
KUWAIT: The global stock market rout that started last
week had its ripple effect on all asset classes including
commodities and currencies. As a result, oil price gains
since the start of the year were completely wiped off as
crude declined to a three-month low level after posting the
biggest weekly decline in two years. A strengthening dollar
due to the sell-off in addition to rising US crude output
also added to the oil price decline. OPEC crude dropped
8.2 percent during the week ended 9-February-18 after
seeing mild recovery in the previous trading sessions. The
biggest impact on oil
prices came after reports
showed rising US crude
production on the back
of elevated oil prices
resulting in rising oil
inventory levels and sev-
eral updates to full year
production expectations. 

According to data
from EIA, US crude pro-
duction increased by 332
tb/d and reached a new
high of 10.25 mb/d dur-
ing the week ended 2-
February-18 with improved drilling costs and lack of pro-
ducer restraint as some of the additional factors for the big
leap of almost 14 percent year-on-year. The rise in pro-
duction was concurrent with the surge in US oil rig count
that reached the highest level since April-15. In its Short
Term Energy Outlook, the EIA made a significant change
to its production forecast for 2018 and 2019. According to
the report, US oil production is expected to reach 10.59
mb/d in 2018, a big jump of almost 3.1 percent as com-
pared to EIA’s last month’s forecasts. US shale producers
are expected to continue to ramp up production in 2019
and reach almost 11.18 mb/d, according to the estimates
from EIA. 

Rising oil supply was not just a US phenomenon.
According to reports, Libya’s oil production reached the
highest level in 5 years during January-18 and averaged a
production rate of more than 1 mb/d, although overall
OPEC oil production remained almost flat. The increase
was offset by a decline in production in Venezuela, which
according to OPEC, saw a production decline of 47.3 tb/d,
while Bloomberg data shows a decline of 30 tb/d. 

On the other hand, demand-side factors continues to
remain strong given higher global economic growth.
OPEC’s latest monthly report reiterated this and said that
oil demand is expected to grow faster than expected given
the healthy and steady economic development in major
global oil demand centers. That said, OPEC said that the oil
market rebalancing is expected to happen only during the
second half of 2018 due to the rise in US oil production. 

We reiterate our view that oil prices are expected to
remain range bound for the rest of the year given equal
opposing forces. Apart from the ongoing production cut
pact, we see a number of fragile factors that has kept total
oil production at the current level, including OPEC pro-
ducers like Venezuela, Nigeria and some Gulf producers.
That said, the sustainability of demand in 2018 would help
lower some of the concerns relating to higher supply. 

Oil prices 
Crude oil prices rallied during the start of the year due

to a number of favorable factors supporting oil fundamen-
tals. Prices reached above $70/b to reach the highest level
in three years. Spot price for OPEC crude had reached
$68.46/b while spot Brent reached $71.08/b just before
prices started receding during the last week of January-18.
And as expected, higher prices triggered an output boom
in the US by shale oil producers. According to the updated

estimates from the EIA, US
production is said to have
breached the 10 mb/d
mark in December-17 and
production in January
topped 10.25 mb/d. On the
other hand, the two US
agencies, API and EIA,
reported conflicting data
for US crude inventories.
According to API, US
crude inventories declined
by 1.05 mb/d during the
last week of January-18 as
against analyst expecta-

tions of an inventory build. 
However, EIA’s data published a day later showed an

inventory build of 1.9 mb/d for the week ending 2-
February-18. The data also showed higher gasoline inven-
tories due to higher refining activity before the seasonally
slow spring season. 

US oil rig count data by Baker Hughes also reflected
the rising crude output by shale players as well as their
expectation of higher prices in 2018. According to the lat-
est weekly report, US drillers added 26 oil rigs during the
week ended 9-February-18, the biggest weekly increase in
a year, boosting the total count to 791 rigs, the highest
since April-15. Nevertheless, a number of factors are now
being considered while calculating shale production in the
US. These include cost inflation, well efficiencies peaking
and shareholders expecting returns after minimal spending
restraint from drillers. 

Oil price rally at the start of the year pushed average
crude prices to the highest level in three years. Average
OPEC crude price was up 7.7 percent in January-18 to
reach $66.9/b while Kuwait crude was up 7.9 percent.
Brent crude prices saw an equivalent surge of 7.8 percent
during the month. Trends in February-18 currently appear
to be weak and average prices so far show a decline for
the first time in eight months. 

World oil demand 
World oil demand growth estimates for 2017 was

revised upwards by 30 tb/d in OPEC’s latest monthly oil
report. Growth is now expected to have reached 1.60
mb/d to 97.01 mb/d reflecting better-than-expected data
from OECD Americas for Q4-17 for middle distillates and
fuel oil and from OECD Europe for Q3-17, especially in the
transportation sector led by growing vehicle sales. Overall
demand growth for the OECD region was raised by 18
tb/d to 47.37 mb/d for 2017. In the US, colder weather
and healthy economic growth has led to strong demand for

LPG, jet/kerosene, gas/diesel oil and residual fuel oil
although the recent rise in oil price affected the demand
for gasoline. For the first eleven months of 2017, US oil
demand grew by 0.2 mb/d y-o-y, while December-17 and
January-18 are expected to see higher demand on the
back of the holiday season. Meanwhile, trends in Mexico
and Canada remained weak during the last two months of
the year. Oil demand growth in OECD Europe stood at
0.18 mb/d during the first eleven months of the year high-
lighting strong demand from countries such as France,
Italy, Belgium and Poland, especially in the road trans-
portation sector for automotive diesel. Global oil demand
growth expectations for 2018 was also revised up by 60
tb/d to 1.59 mb/d to a total demand of 98.60 mb/d reflect-
ing positive economic outlook in OECD America, Europe
and Other Asia regions. 

World oil supply 
Global oil supply during January-18 increased by 0.35

mb/d and averaged at 97.67 mb/d, showing an increase of
1.75 mb/d as compared to January-17. Non-OPEC supply
during the month accounted for the bulk of this increase at
0.36 mb/d and averaged at 65.36 mb/d. 

OPEC oil production remained almost flat during the
month but NGL and non-conventional liquids production
increased by 0.31 mb/d y-o-y. For the full year 2017, non-
OPEC oil supply forecast was revised upward by 0.07
mb/d to average at 57.86 mb/d resulting in a growth of
0.86 mb/d. The revision primarily reflected higher supply
from OECD revised up by 69 tb/d backed by higher pro-
duction in the US (+0.7 mb/d), Canada (+0.32 mb/d),
Norway, Malaysia, Congo and China partially offset by
adjustments for to growth forecasts for Brazil, Bahrain and
Kazakhstan. Oil supply from China is estimated to have
seen a smaller drop as compared to 2016 primarily led by

growth in domestic oil and gas exploration and develop-
ment industry. 

OPEC oil production and spare capacity 
Oil production data for January-18 indicated almost flat

levels at 32.4 mb/d as compared to the previous month.
There were minimal changes in production levels of indi-
vidual member countries, although Bloomberg data sug-
gested that Saudi Arabia increased production by 60 tb/d
to regain 10 mb/d mark, while Iran increased its output by
30 tb/d. These production hikes were offset by lower pro-
duction by UAE (-40 tb/d), and Venezuela (-30 tb/d). In
terms of compliance to the ongoing production cut pact, a
Reuters survey showed that despite US production top-
ping more than 10 mb/d, the compliance to the pact
remained intact. According to the survey, compliance by
OPEC members stood at 138 percent in January-18 as
compared to 137 percent in December-17. The cuts were
highest in case of Angola followed by Saudi Arabia, while
Venezuela produced at a much lower pace due to political
and economic issues concerning the country. 

The unprecedented decline in oil production in
Venezuela continued in January-18 with the country’s pro-
duction reaching a 20-year low level of 1.6 mb/d. The
country is going in for elections in April-18 and has no
indications of any increase in oil output due to the looming
economic and political crisis with some estimates showing
a decline to an average of around 1.4 mb/d for the full year. 

Meanwhile, larger producers in the OPEC are also
planning to add capacity to boost oil output. According to
reports, Kuwait’s oil production is expected to reach 3.255
mb/d by March-19 from the current 3 mb/d. Iran also
plans to add 0.7 mb/d of additional capacity in four years
and raise output to 4.7 mb/d following development of
four oil fields with the help of private investment. 
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Stock market rout halts oil price 
rally; Two-month gains wiped off

Rising US oil production further adds to decline
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KUWAIT: Ahli United Bank announced
its participation in the “Because You
Deserve” event, organized by the
Manpower Restructuring Program and
the Executive Branch of the State. The
event was held on 12 February 2018,
with the underlying objective of pro-
viding 400 employment opportunities
in the banking sector. 

This participation is in line with the
Bank’s commitment to empower
Kuwaiti youth and encourage talented
young people to join AUB. The Bank
also undertakes to fulfill its role and
social responsibilities towards mem-
bers of the community by contributing
to the provision of employment, train-

ing and developing skills.  Commenting
on this event, Naqeeb Amin, General
Manager of  Human Resources at
AUB, said: “This forum is a valuable
opportunity for the Bank to directly
connect with individuals seeking
employment and training. The objec-
tive of our participation is to meet
the Bank’s HR requirements and
secure job opportunities for young
people seeking employment or train-
ing within their specialization that
meets the banking framework and the
Bank’s requirements.” 

Amin praised the “Because You
Deserve” initiative, and extended his
gratitude to the Secretary - General of
the Manpower Restructuring Program
and the Executive Branch of the State,
Fawzi Al-Majdali, and all organizers. He
reaffirmed that AUB’s participation
comes as a continuation of the pur-
poseful and successful participation
undertaken by the Bank in such events,
which aims to attract  local talent
among young ambitious Kuwaitis seek-
ing appropriate job opportunities. 
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TUI confirms 
forecasts after 
stronger Q1
BERLIN: Anglo-German tourism
giant TUI confirmed ambitious full-
year growth forecasts yesterday,
after cutting losses in the difficult
first quarter of its financial year.

TUI, based in Hanover but listed
on the London stock exchange,
reported a net loss of 58.7 million
euros ($72.3 million) between
October and December, an
improvement of almost 35 percent
year-on-year. Its operating, or
underlying result was 24.9 million
euros into the red, less than half the
size of the loss booked a year
before as strong performance in
hotels and cruises paid off.

TUI’s revenue increased 8.1 per-
cent year-on-year, to 3.5 billion
euros-beating predictions from
analysts surveyed by Factset.

The group has shifted its strate-
gy since 2014, leaving behind its
traditional tour operator business
in favor of owning its own hotels
and cruise ships. Its new model
offers higher profit margins and
makes the firm less exposed to sea-
sonal variations, showing up in
stronger results for the traditionally
difficult autumn quarter.

Chief executive Fritz Joussen
said the results confirmed the group
on its course towards “at least 10
percent growth” in its 2017-18
financial year, on the heels of the 12-
percent expansion it achieved in
2016-17. Bookings were “very
good” for this summer, TUI high-
lighted, especially in European
Mediterranean destinations like
Greece, Turkey and Cyprus. —AFP

China warns on 
trade tensions 
as it aims at 
US chemical
BEIJING: Trade tensions between the
world’s two biggest economies rose again
yesterday as Beijing accused Washington
of “excessive protectionism” after target-
ing imports of a key chemical from the
United States.

The administration of US President
Donald Trump has brought a range of
commerce cases against China, sparking
fears of a trade war.  “China is concerned
about the US’s serious trend towards trade
protectionism in steel products,” the
Ministry of Commerce said in a statement,
and “calls on the US to restrain itself from
using trade restriction measures”. 

More than half of the US’s protective
tariffs are related to steel, it noted. A direc-
tor of the ministry’s trade remedy and
investigation bureau Wang Hejun was quot-
ed as saying that “repeated and excessive
protectionism” often “brings about a

vicious circle”. The statement followed
news late Monday that Beijing had taken
aim at imports of a key chemical from the
United States. The commerce ministry said
it had found dumping of styrene imports
from the  US, Taiwan and South Korea, in
an initial ruling during a continuing trade
investigation into the chemical. Dumping, or
selling goods at unfairly low prices abroad,
can undercut domestic markets at the
expense of local industries.

“Mainland China’s styrene industry has
suffered substantial harm,” the ministry said
in a statement, adding that dumping was
the cause of this. The initial ruling called for
importers to place anti-dumping deposits
of five to 10.7 percent with China’s customs
administration. Those deposits will be
applied to tariffs if the ministry decides in a
final ruling to levy such duties. Styrene is
the building block of many plastics. It is
used to make foam packaging and many
disposable plastics. Last year China
imported 3.2 million tons of the chemical
worth more than $4 billion from the US.

The measures come a month after the
Trump administration slapped new tariffs
on Chinese-made solar panels and washing
machines. Those tariffs followed a series of
trade cases brought against China during
Trump’s first year in office, which have rat-
tled Beijing.—AFP

High UK inflation 
piles on pressure 
to hike rates
LONDON:  Britain’s annual inflation rate held at 3.0 per-
cent in January, official data showed yesterday, piling more
pressure on the Bank of England to hike interest rates
soon, according to economists.

The news comes less than one week after the Bank of
England (BoE) warned that it could lift interest rates more
quickly than expected to help bring down inflation. “The
Consumer Prices Index (CPI) 12-month rate was 3.0 per-
cent in January 2018, unchanged from December 2017,” the
Office for National Statistics (ONS) said in a statement. The
rate had hit 3.1 percent in November, which was the highest
level in almost six years. Analysts had however expected the
January print to show a slightly lower rate of inflation at 2.9
percent. The ONS said that smaller increases in food prices
were offset by a pick-up in prices for clothing, footwear and
recreation. “UK inflation came in higher than expected in
January, adding further pressure for (BoE) policymakers to
hike interest rates again, possibly as soon as May,” said IHS
Markit economist Christopher Williamson.

“However, with mounting signs of economic growth
slowing at the start of 2018, a May rate rise is by no means
a done deal and will likely be dependent on the data flow
improving in coming months.” —AFP

Naqeeb Amin at Ahli United Bank booth.

HANOVER: Friedrich Joussen (left), CEO of German tourism
giant TUI, talks with Dieter Zetsche, CEO of German auto giant
Daimler AG, and Klaus Mangold (right), Chairman of the board
during the annual shareholders meeting yesterday in the north-
ern town of Hanover. —AFP


