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Supply resumption and rising Covid-19 cases cap oil gains... 

Oil prices remained volatile over the last few weeks amid rising Covid-19 cases that led to tightening of 

lockdowns across several parts of the world including the US Midwest and in Europe. Events including US 

president contracting covid-19 and the resumption of supplies from Libya pushed down prices at the start 

of October-2020, but was followed by consistent gains mainly backed by oil strikes in Norway as well as 

encouraging economic data from mainly from India and China. In addition, the outage of around             

1.67 mb/d or 92% of oil supplies from US Gulf of Mexico led by Hurricane Delta during the second week 

of October-2020 also supported prices.  

The rising covid-19 cases has once again stoked fears of new lockdowns as seen from new restrictions in 

the UK, and Czech Republic as well as warning signs in France. The impact was also highlighted by the 

IEA in that said the pandemic is lowering demand for oil and plans by OPEC to increase supply next year 

would leave limited room for the market to absorb additional oil. Recent reports quoted Russia and 

UAE’s energy ministers saying that OPEC+ plans to stick of gradually tapering output cuts. 

Meanwhile, the impasse over the covid-19 federal aide package, which could have potential impact on US 

oil demand, has kept oil prices on the edge. Meanwhile, China continued to post economic recovery with 

retail sales showing growth for the first time this year in August-2020 coupled with falling unemployment 

and a expanding manufacturing activity. India’s September-2020 PMI was also the highest in over 8 years 

while that in the US was positive but slower as compared to the previous month.  

On the supply side, oil strikes in Norway, which started at the end of last month, spread to six oilfields 

by the first week of October-2020 affecting around 8% of Norway’s oil production or around 330 tb/d. 

The strikes were expected to expand but it ended after successful negotiations with the unions. Meanwhile 

in the US, production started getting restored after Hurricane Delta  affected 17% of total US daily crude oil 

production and 5% of natural gas production. The number of crude oil rigs in the US has seen consistent 

recovery after bottoming to a 15-year low during mid-August-2020. According to the latest weekly data 

from Baker Hughes, oil rig count in the US has increased by a total 14 rigs over the last three weeks to 

reach 193 rigs. Libya also lifted force majeure on several of its oil facilities and resumed production that 

soon reached around 355 tb/d by the second week of October-2020.  

In terms of oil demand, India’s September-2020 fuel demand showed growth for the first time in three 

months led by easing covid-19 related restrictions. Total refined fuel consumption increased by 7.2% m-

o-m but still remained 4.4% below last years levels in September-2020. Oil imports in China also 

improved by 5.5% m-o-m in September-2020 to reach 11.8 mb/d.  
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Oil Prices 
Spot crude oil prices regained the USD 40/b level during the second 

week following news of supply cuts coming from the US due to 

Hurricane Delta and the oil worker strikes in Norway.  A sharper-than

-expected decline in oil inventories in the US also supported prices. 

However, gains were capped by resumption of oil production in Libya 

coupled with mixed trends related to oil demand amid the covid-19 

resurgence. That said, concerns on the demand front pushed down 

average crude oil prices during September-2020 across the board. 

OPEC crude spot price averaged at USD 41.54/b after declining by 

8.1% m-o-m, the first decline in six months. The decline in Kuwait 

crude price was slightly lower at 6.6% m-o-m and averaged at USD 

42.1/b, whereas Brent spot price saw a much larger fall of 9.4% to 

average at USD 40.6/b.  

Meanwhile, both OPEC and IEA released their long-term forecasts for the oil market last week that showed that OPEC was relatively more 

optimistic than IEA in terms of demand recovery post Covid-19. According to OPEC, global oil demand is expected to reach pre-pandemic 

levels in 2022 and show growth until the late 2030s after which it is expected to flatten. OPEC also lowered its long-term demand 

estimates by more than 1 mb/b vs. its previous forecast and now expects world oil demand to increase from 99.7 mb/d in 2019 to 109.3 

mb/d in 2040 and then decline slightly to 109.1 mb/d in 2045. On the other hand, the IEA warned that the Covid-19 pandemic will have a 

lasting impact on the oil market and demand is expected to recover to pre-pandemic levels only in 2023 provided the pandemic is 

brought under control next year. The agency said that oil demand is expected to flatten around 2030s and the peak is expected to be 

much lower than the previous forecast. According to the IEA, oil demand is expected to increase by an average 0.75 mb/d until 2030 to 

reach 103.2 mb/d, around 2 mb/d less than IEA’s previous forecast. That said, on the supply from, the reduction in capital investments in 

new oil drilling activity in the US as well as subdued oil prices that has affected the heath of companies in the oil business could limit the 

growth in production over the coming years.   
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Average Crude Oil Prices, USD/b Aug-2020 Sep-2020  Change (USD) Avg 2019 Avg 2020

OPEC Reference Basket                        45.2                        41.5                         (3.7)                        64.4                        40.6 

Arab Light                        45.3                        42.1                         (3.2)                        65.3                        41.1 

Basrah Light                        46.1                        42.1                         (4.0)                        64.0                        40.5 

Bonny Light                        45.4                        40.8                         (4.6)                        66.1                        40.8 

Djeno                        37.3                        33.1                         (4.2)                        61.9                        35.5 

Es  Sider                        43.7                        39.2                         (4.5)                        63.9                        39.4 

Girassol                        45.8                        41.1                         (4.7)                        66.3                        41.7 

Iran Heavy                        45.1                        41.9                         (3.1)                        62.2                        39.6 

Kuwait Export                        45.1                        42.1                         (3.0)                        64.5                        40.6 

Merey                        35.2                        28.2                         (7.0)                        56.6                        27.9 

Murban                        45.5                        41.9                         (3.6)                        65.1                        42.5 

Rabi                        43.8                        39.4                         (4.4)                        63.8                        39.1 

Saharan Blend                        45.6                        41.0                         (4.7)                        64.6                        41.4 

Zafi ro                        45.2                        40.6                         (4.6)                        65.9                        40.5 

Other Crudes

Brent                        44.8                        40.6                         (4.2)                        64.5                        40.8 

Dubai                        43.9                        41.5                         (2.4)                        64.0                        41.5 

Is thmus                        41.2                        38.1                         (3.2)                        63.9                        34.9 

LLS                        44.1                        41.1                         (3.0)                        63.4                        40.4 

Mars                        43.8                        40.6                         (3.2)                        61.8                        39.1 

Minas                        42.8                        39.8                         (3.0)                        60.3                        40.5 

Ura ls                        45.0                        41.0                         (4.1)                        64.7                        40.9 

WTI                        42.4                        39.6                         (2.8)                        57.1                        38.3 

Differentials

Brent/WTI                          2.4                          1.0                         (1.5)                         (7.5)                          2.5 

Brent/LLS                          0.7                         (0.5)                         (1.2)                         (1.2)                          0.5 

Brent/Dubai                          0.9                         (0.9)                         (1.8)                         (0.6)                         (0.7)

Source: OPEC Monthly Oil Market Report - Oct-2020
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World Oil Demand 
World oil demand growth estimates remained largely unchanged from previous months levels with an expected decline of 9.5 mb/d in 

2020 to reach 90.3 mb/d during the year. Demand from the OECD countries were adjusted lower for the year by 0.06 m/b to 42.9 mb/d, 

registering a decline of 4.84 mb/d. The lowered estimates reflect a downward revision to transportation fuel demand in the US and parts 

of Europe during 2H-2020 led by a weak summer driving season. This more than offset the lower-than-expected demand decline during 

1H-2020 that was led by steady petrochemical feedstock demand in the US and an increase in heating fuel restocking in Europe. The 

continued practice of working from home could also lead to higher demand for heating including higher requirements of kerosene and 

natural gas in the coming winter season. Weather agencies are predicting a colder start to 2020-21 and as a result commodity traders are 

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

Americas 25.70 24.31 20.01 23.86 24.79 23.25 -2.45 -9.54

of which US 20.86 19.66 16.38 19.62 20.38 19.01 (1.85) (8.86)

Europe 14.25 13.35 11.01 12.89 13.23 12.62 (1.63) (11.45)

Asia Pacific 7.79 7.75 6.54 6.52 7.33 7.03 (0.76) (9.71)

Total OECD 47.75 45.41 37.56 43.27 45.35 42.9 -4.84 -10.14

Other Asia 13.30 10.70 12.85 12.97 13.58 12.53 -0.77 -5.79

of which India 4.84 4.77 3.51 3.55 4.34 4.04 (0.80) (16.53)

Latin America 9.02 8.23 7.79 8.33 8.70 8.26 (0.76) (8.42)

Middle East 6.59 6.11 5.61 6.17 6.08 5.99 (0.60) (9.11)

Africa 8.20 7.88 6.91 7.88 7.50 7.54 (0.66) (8.00)

Total Developing Countries (DCs) 4.45 4.37 3.77 3.97 4.2 4.08 -0.37 -8.32

Former Soviet Union (FSU) 5.61 5.21 4.58 4.85 5.11 4.94 -0.67 -11.96

Other Europe 3.61 3.44 3.04 3.20 3.24 3.23 (0.38) (10.54)

China 2.00 1.78 1.54 1.65 1.87 1.71 (0.29) (14.53)

Total "Other Regions" 52.02 47.27 45.02 47.72 49.51 47.39 -4.63 -8.9

Total World 99.76 92.68 82.58 90.99 94.86 90.29 -9.47 -9.49

Source: OPEC Monthly Oil Market Report - Oct-2020

World Oil Demand - 2020/2021, mb/d 2020 Q1-21 Q2-21 Q3-21 Q4-21 2021 Y-o-Y Growth % Chg.

Americas 23.25 24.37 25.25 24.89 25.27 24.95 1.70 7.31 

of which US 19.01 19.95 20.66 20.29 20.72 20.41 1.39 7.32 

Europe 12.62 13.55 14.29 13.64 13.51 13.75 1.13 8.92 

Asia Pacific 7.03 7.80 7.38 7.04 7.55 7.44 0.41 5.81 

Total OECD 42.90 45.72 46.92 45.57 46.32 46.14 3.24 7.54 

Other Asia 12.53 12.31 13.87 14.00 14.33 13.63 1.10 8.79 

of which India 4.04 4.89 4.19 4.36 4.99 4.61 0.57 14.02 

Latin America 8.26 8.33 8.96 8.79 8.84 8.73 0.47 5.66 

Middle East 5.99 6.21 6.27 6.37 6.31 6.29 0.30 5.00 

Africa 7.54 8.07 7.64 8.19 7.75 7.91 0.37 4.89 

Total Developing Countries (DCs) 4.08 4.46 3.95 4.17 4.39 4.24 0.17 4.05 

Former Soviet Union (FSU) 4.94 5.43 5.17 5.14 5.35 5.28 0.34 6.85 

Other Europe 3.23 3.57 3.37 3.37 3.38 3.42 0.19 6.02 

China 1.71 1.86 1.81 1.77 1.97 1.85 0.14 8.43 

Total "Other Regions" 47.39 49.71 50.06 51.03 51.96 50.70 3.31 6.98 

Total World 90.29 95.43 96.98 96.60 98.28 96.84 6.54 7.25 

Source: OPEC Monthly Oil Market Report - Oct-2020

said to be positive on the resulting demand of related oil products. In addition, a decline in leisure and travel activity is also affecting 

demand for transportation fuel in the OECD region.  

Demand estimate for the non-OECD region was raised slightly by 0.05 mb/d to decline of 4.63 mb/d during 2020 with demand expected to 

average at 47.39 mb/d during the year. The revision reflected better-than-expected demand from China due to higher industrial fuel 

demand as the country recovers form the Covid-19 pandemic. China continues to be a bright spot in an otherwise depressed economic 

growth globally due to the pandemic. In addition, according to reports, new refineries in China has also resulted in higher demand for 

crude from the Middle East producers. Oil imports in China have increased by 2.1% during September-2020 to 11.8 mb/d, the first 

monthly rise in three months and data for August-2020 showed all product categories, barring jet fuel, are seeing higher demand. On the 

other hand, continued restrictions in India has resulted in a decline in demand during August-2020. 

For 2021, world oil demand growth expectations were lowered by 0.08 mb/d and demand is now expected to recover to 96.8 mb/d 

registering a growth of 6.54 mb/d, reflecting lower economic growth for both the OECD and non-OECD countries.  
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World Oil Supply 
World liquids production declined during September-2020 by 0.06 mb/d and averaged at 90.71 mb/d. The decline was led by a slight 

decline in non-OPEC production, mainly in Brazil and Kazakhstan, totaling 0.01 mb/d to average at 66.6 mb/d coupled with further 

decline in production from OPEC countries. As a result, OPEC production declined marginally during the month to reach 26.6%. 

Non-OPEC supply forecast was once again revised upward by 0.31 mb/d led by higher-than-expected recovery in US liquids production. 

As a result, non-OPEC liquids supply is now expected to decline by 2.4 mb/d in 2020 to average at 62.8 mb/d. Supply estimates for the US 

increased by 316 tb/d in the latest assessment in addition to upward revisions for Guyana (+85 tb/d), Russia (+24 tb/d) and China (+13 

tb/d). These upward revisions were partially offset by downward revisions for supply from Brazil (-19 tb/d), Canada (-18 tb/d) and 

Thailand (-10 tb/d). For 2021, non-OPEC supply forecast was lowered by 0.11 mb/d reflecting a decline in supply expected from the US (-

102 tb/d) and Russia (-24 tb/d) partially offset by higher supply from Guyana (+34 tb/d), China (+12 tb/d), Australia and UK. Supply 

estimates for next year remains fragile as depressed prices vs. historical levels are forcing producers to slash drilling plans. The CEO of 

Russia’s Eriell, one of the country’s top independent oil service providers, said the country’s producers may further cut drilling by 20% in 

2021. Similarly, the CEO of Occidental said that oil production in the US will never reach the 13 mb/d mark.  

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

Americas 25.77 26.59 23.56 24.27 24.65 24.77 (1.01) (3.90)

of which US 18.43 19.05 16.81 17.49 17.75 17.77 (0.65) (3.55)

Europe 3.71 4.03 3.87 3.88 4.05 3.96 0.25 6.78 

Asia Pacific 0.52 0.53 0.54 0.54 0.62 0.56 0.03 6.07 

Total OECD 30.00 31.16 27.97 28.69 29.32 29.28 (0.72) (2.41)

Other Asia 4.05 4.15 4.16 4.16 4.03 4.12 0.07 1.81

Latin America 0.83 0.80 0.77 0.77 0.85 0.80 (0.03) (3.40)

Middle East 2.71 2.64 2.47 2.49 2.48 2.52 (0.19) (7.08)

Africa 6.06 6.36 5.83 6.15 6.42 6.19 0.13 2.13 

Total Developing Countries (DCs) 3.20 3.19 3.18 3.11 3.05 3.13 (0.06) (2.03)

Former Soviet Union (FSU) 1.53 1.49 1.48 1.43 1.4 1.45 -0.08 -5.21

of which Russia 14.52 14.65 13.11 12.56 12.57 13.22 (1.29) (8.92)

Other Europe 11.44 11.51 10.21 9.83 9.85 10.35 (1.09) (9.57)

China 0.47 0.46 0.46 0.45 0.44 0.45 (0.01) (2.76)

Total "Other regions" 32.89 33.27 31.00 30.67 30.81 31.44 (1.46) (4.43)

Total Non-OPEC Production 62.9 64.43 58.97 59.36 60.13 60.72 -2.18 -3.46

Processing gains 2.26 2.15 1.85 2.15 2.15 2.07 (0.19) (8.47)

Total Non-OPEC Supply 65.16 66.57 60.83 61.5 62.27 62.79 -2.37 -3.64

OPEC NGLs and non-conventionals 5.26 - - - - 5.15 (0.11) (2.09)

OPEC Crude Oil Production 29.34 28.26 25.59 23.84 -

Total World Supply 99.76 - - -

Source: OPEC Monthly Oil Market Report - Oct-2020

Non-OPEC Oil Supply - 2020/2021, mb/d 2020 Q1-21 Q2-21 Q3-21 Q4-21 2021 Y-o-Y Growth % Chg.

Americas 24.77 24.58 24.75 25.44 26.27 25.27 0.50 2.01 

of which US 17.77 17.51 17.84 18.12 18.75 18.06 0.29 1.62 

Europe 3.96 4.08 3.98 4.01 4.28 4.09 0.13 3.23 

Asia Pacific 0.56 0.57 0.56 0.59 0.58 0.57 0.02 3.04 

Total OECD 29.28 29.23 29.29 30.04 31.12 29.93 0.64 2.20 

Other Asia 4.12 4.06 4.06 4.09 4.17 4.1 -0.03 -0.7

Latin America 0.80 0.82 0.80 0.85 0.85 0.83 0.03 4.33 

Middle East 2.52 2.52 2.51 2.51 2.50 2.51 (0.01) (0.38)

Africa 6.19 6.44 6.40 6.35 6.58 6.44 0.25 4.07 

Total Developing Countries (DCs) 3.13 3.11 3.12 3.13 3.14 3.13 (0.01) (0.23)

Former Soviet Union (FSU) 1.45 1.39 1.38 1.36 1.34 1.37 -0.08 -5.76

of which Russia 13.22 13.19 13.18 13.18 13.17 13.18 (0.04) (0.32)

Other Europe 10.35 10.36 10.36 10.36 10.36 10.36 0.01 0.09 

China 0.45 0.44 0.43 0.43 0.42 0.43 (0.02) (5.26)

Total "Other regions" 31.44 31.53 31.44 31.47 31.76 31.55 0.11 0.36 

Total Non-OPEC Production 60.72 60.76 60.73 61.51 62.88 61.48 0.76 1.25

Processing gains 2.07 2.20 2.20 2.20 2.20 2.20 0.13 6.17 

Total Non-OPEC Supply 62.79 62.96 62.93 63.71 65.08 63.68 0.89 1.41

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

rest of the OPEC were marginal.  

Iraq’s production increased by 90 tb/d during the month to 

average at 3.78 mb/d, according to Bloomberg. According to 

data from Iraq’s SOMO, the monthly output averaged at 3.578 

mb/d, above the 3.404 mb/d quota as per OPEC+ agreement. 

Reports also show that the country increased its exports last 

month to 2.613 mb/d slightly more than 2.597 mb/d during the 

previous month.  

Oil production in Libya has seen a sharp rebound after oilfields 

resumed operations late last month. Political disruptions had 

caused Libya’s oil production to decline from an average of     

1.1 mb/d last year to around 184 tb/d average this year. At the 

start of October, the country was producing at around 300 tb/d 

and there are plans to increase further after the NOC restarted 

production from the country’s largest Sharara oilfield.  

Oil production in Venezuela saw its first monthly increase during 

September-2020 at 90 tb/d with an average production of       

0.4 mb/d. The increase came after PDVSA reportedly increased 

crude blending operations to a six-month high recently.  

On the other hand, the biggest decline in production during 

September-2020 was reported by UAE. The country lowered 

output in order to comply with the OPEC+ quota and produced 

at 2.68 mb/d, resulting in a monthly decline of 310 tb/d. 

OPEC oil production continued to increase for the third consecutive month, albeit marginally, as 10 out of 13 OPEC producers raised 

production. Average output in Sep-2020 increased by 40 tb/d or 0.16% to reach 24.43 mb/d, according to data from Bloomberg, while 

OPEC’s secondary sources showed production during the month was at 24.11 mb/d. This resulted in a compliance of 105% for OPEC 

producers, according to Reuters, whereas non-OPEC compliance stood at 97%. The overall compliance for OPEC+ stood at 102%. The 

biggest decline in production was reported by UAE after the country lowered its production by 310 tb/d during the month to comply with 

the OPEC+ agreement. Nigeria and Equatorial Guinea were the other two producers that lowered production during the month totaling 

50 tb/d. These declines were more than offset by higher production in mainly in Iraq, Venezuela and Libya while the production in the 

    Source: Bloomberg 
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Production ('000 b/d) Aug-20 Sep-20 Capacity Spare Capacity

Total OPEC-13 24,390 24,430 40 0.16% 34,035 9,605

Saudi Arabia 8,920 8,940 20 0.2% 11,500 2,560

Iraq 3,690 3,780 90 2.4% 4,800 1,020

UAE 2,990 2,680 -310 -10.4% 3,400 720

Kuwait 2,270 2,310 40 1.8% 3,075 765

Iran 1,920 1,950 30 1.6% 3,830 1,880

Nigeria 1,520 1,490 -30 -2.0% 2,000 510

Angola 1,250 1,270 20 1.6% 1,450 180

Algeria 870 870 0 0.0% 1,080 210

Venezuela 310 400 90 29.0% 900 500

Congo 290 310 20 6.9% 330 20

Gabon 160 180 20 12.5% 220 40

Libya 80 150 70 87.5% 1,300 1,150

Equatorial Guinea 120 100 -20 -16.7% 150 50

Total OPEC-12 20,700 20,650 -50 -0.24% 29,235 8,585

Source: Bloomberg, OPEC

Change
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Brent Crude Oil Price Forecast 
Firm As Of Q4 20 Q1 21 Q2 21 Q3 21

Capita l  Economics  Ltd 9/Oct/20 43.0 46.0 48.5 51.5

Market Risk Advisory Co Ltd 5/Oct/20 41.5 42.5 44.0 45.0

Citigroup Inc 30/Sep/20 48.0

BNP Paribas  SA 29/Sep/20 46.0 58.0 52.0 55.0

Banco Santander SA 24/Sep/20 42.4 42.5 43.0 44.0

Emirates  NBD PJSC 23/Sep/20 44.0 47.5 50.0 50.0

CIMB 17/Sep/20 48.0 50.0 53.0 55.0

Deutsche Bank AG 14/Sep/20 45.0 45.0 45.0 50.0

Intesa  Sanpaolo SpA 14/Sep/20 45.0 45.0 50.0 50.0

Westpac Banking Corp 11/Sep/20 38.0 35.7 33.0 34.0

Commerzbank AG 4/Sep/20 40.0 42.0 45.0 45.0

MUFG Bank 2/Sep/20 48.4 49.2 54.6 60.8

Rabobank International 27/Aug/20 43.0 44.5 45.5 46.5

ABN AMRO Bank NV 26/Aug/20 40.0 48.0 48.0 45.0

Landesbank Baden-Wuerttemberg 20/Aug/20 45.0 45.0 47.0 50.0

MPS Capita l  Services  Banca per le Imprese SpA 15/Jul/20 45.0 48.0 52.0

Bank of Nova Scotia/The 14/Jul/20 40.0 42.0 44.0 48.0

Natixis  SA 6/Jul/20 43.0 42.0 43.0 45.0

BBVA Research SA 25/Jun/20 42.9 44.5 50.8 51.6

Societe Generale SA 9/Jun/20 40.0 42.5 45.0

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

Median 43.0 45.0 47.5 50.0

Mean 43.2 45.5 47.2 48.7

High 48.4 58.0 54.6 60.8

Low 38.0 35.7 33.0 34.0

Current Fwd 42.2 43.3 44.0 44.6

Difference (Median - Current) 0.8 1.7 3.5 5.4

Source: Bloomberg
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