
KUWAIT: Oil prices remained elevated above
the USD 70/b mark but receded from multi-
year high levels on speculations that Saudi
Arabia and Russia may raise output by as much
as 1 mb/d to fill the output gap created by a
decline in oil production in Venezuela and the
proposed sanctions on Iran. However, although
the production rate did witness a surge by the
aforementioned producers, the increase was
not large enough as was being speculated by
the market resulting in a pause in oil price
decline.  

According to Bloomberg data, Saudi Arabia
raised oil production rate by 110 tb/d during
May-18 while a Russian news agency reported
that the country’s production had hit 11.1 mb/d
in early June-18.  OPEC’s monthly report also
pointed to a largely flat production during
May-18 with an increase in production by
Saudi Arabia, Algeria and Iraq offset by declin-
ing production by Nigeria, Venezuela and
Libya. The much touted drop in Iranian oil pro-
duction was not visible during the month as the
country’s production increased marginally dur-
ing the month.

The oil market also saw a decline in volatili-
ty in the past week with all eyes now on the
OPEC meeting to be held next week. Analysts
would be looking on whether the group
decides to raise production before the official
deadline which ends in 2018, although there
has been no indication from any of the pro-
ducers in this regard. In addition, there should
also be cues on the future course of the agree-
ment beyond the current pact when the coun-
tries decide to gradually lift production rates
or whether the agreement would take a com-
pletely new form.

The start of June-18 also witnessed several
developments on the international geopolitical
front. The G7 meet saw participating countries
disagreeing on trade that could affect eco-
nomic activity and oil demand. However, these
concerns were brushed off after the successful
meeting between the US President and his
North Korean counterpart, sending positive
signals across markets. In addition, interest
rate decisions by the US Fed and the ECB this
week would be keenly looked at by oil watch-
ers as a change in strategy by the ECB and
rising rates in the US have long term implica-
tions for currency including the USD in addi-
tion to oil prices.

Meanwhile, supply side concerns continued
to haunt the oil market as US EIA reported a
surprise weekly climb in domestic oil invento-
ries, including the most recent API report that
pointed to an inventory increase of 830 tb/d.
According to EIA report, domestic US crude

production increased by 31 tb/d to a weekly
record of 10.8 mb/d during the week ended 1-
Jun-18. Furthermore, according to data from
Baker Hughes, oil rig count in the US increased
for the third consecutive week adding one rig
and taking the count to 862 oil rigs, the highest
level since March-15. US drillers have added oil
rigs in nine out of the past ten weeks with the
most recent increase coming despite an oil
price decline of 8% from the recent peak.

Oil Prices
Spot Brent crude closed above USD 80/b

on two trading sessions last month but failed
to sustain the momentum. Prices declined by
almost 8% from the recent peaks on specula-
tions of oversupply in the oil market, given
speculations that Saudi Arabia and Russia may
decide to raise production. A number of recent
reports have highlighted the pressure on
OPEC+ producers to raise output coming
from the US and Russia followed by denials
from members from within the OPEC, although
no official comment has been made on the
subject by relevant producers. Average OPEC
crude prices during May-18 increased by
8.3%, the biggest monthly increase since
November-17. The increase in Kuwait crude
was in line with OPEC crude increase at 8.3%
while Brent crude price increased at a slightly
lower pace of 7.3%.

Meanwhile, the EIA, in its latest Short Term
Energy Outlook, raised US crude output fore-
cast for the current year from 10.72 mb/d to
10.79 mb/d, in line with the level seen recently,
with higher price forecast for WTI and Brent
at USD 64.53/b and USD 71.06/b, respective-
ly. IEA also released its first demand outlook
for 2019 and expects a growth of 1.4 mb/d,
backed by economic growth and stable oil
prices. The agency raised their non-OPEC

supply forecast to 2 mb/d and expect a
growth of 1.7 mb/d next year with 75%
growth coming due to higher US production.
IEA said that oil demand in 2018 was charac-
terized by strong growth in 1H-18, partly due
to colder weather conditions in the Northern
Hemisphere that would be partly offset by an
expected slowdown during 2H-18.

The increase in US crude was also reflected
in the capital expenditure figures forecasted by
Rystad Energy in its latest report. According to
the report, non-OPEC capex (including explo-
ration) increased by 6% in 2017 after declining
by more than a quarter in the previous two
years. For 2018, capex is expected to reach
USD 290 Bn, a y-o-y increase of USD 14 Bn or
5%. Investments in North American tight oil,
primarily in US  is expected to see the
strongest growth of 17% in 2018 and is esti-
mated to reach USD 110 Bn.

March-18 recorded positive growth includ-
ing a higher industrial production index that
resulted in higher diesel demand, positive
trucking activities, positive housing start index
as well as rising jet fuel demand. Vehicle sales
were the only indicator that showed a declining
trend with a fall of 12% for the month of
March-18, although gasoline demand remained
positive. Preliminary data for April-18 and
May-18 also showed continued rise in oil
demand in the US. 

On the other hand, Mexico and Canada
recorded a softer demand trend based on the
latest available data, that offset the overall
OECD Americas oil demand numbers. In
OECD Europe, data for April-18 showed posi-
tive momentum after a marginal decline in
March-18. Oil requirements showed solid
growth in the European Big 4 countries based
on preliminary data for April-18, with UK being
the only country to show a decline. Overall,

Q1-18 oil demand in the region remained
upbeat backed by continuing strong industrial
activity in Germany, France, the UK, Turkey
and Spain.

In the non-OECD group, there was an
upward revision to demand data for Other
Asia and China for Q1-18 and Q2-18 that was
offset by downward revisions in Latin America
and the Middle East. China continued to show
strong demand trends in April-18, while reduc-
tion in subsidy and substitution programs in
the Middle East affected demand for oil in the
region.

World oil demand growth estimates for
2017 was kept unchanged at 1.65 mb/d and is
estimated to have averaged at 97.2 mb/d.
Demand expectations for 2018 was also kept
unchanged from previous month and is expect-
ed to grow at the same pace as in 2017 by 1.65
mb/d to average at 98.85 mb/d. Nevertheless,

there were internal adjustments in demand fig-
ures by individual countries with upward revi-
sions in the OECD region by around 0.02
mb/d offset by downward revisions of an
equivalent quantity in the non-OECD region. 

The upward revision in the OECD came
after better-than-expected demand data from
the US led by new ethane capacity additions
during Q1-18 that led to higher petrochemical
feedstock demand, especially light distillates.
This resulted in an overall increase in OECD
Americas demand by 0.07 mb/d during the
quarter. Oil demand data for the US continues
to show positive trend. Almost all the indicators
for the month of March-18 recorded positive
growth including a higher industrial production
index that resulted in higher diesel demand,
positive trucking activities, positive housing
start index as well as rising jet fuel demand.
Vehicle sales were the only indicator that
showed a declining trend with a fall of 12% for
the month of March-18, although gasoline
demand remained positive. Preliminary data for
April-18 and May-18 also showed continued
rise in oil demand in the US. 

On the other hand, Mexico and Canada
recorded a softer demand trend based on the
latest available data, that offset the overall
OECD Americas oil demand numbers. In
OECD Europe, data for April-18 showed posi-
tive momentum after a marginal decline in
March-18. Oil requirements showed solid
growth in the European Big 4 countries based
on preliminary data for April-18, with UK
being the only country to show a decline.
Overall, Q1-18 oil demand in the region
remained upbeat backed by continuing strong
industrial activity in Germany, France, the UK,
Turkey and Spain.
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Oil prices remain range bound 
with all eyes on OPEC meeting

LONDON: The world’s biggest advertising agency
WPP faced a shareholder revolt over its handling
of the departure of former CEO Martin Sorrell
after large votes against the chairman and the
company remuneration report. The most famous
advertising executive in the world, Sorrell quit the
marketing giant he built from scratch following an
allegation of personal misconduct in April. 

Nearly 30 percent of WPP shareholders
failed to back its executive pay proposal yester-

day, while almost 17 percent of shareholder
votes declined to support the re-election of
Roberto Quarta as chairman. Sorrell was allowed
to leave with share awards worth millions of
pounds intact and without a non-compete
clause, rekindling arguments that have dogged
previous annual meetings - that WPP paid
Sorrell too much and did not prepare for his
departure. Neither Sorrell nor the company have
revealed the nature of the complaint, but Sorrell

- who has already launched a new venture - has
denied any wrongdoing. Quarta said at the
beginning of the group’s annual meeting that the
process the board followed in response to the
allegation against Sorrell was robust from a gov-
ernance and legal perspective.

He said share awards due in future to Sorrell
pre-dated the current board’s involvement and
that he accepted that some investors found the
situation unsatisfactory. “I know that questions
remain, but there is simply nothing further we
can legally disclose,” Quarta said. Quarta told
investors that the hunt for a new chief executive
was well advanced and moving ahead rapidly.
Shares in WPP traded up 0.7 percent at 1142
GMT, slightly ahead of Britain’s bluechip index

which was trading 0.4 percent higher. WPP is
the world’s largest ad group, employing more
than 200,000 staff in agencies including JWT,
Ogilvy and Finsbury to serve clients such as
Ford, Vodafone and P&G. In a trading update
published to coincide with the annual meeting,
WPP reported four-month net sales which were
marginally up, an improvement on the 0.1 percent
fall in net sales in the first quarter.  The group has
been hit by the might of Google and Facebook in
online advertising, the advance of consultants like
Accenture in the sector and by pressures on big
ad spenders such as P&G and Unilever which
have all hit the bottom line.

It is not the first time investors have expressed
opposition to WPP’s pay proposals. Sorrell has

earned around 200 million pounds ($268 million)
in the last five years alone, and in 2016, a third of
WPP’s investors refused to back his 70 million
pound pay package.  Sorrell’s last award scheme
could potentially pay out 20 million pounds, but it
is expected to come in well below that due to the
recent underperformance of the group.   

Quarta has said the two chief operating offi-
cers running the company, Mark Read and
Andrew Scott, are reviewing the strategy,
sparking speculation that the group could sell
assets such as its market research arm.  His
departure has led to speculation that WPP
could even be broken up but the three execu-
tives running the business have said that does
not make sense.  — AFP
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