEC watchers, including analysts from U.S. bank J.P. 

Morgan, have said a weak demand outlook could prompt OPEC+ to delay the reduction in curbs. The plunge in 

overnight prices adds urgency to balancing the oil markets and reducing volatility. 
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Structural Crude Oil Drivers 

Global oil demand has been hard hit by Covid-19, especially by the slowdown of China’s economy and 

lockdowns worldwide. There are signs especially that China may pick up faster than the rest of the world. 

World oil output is radically changed with OPEC as well as non-OPEC been able to produce more if desired. 

Saudi Arabia and Russia have agreed to an output cut after a price war with signs that demand is slowly coming 

back. OPEC+ compliance have improved and members of the oil group intentions more reliable and clear. 

World Oil stocks however still stand above the 5-year average. 

Market View: Supply cuts rebalancing, increasing demand but still with high inventories and very sentiment 

driven 

The agreement among the giant producers had somewhat flattened the contango structure of time-spreads in 

major oil futures markets, which traders and investors construed as the oil markets may not be oversupplied 

going forth.  

The oil market which had all the ingredients of a Big Bear with higher production from Saudi Arabia and Russia, 

weaker demand from China and world inventories above its 5-year average but this notion is slowing giving way 

to bullish sentiment.  

However, concerted action by concerned Central Bankers and Governments would provide relief to a falling 

market; otherwise, the correction after the huge sell off would provide selling opportunities to bears gunning for 

below $20 a barrel oil.  

The scale of the oil price crash would have economists and analysts revaluating their forecast for growth and 

even increase the urgency among Central Bankers to cut interest rates.  

Crude prices would not recover to pre-covid levels until output cuts are deepen. Oil producers in the US need to 

do their part in order for oil prices to recover. 

 

 

GENERAL DISCLAIMER / DISCLOSURE 

 
This publication is prepared by Phillip Futures Pte Ltd., 250 North Bridge Road, #07-01, Raffles City Tower, Singapore 179101 (Registration Number: 
198305695G), which is regulated by the Monetary Authority of Singapore ( “Phillip Futures”). By receiving or reading this publication, you agree to be 
bound by the terms and limitations set out below. 
 
This publication has been provided to you for personal use only and shall not be reproduced distributed or published by you in whole or in part, for any 
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for any direct or consequential loss arising from any use of material contained in this publication.  
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are expressions of belief of the individual author or the indicated source (as applicable) only. Phillip Futures has not verified this information and no 
representation or warranty, express or implied, is made that such information or Research is accurate, complete, appropriate or verified or should be relied 
upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Futures shall not have any responsibility to 
maintain or update the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will 
Phillip Futures or persons associated with or connected to Phillip Futures, including but not limited its officers, directors, employees or persons involved in 
the preparation or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to any special, direct, 
indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage of this publication or (ii) accept any legal responsibility 
from any person who receives this publication, even if it has been advised of the possibility of such damages.  You must make the final investment decision 
and accept all responsibility for your investment decision including but not limited to your reliance on the information, data and/or other materials presented 
in this publication. 
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at 
any time without prior notice.  
 
Past performance of any product referred to in this publication is not indicative of future results. 
 
This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice.  This publication should not be relied upon 
exclusively or as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this 
publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product 
described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this 
publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should 
not be made unless all such risks are understood and an independent determination has been made that such transactions would be appropriate. Any 
discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of 
such risks.  
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product 
mentioned in this research should take into account existing public information, including any registered prospectus in respect of such product. 
 
Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited to its officers, directors, employees or persons 
involved in the preparation or issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and 
worldwide, including but not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), 
brokerage or securities trading activities. Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited to its 
officers, directors, employees or persons involved in the preparation or issuance of this report, may have participated in or invested in transactions with 
the issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business from such issuers. Additionally, 
Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited to its officers, directors, employees or persons 
involved in the preparation or issuance of this report, may have provided advice or investment services to such companies and investments or related 
investments as may be mentioned in this publication. 

Phillip Futures or persons associated with or connected to Phillip Futures, including but not limited to its officers, directors, employees or persons involved 
in the preparation or issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or 
options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in 
respect of the foregoing.  Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation 
in exchange rates between US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse 
effect on the value, price or income return of the investment. 
 
To the extent permitted by law, Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited to its officers, directors, 
employees or persons involved in the preparation or issuance of this report, may at any time engage in any of the above activities as set out above or 
otherwise hold a interest, whether material or not, in respect of companies and investments or related investments which may be mentioned in this 
publication. Accordingly, information may be available to Phillip Futures, or persons associated with or connected to Phillip Futures, including but not 
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, which is not reflected in this material, and 
Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited to its officers, directors, employees or persons involved 
in the preparation or issuance of this report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following 
its publication. Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited its officers, directors, employees or 
persons involved in the preparation or issuance of this report, may have issued other material that is inconsistent with, or reach different conclusions from, 
the contents of this material. 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or 
country where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Futures 
to any registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  
 
Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on Investment Products (FAA-N01) do not 
apply in respect of this publication.  
 
This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular 
needs of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material 
should seek advice from a professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such 
products, taking into account the specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest 
in any of such products. 
 
Please contact Phillip Futures at [65 65338017] in respect of any matters arising from, or in connection with, this document. 
 
This report is only for the purpose of distribution in Singapore. 
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