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Oil traders are daring to defy
market kingpin Saudi Arabia

The immediate price gain from the latest curbs that Saudi Arabia announced on Sunday lasted only for one day

-fered ack@| |vlemin[‘com

il tradersare startingto
ignore the mostimpor-
tant personin the mar-
ket. It could prove a
risky gambit.

A weelk ago, Saudi Arabian energy
minister Prince Abdulaziz bin Salman,
pledged to unilaterally cut the coun-
try’s Julyoil production to the lowest
in overa decade excluding covid-19
era curtailments. He described the
moveasa “lollipop”.

While there have been bigger out-
put cuts inrecentmonths, its symbol-
ism wasimportant,and Prince Abdu-
laziz left open the possibility of
extendingthe curb. Italsocameonthe
back ofa litany of comments that sug-
gest the prince wants to hurt those
who speculate on lower prices.

And yet traders are becoming less
responsive. Theimmediate price gain
fromthe curbs he announced on Sun-
day lasted a day. By Friday at 5 pm in
London, Brent futures were around
$76 a barrel—almost exactly where
they were a weelk earlier. A previous
output cut in April took less than a
month towearoff on prices.

Speakingon Sunday, the prince said
the Opec+ agreement was about being
proactive and precautionary. “I think
the physical market istelling ussome-
thingand the futures market istelling
ussomethingelse,” hesaid at the Arab,
China Business Conferencein Riyadh.
“To understand Opec+ today, it's all
about being proactive, pre-emptive
and precautionary.”

Despite expectations that oil
demand will outstrip supply in the
coming months, several things are
fuelling the bears’ confidence. Buttwo
negatives really stand out: the firstis
that Russianshipments have boomed
in the face of expectations that western

previous output cut by Saudi Arabia in April took less than a m

sanctionswould curtail them. The sec-

ond is concern about the fate of

China’s economy, for years been the
bedrock of demand growth.

“There are many uncertainties, as
usual, when it comes to

China’s Purchasing Manufacturing
Index fell to 48.8 last month, a level
that undershot expectations and was
also the weakest reading since Decem-
ber, when the country was mired in

covid zerorestrictions.

onth to wear off on prices.

the oil markets, and if [ Despite Even if its economy
have to pick the most expectations that does accelerate anew,
important one it's  gjldemandwill  China will have a lot of
Cipnﬂ. ]Tat]hBerl‘ exec- outstrip supply in crude 1.0 use up. The
utive director at the country’sstockpiles rose
v : months to come, i
International Energy i thi - toatwo-year highin May
Agency, saidinaBloom- any '“55 8IV€  ind several traders said
bears confidence

berg TV interview this
week. “If the Chinese
economy weakens, or

—

they see recent Saudi oil
price hikesto Asia, along-
side continued Opec+

growsmuchlower than many interna-
tional economic institutions believe,
of course this can lead to bearish senti-
ment.”

production cuts,aspart ofan effort to
drain thatinventory.

Thatis compounding aless-rosy—
but far from outright bearish—picture

REUTERS

ofglobal demand.

Since January, the IEA—whose sup-
ply and demand balances serve as a
benchmark for the world’s oil ana-
lysts—has shaved its anticipated
demand increase from second- to
fourth-quarters by 900,000 barrelsa
day. It still expects it to expand by a
robust 1.8 millionbarrelsaday, though
someare dubious of whetheritcan be
achieved.

Beyond China, thereisaglobal con-
cern about industrial production, a
close proxy for diesel demand. Manu-
facturing has been in contraction
worldwide for each of the last nine
months, according to JPMorgan data,
while a gauge of US trucking isat the
weakest since September 2021, This
week, the US cut its outlook for con-

sumption ofthe road fuel.

Those dynamics are, perhaps, part
ofwhy the cuts by Saudi Arabia and its
Opec+ allies are having less of an
impact.

“The producer groupisina multiple
bind: demand is looking weaker and
non-OPEC supply stronger by year-
end thanmany analysts had forecast,”
Citigroup analysts including Fran-
cesco Martoccia wrote. “Both Opec
and IEA forecasts have had an air of
wishful thinking about accelerating
demand growth.”

Stubbornly high oil flows are not
helping.

Whilethey have slippedinthe past
few months, observed seaborne oil
shipments are still up sharply com-
pared with where they were in May
2022, a month when Chinesebuying
was being undermined by the coun-
try’sefforts to contain covid.

Tracking by Bloomberg shows
shipmentsfrom the bulk ofthe world's
exportersrtytupL13 million barrelsa
day year on year. Russia’s cargoes, in
particular, are soaring. The nation’s
crude exports were within 100,000
barrels a day of a record in the four
weeks to 4 June, according to data
compiled by Bloomberg.

Thathasled toatorporin the face of
supply cuts. Likewise, markets for
physical barrelsare—for now at least—
showing little sign of major tightness,
though there's still a month before
Saudi Arabia’s cut takes effect. US
crude oil was thisweeksold in Europe
at the wealest ina month. Prior cuts by
some members of Opec+ began in
May.

Despite all that, it's far from a risk-
free bet for the bears.

Withthe kingdom effectively back-
stopping any decline in prices, some
investorsremain hopeful of meaning-
ful market tightening in the second
halfofthe year.
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OPEC+ working against ‘uncertainities
and sentiment’, says Saudi minister

REUTERS
RIYADH, JUNET

SAUDI ARABIA'S Energy
Minister Prince Abdulaziz bin
Salman saidon Sunday that the
latest OPEC+ agreement in-
volved comprehensive reform,
but that the alliance was also
working against “uncertainities
and sentiment” within the mar-
ket.

“That is why we had this
agreement,” the prince said at
the Arab-China business con-
ference in the Saudi capital
Riyadh, when asked what was
necessary to achieve market
stability.

He said while the physical
market was giving some signals,
the futures market was saying
the opposite, meaning the
OPEC+ alliance of producers

File.

had to “remain in a state of
readiness”.

SaudiArabia, OPEC's largest
exporter, announced a volun-
tary cutof 1 million barrels per
day (bpd) for July at an OPEC+
meeting in Vienna last week-
end.

The group of producers also

lowered its collective produc-
tiontarget for 2024 andthenine
participating countries ex-
tended voluntary cuts an-
nounced in April to the end of
2024.

The United Arab Emirates
secured a higher output quota
which it had long been seeking

-- anissue that had caused ten-
sion between the group and
Abu Dhabi, which has beenin-
creasing its output capacity.

The prince said the new
OPEC+ deal would be reward-
ing for those who were invest-
ing togrow their productionca-
pacity.

“In the final analysis what
this agreement will achieve for
allofus isthat those whoinvest,
not this year, but the years to
come, '24 and '25 and moving
forward, there will be a recog-
nition for their investment be-
cause they will be given higher
production allocations.”

Concern about the global
economy dampened the oil
market's reaction to Saudi
Arabia’s pledge to cutsupply. Oil
prices fellby morethan a dollar
per barrel on Friday to record a
second straight weekly decline.
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‘OPEC+ working against uncertainties’

REUTERS
Riyadh, June 11

SAUDI ARABIA'S ENERGY
minister PrinceAbdulazizbin
Salman saidon Sundaythatthe
latest OPEC+ agreement
involved comprehensive
reform,but thatthealliance was
also working against “uncer-
tainities and sentiment”within
the market.

“That is why we had this
agreement,” the prince said at
the Arab-Chinabusiness con-
ference in the Saudi capital
Riyadh, when asked what was

nece toachieve market sta-
bility.He said while the physical
marketwasgivingsome signals,
the futures market was saying
the opposite, meaning the
OPEC+ alliance of producers
had to “remain in a state of
readiness”.

Saudi Arabia, OPEC's largest
exporter,announced a volun-
tary cutof 1 million barrels per
day (bpd) for Julyat an OPEC+
meeting in Vienna last week-
end.The groupof producersalso
lowered its collective produc-
tion target for 2024 and the
nine participating countries

-

Prince Abdulaziz bin Saiman

extended voluntary cuts
announced inApril to theend of
2024.

The UAE secured a higher

output quota which it hadlong
been seeking -- an issue that
had caused tensonbetween the
group and Abu Dhabi, which
has been increasing its
output capacity.

The prince said the new
OPEC+dealwould berewarding
forthose who wereinvesting to
growtheir production capacity.

“In the final analysis what
this agreement will achieve for
all of us isthat those who invest,
not this year, but the years to
come,'24 and'25 and moving
forward, there willbearecogni-
tion fortharinvestment”
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Bargarh ethanol refinery will
boost green growth: Pradhan

Union Minister Dharmendra Pradhan on Sunday
said the ethanol bio-refinery plant being set up
by the Bharat Petroleum Corporation Ltd. in
Bargarh district of Odisha would give momentum
to green growth and sustainable development.
After inspecting the site, he said the plant would
provide employment opportunities to the youth
of the region. The plant would produce ethanol
from straw, waste and spoiled rice, he said. This
plant would promote green fuel. “Bargarh
bio-refinery is making steady progress and is
expected to be commissioned soon,” Mr.
Pradhan said in a tweet. Ethanol produced from
this plant will be blended with petrol. The cost of
the project is around 1,607 crore. rri
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10C top bidder for Reliance's KG
gas for 2nd auction in a row

Indian Oil Corporation (I0C), the country's largest oil firm, haswalked
away with half of the natural gas that Reliance Industriesand its
partner bp ofthe UK offered in the latestauction of the fuel used to
generate power, produce fertiliser, turned into (NG and used for
cooking purposes. I0Cgot2.5 million standard cubic meters perday
outofthe 5 mmscmd of gas auctioned last month, sources with
knowledge of the mattersaid.The oil refining and marketing
company bid the volumes on behalf of seven fertilizer plants. PTI
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PETROL, DIESEL
PRICES GO UP IN
PUNJAB AS GOVT

HIKES VAT ON FUEL

HT Correspondent

letters@hindustantimes.com

CHANDIGARH : The petrol price
in Punjab on Sunday went up by
93 paise per litre, while the die-
sel rate was hiked by 89 paise
per litre, after the state govern-
mentrevised the value added tax
(VAT) on fuel, officials said.

A notification for upward
revision in VAT was issued by
the state excise and taxation
department on June 10. Punjab
Petroleum Dealers Association
president Sandeep Sahgal said,
“The retail prices came into
effect from 6am on Sunday.”

With the increase in VAT,
retail prices of petrol and diesel
per litre in Ludhiana rose to
98.73 and %89.02 from 297.80
and 88.13, respectively, he said.

The value added tax on diesel
has been increased by 1.13% to
12% or 210.02 per litre, which-
ever is greater, while on petrol it
has been increased by 1.08% to
15.74% or 14.32 per litre, which-
ever is greater. The VAT increase
is likely to generate additional
revenue of 500 crore a year, a
government official said. This is
the second time that the Aam
Aadmi Party (AAP) government
in Punjab has hiked the fuel pri-
ces this year.
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