Monthly Report on Petroleum Developments
In The World Markets
July 2020
First: World Oil Markets
1. Oil Prices
OPEC primary estimations indicate that OPEC Reference Basket price
increased in June 2020 by 47.2% compared to the previous month, to
reach $37.1/bbl. While annual price of OPEC Basket is expected to
decrease in 2020 by $24.84/bbl or 38.8% compared to 2019, to reach
$39.20/bbl.
It’s worth mentioning that, OPEC Reference Basket increased by 42.5% or
$7.5/bbl in May 2020, compared to the previous month, reaching
$25.2/bbl. The historic production reduction agreement by OPEC+
countries participating in the Declaration of Cooperation, which aims to
face the repercussions of Corona Virus (Covid-19) pandemic, was major
stimulus for increase in oil prices during the month of May 2020, for the
first time during this year.
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Source: Organization of Petroleum Exporting Countries, Monthly Oil Market Report.

2. Supply and Demand
 Latest estimations indicate that world oil demand in Q2 2020,
decrease by a record of 11.1 million b/d or 12% comparing with
Q1 2020 level to reach 81.3 million b/d. Demand in OECD countries
decrease by 23% to reach 34.9 million b/d. And demand in
Non-OECD countries decrease by 1.5% to reach 46.4 million b/d.
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Whereas Projections indicate that world oil demand is expected to
begin recovering in Q3 2020, by 13.5% to reach 92.3 million b/d.
Demand in OECD countries is expected to increase by 27.2% to reach
44.4 million b/d. And demand in Non-OECD countries is expected to
increase by 3.2% to reach 47.9 million b/d.
 Estimates indicate that world oil supplies in May 2020, decreased by
12.1 million b/d or 12% comparing with previous month level to reach
87.5 million b/d. Non-OPEC supplies decreased by 9.1% to reach 58
million b/d, and OPEC crude oil and NGLs/condensates total supplies
decreased by 17.6% to reach 29.5 million b/d. as a result of the
beginning of implementing production reduction agreement between
OPEC+ and other oil producing countries since May 2020.
Estimates also indicate a further decline in world oil supplies during
June 2020, as Saudi Arabia, Kuwait and the United Arab Emirates
announced an additional and voluntary reduction in their production by
about 1 million b/d, 80 thousand b/d and 100 thousand b/d,
respectively, during the month of June. In this context, it was agreed to
stop oil production from the Khafji field shared by Saudi Arabia and
Kuwait during the same month.
 US tight oil production in May 2020 sharply decreased by
811 thousand b/d compared to the previous month level, to reach 7.938
million b/d, the largest monthly decrease since data records began.
And production is expected to decline during June 2020 to 7.725
million b/d, and during July 2020 to 7.634 million b/d, the lowest level
since July 2018. Besides US oil rig count decreased in May 2020 by
199 rig, the largest monthly drop on record, to stand at 316 rig,
the lowest level since data records began.
US tight oil production and oil rig count
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Source: EIA, Drilling Productivity Report for key tight oil and shale gas regions June 2020.
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3. Oil Inventories
 OECD commercial inventories in May 2020 increased by 71 million
barrels from the previous month level to reach 3208 million barrels,
and strategic inventories in OECD-34, South Africa and China
increased by 6 million barrels from the previous month level to reach
1855 million barrels.
Change in Global Inventories at the End of May 2020 (million bbl)

Source: Oil Market intelligence, July 2019 and June 2020.

4. Oil Trade
US Oil Imports and Exports
 US crude oil imports in May 2020, increased by 10% from the
previous month level to reach 6 million b/d, and US product imports
increased by 1.1% to reach about 1.8 million b/d.
 US crude oil exports in May 2020, increased by 2.2% from the
previous month level to reach 3.2 million b/d, whereas US product
exports decreased by 26.8% to reach about 4.1 million b/d.
Second: Natural Gas Market
1. Prices
 The average spot price of natural gas at the Henry Hub slightly
increased in May 2020 to reach $1.75/million BTU.
 The price of Japanese LNG imports in April 2020 decreased by
$0.18/m BTU to reach $9.35/m BTU, and the price of Chinese LNG
imports decreased by $0.16/m BTU to reach $7.66/m BTU. Whereas
the price of Korean LNG imports increased by $0.31/m BTU to
reach $9.18/m BTU.
2. Exports
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Arab LNG exports to Japan, China and South Korea were about
2.189 million tons in April 2020 (a share of 16.3% of total imports).
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