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Market Headline: Crude oil falls on Saudi price cuts to Asia

The Tuesday Morning Updates
•
•

Crude oil prices fell overnight on Saudi Aramco lowering its crude oil price for its main grades for October,
indicating weaker demand for energy.
The U.S. weak non-farm payrolls report for August had already raised questions on short-term energy
demand over the long U.S. weekend.

Early Asian Trade
Crude oil prices fell on Monday in Asia and Europe on carry-over weakness from Friday after a much weaker NFP
and Saudi Arabia cutting its prices for Asian buyers over the weekend, suggesting an uncertain demand outlook.
State oil giant Saudi Aramco said that it will cut October prices for all crude grades sold to Asia, the region that
consumes the bulk of its oil, by at least $1 a barrel.
These concerns about demand, with Covid-19 cases still on the rise, comes in the wake of OPEC+, confirming its
intention last week to add another 400,000 barrels per day of supply in October.
The ICE Brent November2021 Crude Oil contract on Friday closed -$0.42 at $72.61 a barrel. The Nymex WTI
October crude oil contract closed -$0.70 at $69.07 a barrel. The Brent contract traded a low of $71.51 while the
WTI was lowest at $68.25 before a modest recovery. The U.S. was on a long weekend for the Labour Day
Holiday.
Besides the U.S. economic data showing a weaker-than-expected U.S. payroll growth. The China Aug Caixin
services PMI fell -8.2 to 46.7, steepest pace of contraction in 16 months. Eurozone July retail sales were also
disappointing dropping -2.3% m/m. The U.S. economy added back the fewest jobs since January last month as
the Delta variant took a greater than expected toll. Non-farm payrolls increased by 235,000 in August after rising
by more than 1 million in July, the U.S. Labour Department said Friday.
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The Energy Commentary and Key Drivers Ahead
Saudi Aramco said over the weekend that it will cut the official selling prices of all its main crude grades for
October. Arab Light, the most important Saudi export blend, will be offered at $1.70 over its Dubai/Oman
benchmark. That compares with a premium of $3 in September. The $1.30/bbl cut is much larger than
expectations for no more than 40c/bbl, and was the largest such reduction in a year, according to Reuters.
Saudi Aramco left its differentials for cargoes to Europe and North America unchanged, however. Conditions in
the North American market remain overshadowed by the after-effects of Hurricane Ida, where outages of both
production platforms and refineries are still widespread.
The actions reflect the difficulty of shifting increased production at a time when buying from China in particular
has weakened due to high commercial stockpiles and the impact of lockdown measures to stop the wave of
delta variant Covid-19 outbreaks. Saudi Arabia, the largest producer in the Organization of Petroleum Exporting
Countries, raised is set to raise its output by 100,000 barrels a day this month, after already raising it by 180,000
barrels a day in August, as part of a broad agreement to raise overall supply to world markets by 400,000 barrels
a day each month.
The news from Saudi Arabia have come hard on the heels of a big miss in U.S. employment gains on Friday that
cast doubt over the strength of the U.S. economy, just as demand dynamics in North America are weakening
due to the end of summer. Commodity Futures Trading Commission data on Friday showed that bullish
sentiment toward crude waned again last week, with net speculative long positions held by money managers
falling to their lowest since October 2019 said an oil analyst.
A supporting driver for crude oil would be the weaker U.S. Dollar which was pressured by U.S. jobs report and
fell to a four-week low, which in the short-term could be supportive but in the longer horizon would indicate a
spotty a spotty U.S. economic recovery.
Last week also saw the OPEC+ meeting which brought no surprises as member states reiterated their
commitment to the 400,000 b/d monthly increase over the remainder of this year.

Market View
In the short-term oil market may be volatile with frequent pull-back as crude prices are beginning to struggle as
demand in Europe and India faces headwinds. There is a possibility of additional Iranian, UAE and Libyan barrels
flooding the market but we are expecting overall global GDP growth to hold up energy demand. Chinese
demand growth has slowed down but expectations of air travel picking up and increased number of vaccinations
negating the spread of the Delta variant coronavirus. However, OPEC+ with only an agreement till endDecember, and with no stated plans to increase output beyond their agreements had placed some uncertainty
ahead and a revaluation of the direction ahead in the immediate short term as prices are way into technically
oversold levels. The major trend is however still intact and deep pullbacks would provide opportunities for
buying the dips.
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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
purpose. If you have received this document by mistake, please delete or destroy it, and notify the sender immediately. Phillip Futures shall not be liable
for any direct or consequential loss arising from any use of material contained in this publication.
The information contained in this publication has been obtained from public sources which Phillip Futures has no reason to believe are unreliable and any
analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this publication are based on such information and
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
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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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