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Graphic for future of energy report

Some energy majors believe a gas shortage is looming as need for the fuel grows, paving the way for

an expected wave of new project approvals and expansion targets, particularly targeting the Asian

market.

Shell recently approved a $12bn project to send supercooled gas from Canada to China. Qatar, the
world’s largest LNG producer, is preparing to expand its facilities by about a third by the mid-

2020s.

h ft 1 1 134d1c

Majors back gas in power switch as a ‘bridge fuel' | Financial Times
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Big Oil bets on a dash for gas
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Subsidiaries of the National
Iranian Oil Company (NIOC)
signed on tuesday agreements
with Iran-based companies
aimed at maintaining and
increasing the production
capacity of nine ageing oil and
gas fields in deals worth a total
of US$1 billion, the Iranian oil
ministry’s news service Shana
reported.

The agreements signed today
are part of a wider plan to have
33 projects for enhancing the
production capacity at Iranian oil
and gasfields. The 33 projects will
be worthatotal of US$6 billion in
three years, Shanareports.
According to S&P Global Platts,
the nine deals signed on tuesday
are expected to add nearly 90,000
bpdto Iran’s production capacity
within the next three years, while
the 33 projects are designed to

raise [ran’s production capacity
by 281,000 bpd.

Iran’s capacity may be increased,
butits oil productionand exportsare
currently limitedbythe U.S.sanctions
thatreturned inearly November.
According to OPEC’s secondary
sources, Iran’s crude oil production
plunged by 159,000 bpd from
Novemberto 2.769 millionbpd in
December. Inthethirdquarterof2018,
before the U.S. sanctions were re-
imposed, Iran’s crude oil production
averaged3.603 millionbpd.

Before the sanctions, Iran was
OPEC’s third-largest producer
after Saudi Arabiaand Irag, whilein
December, as per OPEC’s sources,
the Islamic Republic was only fifth,
after Saudi Arabia, Iraq, the United
ArabEmirates(UAE),and Kuwait.
Atthe signing ceremony for the
deals to boost Iranian production
capacity, Iran’s Oil Minister

Bijan Zanganeh said that “We
wanted to create projects only
for [ranian contractors.”

“We wanted toraise hope among
local companies as [the US]
wants to cause worry and upset
Iranian people by the sanctions,”
Platts quoted Zanganeh as
saying.

Iran will not be complying
with the “fully illegal” U.S.
sanctions, Zanganeh said
earlier this month, in yet
another defiant statement
from tehran after the
American sanctions on Iran’s
oil and shipping industry
snapped back.

While it stays under U.S.
sanctions, Iran will not be
discussing the volume or the
destination of its oil exports,
the Iranian oil minister
noted.

Iran Looks to Boost Oil, Gas Production
Capacity With $1B Deals
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Exxon Signs Up For Germany
LNG Project

Exxon has inked a preliminary
agreement with Germany
Uniper for future LNG supplies
to anew import terminal in
Wilhelmshaven, Reuters
reports, citing the
German company.
TheWilhelmshaven
project is
Germany’s first
LNG terminal.
It will consist
of floating
storage and
regasification
facilities and has
already attracted the
interestof several LNG
suppliers, including the
United States and Qatar. It will
have a capacity of 10 billion cu
m of natural gas annually.
Exxon has signed up for a
portion of the regasification
capacity at Wilhelmshaven.
“the heads ofagreement (anon-
binding draft) is an important
step towards the realisation of
the Wilhelmshaven floating
storage and regasification
(FSRU) project,” Reuters
quoted Uniper’s chief
commercial officer, Keith

Martin, as saying. the official
added that “the FSRU will
provide LNG companies from
the United States, but also
other countries from around the
world, with the opportunity to
deliver LNG into the German
and European markets.”

the project will be financed and
operated by Japanese Mitsui
OSK Lines, which Uniper
contracted for the job last

December.
The German energy major is
at the same time member of
the consortium building the
Nord Stream 2 pipeline
from Russia, which has
caused opposition
from the Baltic
States and Poland,
along with Ukraine
on the grounds
more Russian
gas coming
into Europe
will strengthen
Moscow’s political
influence on the
continent.
Washington officials have
been vocal in their opposition as
well, citing European national
security concerns, but their
stance has been perceived by
some in European governments
as ameans of securing markets
for growing U.S. LNG supply.
Exxon is one of the biggest
players in this field, with stakes
in various projects whose total
capacity amounts to more than
65 million tons of the fuel that is
growingincreasingly popular, not
justin Europe butin Asiaas well.
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The 7 Factors Driving
Oil Prices In2019

Lastyear, oil prices rallied all the way up to a four year high before
plunging more than $30. There were many factors at play during that
volatile period, most notably the Iranian sanctions and the resultant
promise by OPEC+ to boost production to avoid a supply shortage.
Volatility appears to have continued into 2019, with uncertainty rife
across anumber of key areas in this year’s oil markets.

Demand- OPEC estimates suggest that there will lower oil demand
in 2019 due to various factors. In its most recent Monthly Oil report,
the cartel revised its demand growth forecast down by 100,000
bpd. Goldman Sachs has also “slashed its oil price forecast” due to
concernsregarding oversupply and relatively weaker demand. Ifthese
predictions are accurate then falling demand growth will likely impact
prices throughout the year.

China’s economic health- It may not be possible to win a trade war,
but one party can suffer more than the other. this seems to be the case
with China as manufacturing slows and GDP growth forecasts look
bleak. the Chinese stock market gained the title of worst-performing
stock market of 2018, largely due to the trade war. Recently released

YV 1AV olo viiw!

inflation data, which measures
the Consumer Price Inflation
(CPI), was lower than what
observers had expected; rising
1.9 percent against an estimated
2.1 percent. Producer inflation
also looks worrying for China,
rising only 0.9 percent against
expectations of 1.6 percent
growth. Should the world’s
most important consumer see an
economic slowdownin2019, the
global economy and oil markets
would both be hithard.

Global Recession and Financial
turmoil- We are currently in the
longest bull market in history, a
factthat may be seen as a cause
for worry as we enter 2019.
2018 saw multiple sell-offs in
the U.S. stock market driven by
fear of a financial crisis, slow
growthandthetrade war. In2019
the observers should continue
tracking the health of the global
economy closely. the U.S. yield
curve, a time tested measure of
prognosticating a recession, has
once again inverted. An inverted
yield curve augurs ill for both
the global economy and the oil
market.

2020 Maritime Regulations-
The International Maritime
Organization (IMO) announced
anew setofrules (in2016)to be
implemented by 2020 to reduce
the sulfur content in “all marine
fuels” from 3.5 percent to 0.5
percent. There are differing
opinions about the readiness
and capacity of refineries to
implement such reforms.

According to one estimate, almost 75 percent of extra capacity needs to be built to implement said rules.
Moreover, the cost to do so might not be compensated by the sales. In any case, developments in the 2020
IMO rules will be extremely important to follow, with the potential to drastically transform crude oil
demand.

Trade war- Nothing disturbs the flow of world trade, and hence the demand for different commodities
including oil, than a trade war. The effect is, of course, amplified if it is between the world’s largest
economies. Thetrade waris particularly important in the context of oil because the countries make upmore
than 30 percent of world oil demand. While the recent trade talks between the countries having concluded
on a positive note, the
official statements from
both sides donot give a
framework or timeline
on aresolution of the
issue. From oil demand
to the global economy,
this trade war is
undoubtedly one of the
most important factors
foroil pricesin2019.
Production cuts-
OPEC+finalized a deal
in December to curb

output by 1.2 million
barrels per day, and
the details of that deal
are important to take
note of. Firstly, the
base month on which
these production cuts
are based in October
when the major OPEC
and Non-Opec (Russia)
producers were pumping atrecord highs. Secondly, Russia does not seemto be very eager about forming a
long term alliance with the Saudis and have stated that they would be content with lower oil prices. Russian
energy minister Alexander Novak said just after the December OPEC+ meeting that it might take few
months to reach the desired production levels. Keeping an eye on how these cuts pan outin 2019 will be
key to understanding the supply side of the oil market.

Iran Waivers: Sanctions on [ran and the waivers given outby Washington will continue to be akey factor
inoilmarketsin2019. Therenewal of waivers thathave already been granted to the major buyers of Tranian
crude oil is far from a certainty. Any decision to renew or repeal them will heavily impact oil prices.
While this list is far from exhaustive, it contains the most significant oil price catalysts to watch in 2019.
The interplay between these factors is likely to play a large role in influencing the oil market narrative for
the year to come.



ALookBack At 20 Years

Of Gasoline Prices
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I'have written many times about the limited impactasitting President

canhave on gasoline prices. Presidents can pursue policies thatovera
period oftime can influence gasoline prices in one direction or another,
but their ability to impact prices quickly is pretty limited," President
trump’s tweet on gasoline prices"

However, this year President trump did indeed impact gasoline prices.
Gasoline prices fell sharply because oil prices collapsed. President
trump influenced that by conning Saudi Arabia into increasing
production and then letting Iran continue to export oil.

I'would also point out that gasoline prices at this time of year are
usually low, because seasonal demand is low (and it’s cheaper to
produce winter gasoline).

For comparison, below is the national average retail gasoline price
during the first week of January over the past 12 years.

President Bush was still in office in January 0f 2008 and 2009. Oil
prices had collapsed in 2008 in response to the financial crisis, and
gasoline prices followed. In January 2009 — just a couple of weeks
before Barack Obama’s inauguration — gasoline prices had fallen
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Average national retail gasoline price during the first week of January.

by nearly half from the previous
year.Thatprice, $1.74/gallon, is
the lowest on the graph.

The second lowest price, $2.14/
gallon, happened in 2016
following another oil price
collapse. that same collapse
had also impacted the price
of$2.31/gallon in 2015, the
third lowest price on the chart.
President Obama was in office
atthat time.

This year’s price of $2.33/
gallon is the fourth lowest on
the graphic. However, [ would
acknowledge that President
trump probably had more
impact on this price than Bush
or Obama had on the other low
prices.

Nevertheless, if we return to
President trump’s tweet and
the question of whether it’s
just luck that gasoline prices
are low — I think it’s clear
that sometimes it is just luck.
President Bush’s energy
policies weren’t responsible
for gasoline prices being
below $2/gallon in 2009. Nor
did President Obama’s energy
policies cause gasoline prices
tofallin2015and 2016.

But the jury is still out as to
whether President trump’s
impact will be more than fleeting.
The short-term benefit of lower
gas prices came at a cost. Saudi
Arabiais already reducing oil
production and pushing oil prices
higher. Itis doubtful they willbe as
compliantwhenitcomesto future
requests that they pump more oil.

Crude oil production in Iraq
averaged 4.5 million barrels per
day (b/d) through August 2018,
up from 4.4 million b/din2017.
Iraq’s crude oil production has
been steadily increasing since
declines in the late 1990s and
early 2000s, and it has nearly
doubled over the past decade.

Iraq is the second-largest crude
oil producer in the Organization
of the Petroleum Exporting
Countries (OPEC), after Saudi
Arabia, and holds the world’s
fifth-largest proved crude oil
reserves. Nearly 90% of Iraq’s
crude oil production comes from
onshore oil fields in the southern
part of the country; these fields
are under the control of the
central government in Baghdad.
The remaining 10% of Iraqi
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Iraq’s oil production has
nearly doubled over the

pastdecade

crude oil production comes from

oil fields in northern Iraq, mostly
operated by the Kurdistan
Regional Government (KRG).
Disputes between the Iraqi
central government and KRG
have resulted in disruptions to
production in the region, but
current production has partially
recovered as ofmid-2018.

Iraqi consumption of petroleum
and other liquids has also been
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increasing over the past decade,
and consumption reached 0.8
million b/d of petroleum and
other liquids in2017. Iraqrelies
on imports of some petroleum
products—including diesel,
gasoline, and kerosene—but
much ofthe country’s petroleum
and other liquids consumption
is met by domestic production.
Iraq produces significantly more
oil than it consumes and exports
the remainder.Total seaborne
Iraqi crude oil exportsaveraged
3.8 million b/din 2017, mostly
from terminals in southern
Iraq. More than half of Iraqi
seaborne exports go to markets
in Asia. Exports to the United
States account for 17% of'total
Iraqi exports. Relatively
small volumes of crude oil
are also transported by
truck or pipeline to turkey.
Iraq’s economy is heavily
dependent on crude oil export
revenues. Crude oil exports
accounted for 88%, or
almost $60 billion of total
government revenues in
2017, excluding those from
the KRG.



The World Of Energy
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Aramco is looking to invest in U.S. natural gas and is prepared to

spend “billions” on acquisitions in the segment, the company’s chief
executive Amin Nasser told Reuters on the sidelines of the World
Economic Forumin Davos.

Aramco’s international gas team has been given an open platform
to look at gas acquisitions along the whole supply chain. They have
been given significant financial firepower—in the billions of dollars,”
Nasser said after he noted Aramco will pour US$10 billion in fresh
investments into its U.S. refinery, Motiva, which is the largest in the
country.

The assetacquisition push into the United States is part of an ambitious
US$150-billion natural gas expansion strategy over a period of ten
years to 2030. As aresult of the strategy, Aramco plans to become a
net gas exporter.

Itmakes perfectsense to look for expansion opportunities in the United
Statesin light of this strategy, and Nasser told Reuters as much, noting
that the country had abundant ethane resources that made investments
inthe industry “very lucrative”, Reuters quotes him as saying.
Aramco currently produces 14 billion cu ft of natural gas daily and is
the ninth largest producer of the fuel globally, behind the Netherlands
andahead of Algeria atnumber ten. However, most of this is consumed
domestically, so there isn’t much left for exports. Aramco plans to
change this by boosting local production to 23 billion cu ft daily
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by 2030. to this end, it will
also boost its gas production
capacity to 70 percent of the
total, from 50 percent now.
Along with natural gas,
Aramco is expanding into
petrochemicals as well,
committing tens of billions
of dollars to various oil
refining and petrochemicals
production ventures around
the world. As part of this drive,
the company also plans to buy
a 70-percent stake in Saudi
petrochemicals major Sabic.
to this end, it would need to
borrow on international bond
markets. Saudi Arabia’s energy
minister, Khalid al-Falih earlier
this year said it is preparing for
the issuance ofa US$10-billion
bond.

U.S. Set to Pump More Oil than Russia
And Saudis Combined

In amajor shift, the United States
is set to produce more oil and
liquids than Russia and Saudi
Arabia combined by 2025.

In Rystad Energy’s base case
oil price scenario, US liquids
production is forecast to surpass
24 millionbarrels per day overthe
next six years, thereby outpacing
the combined output from Russia
and Saudi Arabia.

“The United States, having
regained its position as the
world’s top liquids producer in
2014, ispoisedtoaccelerateintoa
league ofits own over the next six
years and eclipse the collective
output of its two closest rivals
by 2025,” said Rystad Energy
partner Artem Abramov.
Historically, the US, Russia and
Saudi Arabia have consistently
switched places at the top of the
global list of liquid producers
—measuring crude oil, lease
condensate and plant natural gas
liquids—but lately market-driven
US oil activity and production
has built significant momentum.
the US has not seen its liquids
market share exceed 50% among
the “Bigthree” producing nations
since 1970.

“US growth potential could be
slowed if oil prices slide below
our base case forextended periods

but, as long as average prices stay above $50, positive US production
tendencies will persist,” Abramov added.

Rystad Energy, the independent energy research and consulting firm
headquartered in Norway with offices across the globe, assumes an
average Wtl Cushing oil price of $58 per barrel in 2019 t0 2025.

The growth in US liquids production will be driven by major shale
basins such as the Permian in parts of texas and New Mexico. Given
the steep production decline rates of shale wells, consistently strong
annual capital expenditure (capex) levels are needed in order to deliver
onour base production forecast. This corresponds to as much as 20%
growth compared to the investment level observed inthe US oilpatch
in 2018, while the $260 billion capex level recorded in 2014 is not
expected to ever be seen again.

“Some market participants have voiced concerns about a possible
depletion in resources from core parts of major liquids basins in the
US. But there are no indications that such a development will occur
any time soon,” Abramov noted. “While Rystad Energy generally
applies a conservative approach when estimating remaining drilling
inventory peracreage, even in the most mature Bakken and Eagle Ford
basins, about 70% of economically recoverable resources in Rystad
Energy’sbase case oil price scenario have yet to be developed.”

Liguids production sutlook by country and year
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South Africa Oil Discovery
Could Be A Game-Changer

One of the promising hotspots for oil and gas exploration drilling this
year—South Africa’s offshore—has just yielded amassive natural gas
and condensate find that could open anew exploration province for oil

majors and change the energy fortunes of South Africa.

France’s major total said this week that it had made a significant
discovery on the Brulpadda prospects off the southern coast of South
Africa.

“With this discovery, total has opened a new world-class gas and
oil play and is well positioned to test several follow-on prospects
on the same block,” said Kevin McLachlan, Senior Vice President
Exploration at total.

Accordingtototal’s chiefexecutive Patrick Pouyanne, the discovery
could hold 1 billion barrels of oil equivalent of gas and condensate
resources.

The operator of the license, total, and its partners Qatar Petroleum,
CNR International, and South African consortium Main Street,
now plan to acquire 3D seismic data this year, followed by up to four
exploration wells on the license.

“Itis exciting for our country that this discovery has been made. It is
potentially amajor boost for the economy, and we welcome it as we
continue to seek investment to grow our economy,” South Africa’s
Mineral Resources Minister Gwede Mantashe said, commenting on
the major gas discovery.

The African Energy Chamber (AEC) also hailed the first major deep
water discovery off South Africa, saying, “this is a great first step for

the country which still relies on
imports of oil and gas despite the
greatreserves believedtobeinits
soil and waters.”

Accordingto AEC, the discovery
could change the course of South
Africa’s economy and help to
reduce the country’s dependence
on oil and natural gas imports.
While South Africa is currently
drafting new legislation on oil
and gas resource development,
the offshore regions around the
whole African continent has
recently seen growing interest
from oil and gas majors willing
to explore what they believe
is the next exploration hotspot
in the world. BP and Shell
are expanding their African
presence, while ExxonMobil is
focusing on western and southern
Africa, amassing stakes in
prospects in Ghana, Mauritania,
Namibia, and South Africa,
hoping to strike a discovery
containing no less than a billion
barrels of crude, also known as
anelephant.

South Africa was one of
the hotspots of promising
exploration drilling that
WoodMac had identified for this
year, alongside Guyana, Brazil,
Mexico, the U.S. Gulfof Mexico,
Cyprus, and the Barents Sea in
Norway.

Total’s major deepwater
discovery offshore South Africa
is now opening a potential new
wave of majors drilling in the
area, hoping to find the next
billion-barrel discovery.
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Oil Prices Drop After Touching

Oil prices turned sharply
down on Monday, after having
reached 2019 highs earlier in
the day, as concerns about the
global economy resurfaced
andafirmer U.S. dollar reduced
investors’interestin buying the
commodity priced in the U.S.
currency.

At10:20 a.m. ESt on Monday,
Wil Crude traded down 2.95
percent to US$53.63, while
Brent Crude was down 2.18
percentat US$61.38.

Oil prices started the week
higher, with both international
benchmarks rising early on
Monday as OPEC’s supply cuts
to rebalance the market and the
U.S. sanctions on Venezuela’s
oil combined with a sharp drop
in U.S. rigs to give a bullish
push to prices.

On Friday, Baker Hughes
reported a sharp drop in the
number of active oil and gas
rigs in the United States last
week.The total number of
active oil and gas drilling rigs
fell by 14 rigs, according to
the report, with the number of
active oil rigs falling by 15 to

2019 High

reach 847 and the number of gas rigs increasing by 1 toreach 198.
Signs that U.S. shale drilling growth could slow down lent some
support to oil prices.

The latest surveys show that OPEC’s crude oil production dropped
in January by the most in two years—since the initial production
cutdeal began in January 2017. According to the monthly Reuters
survey tracking supply to the market and based on shipping data
and information provided by sources at oil companies, OPEC’s
crude oil production in January was 30.98 million bpd, down by
890,000 bpd from December 2018.

However, amid mixed signals from all sides, analysts see
the still insufficient progress in the U.S-China trade talks as
weighing on oil prices. A firmer U.S. dollar also played its part
in the U-turn in oil prices on Monday.

“Oil prices have lacked direction in today’s trading session
because of mixed market cues,” Abhishek Kumar, a senior
energy analyst at Interfax Energy in London, told Reuters.
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Russia-Ukraine Enter Gas
Transit Talks

InBrussels, Russiaand Ukraine held ministerial-level talks on the transit
ofRussiannatural gas to Europe via Ukraine (tASS, January 22,2019).
The European Commissionis chairing this process, and the ministerial
meeting just held in Brussels wasThe second at this level, the first
having been held in July 2018. The Commission is a neutral mediator,
impartially seeking to apply the European Union’s legislation to the
transit of Russian gas via Ukraine to the EU, in the interest of market
competitionand supply security for Europe. Correspondingly, Ukraine
needs the protection of the EU’s legislation against the recurrence of
Russian depredations in Ukraine’s natural gas sector, particularly its
transit system at this stage.

These negotiations are meant to frame some general terms of transit
for Russian gas to Europe after December 31,2019, on which date
the existing Russian-Ukrainian contract will expire. That same
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date is also Gazprom’s deadline
for completion of the bypass
pipelines, Nord Stream two and
turkStream One, which are meant
to divertan aggregated 70 billion
cubic meters (bcm) annually
from the historical Ukrainian
transit route into these new
maritime pipelines. (the planned
turkStream two pipeline would
divertanother 15 becm annually
from the Ukrainian transit route
by 2022). The December 31,
2019, double deadlineisintended

to maximize the pressure on
Ukraine to surrender in one way
oranother: eitherto loseall transit
and the revenue from it, or to
accept predatory Russian terms
for using Ukrainian pipelines as
aresidual, backup option. this
is how Moscow has framed the
discussion until now. However,
the situation is beginning
to change, and Moscow must
adjust its negotiating position
accordingly.

Russian President Vladimir Putin
declared onJanuary 17thatitmay,
after all, be “possible to continue
the gas transit via Ukraine [to
Europe] even after both Nord
Streams and turkStreams are
used to their full capacities”
(Kommersant, January 21).

The operative meaning, barely
hidden in Putin’s statement, is:
First, Moscow is hedging against
likely delays to the completion
of Nord Stream two past the
December 31 deadline, thus
necessitating a contract for
Ukrainian transit to take effect
onJanuary 1, 2020, for an as yet
uncertain period of time. And
second, Moscow is noticing
the still-low but growing odds
that Nord Stream two and the
overland branches of turkStream
two might be further delayed, or
altered, or blocked altogether,
by the European Commission’s
efforts to bring that project under
EU market legislation and by
the warnings of sanctions by
the United States on companies
involved in Nord Stream two.
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In this evolving situation, the European Commission and Ukrainian
Naftohaz are starting to plan ahead for continuing transit of potentially
high volumes of Russian gas via Ukraine to Europe from 2020 onward.
The Commission’s vice president in charge of the Energy Union, Maro§
Sef?0vi?, who is chairing the Ukrainian-Russian talks, has submitted
anambitious setof proposals atthe January 21 Brussels meeting. These
terms implicitly take into account the possibility that Nord Stream
two and the overland branches of turkStream two could be delayed by
construction problems, altered to comply EU law, or blocked through
sanctions.

The Commission’s proposal envisages a transit contract between
Gazprom and Naftohaz with the following elements: a) annual gas
volumes “consistent with those usually delivered through Ukraine’s
transit system,” meaning (apparently as an opening gambit) 60 bcm
annually on a ship-or-pay basis and a further 30 bcm optionally; b)
contract duration of “ten plus” years (10 years firmly, prolongation
optionally) from January 1,2020 onward; c) compliance withthe EU’s
legislation that is being implemented in Ukraine, including ownership
unbundling (of gas supply from gas transportation); d) EU-standard
agreements to be signed on inter-connections between the Ukrainian
transitsystem and those of all neighboring countries.

One major stated purpose of these terms is to make the Ukrainian gas
transitsystem commercially attractive for major European companies,
soasto formaconsortium with the unbundled Ukrainian transit system,
manageitand investin its upgrade.

The Brussels meeting brought out the conflicting views of the Russian
and Ukrainian sides, respectively. The Russians want to simply prolong
the existing transit contract, signed in 2009 on Gazprom’s terms,
and expiring at the end 0o 2019. They insist on ignoring (i.e., rolling
back and canceling out) Ukraine’s ongoing implementation of the
EU’s gas market legislation. The Ukrainians intend to complete this
implementation, and want the transit contract to be signed by Gazprom
with the independent transit system operator thatis being set up through
theunbundling of Naftohaz (Ukrinform, January 18,22,2019; Interfax,
January 21,2019; Kommersant, January 22,2019).

Gazprom’s and Naftohaz’s top managements, as well as Ukrainian
Foreign Minister Pavlo Klimkin and Russian Energy Minister
Aleksandr Novak, led the two delegations at the Brussels meeting. the
Ukrainian side wants the next meeting at this level to be held in March.
the Russianside, however, wants to waituntil May or June with the next
meeting, in the plainly stated hope that Ukraine’s presidential election
in March would bring to power a more pliable leadership than the
incumbentone in Kyiv.



&5l sbid aslialo QY olo s

U.S.Sanctions, OPEC Cuts Create

Rare Oil Price Shakeup

Duetotighter supply of medium
andheavy sour crude oil, Middle
Eastern benchmarks for sour
crude grades have been trading
higher than Brent Crude prices
since the beginning of February
inararely seen development in
global oil prices.

On February 1, the cash Dubai
crude price edged above Brent
Crude for the first time since
August2015, accordingto S&P
Global Platts data.

Three key factors have been
tightening the global supply
of heavy crude grades, thus
pushing the prices of Dubai spot
and DME Oman crude futures
higher this month, traders and
analysts tell Reuters.

First, OPEC is currently ona
mission to cut supply again in
a bid to rebalance the market
and lift prices, and many OPEC
producers do pump and cut from
medium to heavy grades.

Then there are the latest U.S.
sanctions on Venezuela’s
oiltypically of the heavy variety
which drives demand for heavy
grades from other regions as
buyers seek alternatives. this
has also helped push the Dubai
and Oman benchmark prices
higher than Brent Crude’s an

unusual occurrence on the market, where lower-sulfur, sweet grades
from the Atlantic basin and the North Sea are typically more expensive
than the sour grades from the Middle East or Latin America.

The third key reason for Middle Eastern sour crude to trade higher than
Brent is the uncertainty over whether the U.S. will extend waivers (if
any) to Iran’s oil buyers when the current exemptions expire in early
May.

According to traders who spoke to Reuters, prices of the U.S. Mars
grade and of sour grades from Latin America like Colombia’s Castilla
havejumped as interest has also significantly increased after the United
States announced sweeping sanctions on Venezuela’s oil sector at the
end of January.

After the sanctions were imposed, the heavy sour grade Castilla and
Vasconia,amedium sour grade from Colombia, saw their prices jump
last week to their highest since September 2017, as per S&P Global
Platts data.




