
KUWAIT: Almost two months into the New Year and oil
prices have staged a remarkable turnaround, recovering
nearly half of their losses from the last quarter of 2018,
when prices dropped by almost 35 percent. Brent crude,
the international oil benchmark, is up by around 21 per-
cent so far in 2019 at $65.1/bbl, having posted in January
its best monthly return in almost three years. Its light US
crude counterpart, West Texas Intermediate (WTI), has
gained almost 23 percent year-to-date to top $55/bbl.

Prices have been riding a crest of bullish sentiment
since late December, centered largely but not exclusively
on the expressed commitment of OPEC and its Vienna
agreement partners to drain excess supplies from the
market.  Geopolitical risk factors have also come into play
on the supply side. The imposition of US sanctions on
Venezuela in January, added to the impending expiry of
the 180-day US sanctions waivers on Iran in May and
crude rationing in Canada due to pipeline bottlenecks,
has helped feed into the narrative of tightening crude
markets, especially in heavy sour crude. 

On the oil demand side, the outlook over the next six
to twelve months is also supportive. The International
Energy Agency (IEA) expects global oil demand in 2019
to increase by 1.4 mb/d to 100.6 mb/d. This compares
with 2018’s increase of 1.3 mb/d. In its forecast, the IEA
cites the start-up of petrochemical projects in the US and
China and the lower oil prices of 4Q18 as being positive
for oil demand growth. Colder temperatures in the north-
ern hemisphere winter (heating oil) are also bound to be
supportive, at least in 1Q19.

The relatively healthy oil demand outlook comes
despite projections of weaker global economic growth
this year by the International Monetary Fund (IMF). The
Fund recently lowered its estimate of global growth for
2019 by 0.2 percent to 3.5 percent on softer Eurozone
and China output, tighter monetary conditions and
potentially deteriorating China-US trade relations. On the
latter, oil markets appear to be currently adopting a less
alarmist attitude, however, although given the ebb and
flow of these trade discussions, tensions could come to
the fore at any time.

The change in the outlook is especially evident in the
futures market, where over the last two months, the Brent
futures curve has flipped from a contango structure, in
which near-term (or spot) prices for delivery of crude oil
are lower than prices for delivery further out, to the
opposite, backward-dated structure. Here, prices for
immediate delivery (M1) are higher than prices for deliv-
ery in twelve months (M12), for example, a sign that mar-
kets are getting tighter. 

Hedge funds and speculators are also moving back
into oil. Money managers’ net positioning on Brent, the
difference between bets that Brent will rise (longs) and
bets that the oil price will fall (shorts), have increased
every week in 2019 so far to 266,057 futures and options
as of 12 February. There are almost six times as many long
contracts as there are shorts, the most the market has
been bullish since last October.

This current situation is in marked contrast to the situ-
ation in the second half of 2018, when oil supplies were
rising at least twice as fast as oil demand, leading to a
build-up of global oil stocks. Amid relentless US shale
gains, oil producers had ramped up output to compen-
sate for Venezuelan and Iranian supply losses, only to be
caught off guard when the Trump administration, fearful
of higher oil prices ahead of the US mid-terms, extended
sanctions waivers to Iran’s major crude importers, there-
by mitigating the more severe Iranian supply losses that
many had been anticipating.  Trump’s tough anti-Iran
rhetoric had led most to expect a very strict application
of sanctions.

OPEC+ compliance off to a slow start
Total OPEC+ production in January came in at 44.75

mb/d, implying that the group had achieved only 66 per-
cent of its target of reducing production by 1.2 mb/d over
the first half of 2019.  However, this masks considerable
overachievement so early into the agreement period on
the part of large oil producers such as OPEC Saudi
Arabia (130 percent) and Kuwait (117 percent) and non-
OPEC Kazakhstan (135 percent) and Mexico (132 per-
cent). Russia (18 percent) and Iraq (-11 percent) stand out
among the major producers as having made the least
progress, with the latter actually increasing output to
above its October baseline reference level. 

Nevertheless, there is every reason to believe that, like
the 2016 Vienna agreement, the current OPEC+ deal will
achieve its objective in the next few months. Saudi Arabia,
in particular, appears determined to restore prices to
what it probably views as the most appropriate equilibri-
um range in the age of US shale, around $65-75/bbl. This
level is closer to the kingdom’s fiscal breakeven oil price
level and not too high to crimp oil demand. Saudi’s Al-
Falih indicated that the country is prepared to go above
and beyond the level which is mandated by the OPEC+
production cut and reduce output further from January’s
10.2 mb/d to 9.8 mb/d by March, more than 500 kb/d
below its target quota. Moreover, conscious of the out-
sized influence that US data has on oil market percep-
tions, the kingdom began reeling in exports of its crude to

the US market, where every barrel that isn’t refined only
adds to the country’s closely-watched crude stock levels.
The question is will that be enough to bring the market to
balance and reverse global crude stock builds amid bur-
geoning US shale production? 

Continued US and non-OPEC supply gains in 2019
US crude production is projected to rise in 2019 by up

to 1.5 mb/d to 12.4 mb/d, having posted an incredible
increase of 1.6 mb/d (19 percent y/y) in 2018 to reach
10.9 mb/d, according to the US Energy Information
Administration (EIA).  

Growth of 1.5 mb/d in US crude output in 2019 would,
therefore, alone outpace the 1.2 mb/d of cuts that OPEC+
is orchestrating. And while the IEA is not so aggressive in
its estimate of US crude production growth in 2019, it
places non-OPEC supply growth at around 1.3 mb/d in
2019-still higher than the OPEC+ cuts.  In light of this, the
IEA has revised down the ‘call on OPEC’, the volume of
OPEC crude needed to meet demand, to 30.65 mb/d in
2019. Assuming OPEC achieves 100 percent compliance
by the end of 1Q19 and maintains that level through to the
end of 2019, we estimate that output from the producers’
group will be around 100 kb/d higher than the ‘call’ at
30.75 mb/d. Importantly, this assumes no further declines
in Venezuelan and Iranian production, which is highly
unlikely in our view given the structural declines and US
sanctions in the former and the high probability that US
sanctions waivers will not be extended for the latter.
Crude stock increases could therefore be limited to an
average of 0.1 mb/d in 2019. 

This scenario also does not take into consideration
further cuts by Saudi Arabia, which, as mentioned above,

seem likely, and makes no distinction between demand for
heavy and light crudes this year. Heavy crude premiums
on the rise amid supply outages. With refineries largely
geared to maximize petroleum products processed from
heavier, sour crudes of the varieties supplied by OPEC
and not the light sweet grades supplied from US shale,
the issue of the type of crude available on oil markets has
come to the fore. Amid cutbacks in OPEC supplies, sanc-
tioned Venezuelan and Iranian crudes and outages in
Canada, the supply of heavy sour crude has been dra-
matically reduced. Pressure on heavy crude prices has
been upward, as can be seen in the narrowing spread
between Brent (light, sweet) and Dubai and Kuwait
Export crude (KEC), which are both heavier and sourer.
Over the last several months, these grades have traded at
a premium over Brent. 

Tighter market on the cards 
Current market dynamics imply that once excess sup-

plies from 2H18 are worked off, global supply and demand
could balance by mid-2019. The balance of oil price risks,
we believe, are to the upside, at least over the first half of
the year. Of course, any number of variables could come
into play or recede from view that could push prices
downwards. Global demand growth could underwhelm, for
example, stoked perhaps by weaker-than-expected
emerging market economic growth and continuing irreso-
lution to the US-China tariff dispute. US and non-OPEC
supply could also surge by more than expected, while
OPEC+ could fail to achieve its production cut target, with
Russia perhaps cooling on the deal. And then the US could
extend Iran sanctions waivers for another six months.
Markets should prepare for a bumpy ride in any case.
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EXCHANGE RATES

AL-MUZAINI EXCHANGE CO.

EUROPEAN & AMERICAN COUNTRIES
US Dollar Transfer                           304.550
Euro                                                  346.430
Sterling Pound                                  403.530
Canadian dollar                                230.370
Turkish lira                                       57.680
Swiss Franc                                      306.390
US Dollar Buying                             303.350

ASIAN COUNTRIES
Japanese Yen                                    2.773
Indian Rupees                                  4.320
Pakistani Rupees                              2.222
Srilankan Rupees                             1.691
Nepali Rupees                                 2.693
Singapore Dollar                              225.680
Hongkong Dollar                              38.801
Bangladesh Taka                              3.611
Philippine Peso                                 5.850
Thai Baht                                          9.617
Malaysian ringgit                             77.890

GCC COUNTRIES
Saudi Riyal                                       81.268
Qatari Riyal                                      83.702
Omani Riyal                                      791.553
Bahraini Dinar                                  809.220
UAE Dirham                                     82.972

ARAB COUNTRIES
Egyptian Pound - Cash                   19.650

DOLLARCO EXCHANGE CO. LTD

BAHRAIN EXCHANGE COMPANY WLL

Egyptian Pound - Transfer              17.366
Yemen Riyal/for 1000                     1.223
Tunisian Dinar                                  103.240
Jordanian Dinar                                430.160
Lebanese Lira/for 1000                  2.030
Syrian Lira                                        0.000
Morocco Dirham                             32.433

Rate for Transfer                          Selling Rate
US Dollar                                          303.990
Canadian Dollar                               229.335
Sterling Pound                                  403.950
Euro                                                  348.045
Swiss Frank                                      306.250
Bahrain Dinar                                   808.290
UAE Dirhams                                   83.155
Qatari Riyals                                     84.390
Saudi Riyals                                      81.945
Jordanian Dinar                                429.975
Egyptian Pound                               17.345
Sri Lankan Rupees                           1.693
Indian Rupees                                  4.289
Pakistani Rupees                              2.192
Bangladesh Taka                              3.612
Philippines Pesso                             5.868
Cyprus pound                                  18.085
Japanese Yen                                    3.715
Syrian Pound                                    1.590
Nepalese Rupees                             2.685
Malaysian Ringgit                            75.580
Chinese Yuan Renminbi                   45.740

CURRENCY                                 BUY                             SELL
Europe

British Pound                                    0.392637                        0.406537
Czech Korune                                  0.005395                       0.014695
Danish Krone                                   0.042002                       0.047002
Euro                                                  0. 336259                       0.349959
Georgian Lari                                   0.113039                         0.113039
Hungarian 0.000998                       0.001188
Norwegian Krone                            0.030989                       0.036188
Romanian Leu                                  0.055459                       0.072309
Russian ruble                                    0.004617                        0.004617
Slovakia                                            0.009106                       0.019106
Swedish Krona                                 0.028589                        0.033588
Swiss Franc                                      0.296308                        0.0307306

Australasia
Australian Dollar                              0.205698                       0.217698
New Zealand Dollar                         0.199448                        0.208948
America
Canadian Dollar                               0.222263                         0.231263
US Dollars                                        0.300450                       0.305750
US Dollars Mint                               0.300950                       0.305750

Asia
Bangladesh Taka                              0.003055                       0.003856
Chinese Yuan                                   0.043987                       0.047487

Hong Kong Dollar                            0.036708                       0.039458
Indian Rupee                                    0.003647                       0.004419
Indonesian Rupiah                           0.000017                       0.000023
Japanese Yen                                    0.002638                       0.002818
Korean Won                                     0.000269                       0.000274
Malaysian Ringgit                            0.070932                       0.076932
Nepalese Rupee                              0.002611                         0.002961
Pakistan Rupee                                0.001538                        0.002308
Philippine Peso                                 0.005801                       0.006101
Singapore Dollar                              0.218789                        0.228789
Sri Lankan Rupee                            0.001364                        0.001944
Taiwan                                              0.009741                        0.009921
Thai Baht                                          0.009262                       0.009812
Vietnamese Dong                            0.00013                          0.00013

Arab
Bahraini Dinar                                  0.793254                        0.809754
Egyptian Pound                               0.017127                         0.019727
Iranian Riyal                                     0.000084                      0.000086
Iraqi Dinar                                        0.000211                        0.000271
Jordanian Dinar                                0.424644                        0.433644
Kuwaiti Dinar                                   1.000000                       1.000000
Lebanese Pound                              0.000151                        0.000251
Moroccan Dirhams                          0.022140                        0.046140
Omani Riyal                                      0.784721                        0.790401
Qatar Riyal                                       0.079362                        0.084302
audi Riyal                                          0.080127                        0.081427
Syrian Pound                                    0.001291                         0.001511
Tunisian Dinar                                  0.096283                        0.104283
Turkish Lira                                      0.050330                       0.061830
UAE Dirhams                                   0.081493                        0.083193
Yemeni Riyal                                    0.000990                      0.001070

Thai Bhat                                          10.555
Turkish Lira                                      57.025
Singapore dollars                             224.844

Oil prices on the rise, but tighter market 
fundamentals stoke bullish sentiment 

OPEC+ compliance off to a sluggish start

France unveils 
new tax for 
Internet giants
PARIS: France was set to unveil legislation
yesterday to increase taxes on global internet
giants such as Google and Facebook, putting
it among a vanguard of countries seeking to
force the companies to pay more in the mar-
kets where they operate. President
Emmanuel Macron came to power in 2017
promising to increase levies on global tech
and internet groups, seeing their often mini-
mal tax rates as part of a backlash in France
and Europe against globalization.

Having failed to persuade his European
partners to introduce an EU-wide tax-
because of objections from low-tax jurisdic-
tions such as Ireland and fears of provoking
US President Donald Trump-France is to go
it alone with its own new mechanism. Under a
proposal set to be discussed by cabinet min-
isters and submitted to parliament, large
companies operating in France would face a
tax of three percent on their digital sales in
the country.

“The amount obtained from this three

percent tax on digital gross sales in France
from January 1, 2019 should soon reach 500
million euros ($566 million),” Economy
Minister Bruno Le Maire told the French dai-
ly Le Parisien at the weekend. The new levy is
known as the “GAFA tax” in France-an
acronym for US giants Google, Apple,
Facebook and Amazon-who have until now
routed their sales in France through sub-
sidiaries in low-tax EU members.

In one of the most best known cases, the
European Commission concluded that Apple
had paid an effective corporate tax rate of
just 0.005 percent on its European profits in
2014 — equivalent to just 50 euros for every
million. In 2016, it was ordered by the
European Commission to pay 13 billion euros
in back taxes to Ireland which were judged
to amount to illegal state aid. Under EU law,
internet giants can choose to report their
income in any member state, prompting them
to choose low-tax nations such as Ireland,
the Netherlands or Luxembourg.

Fiscal justice
Under the draft legislation set to be pre-

sented by Le Maire, only digital companies
with global annual sales of more than 750
million euros and sales in France of at least 25
million euros would be taxed.

“If these two criteria are not met, the taxes

will not be imposed,” Le Maire said. About
30 companies from the US, China, Germany,
Spain and Britain as well as France would be
affected, he said. For Le Maire, taxing the
companies “is a question of fiscal justice” as
“digital giants pay 14 percent less tax than
small- and medium-sized European compa-
nies”. Ireland, Denmark and Sweden have
blocked EU efforts to devise a new tax for
fear of deterring investment, and Germany
has proved lukewarm on the issue, fearing US
retaliation against its car industry.

Despite the failure to reach consensus at
the European level, France is still hoping an
agreement can be reached globally by 2020.
Paris says it is seeking “common ground” on
the issue with fellow members of the
Organization for Economic Cooperation and
Development (OECD), a group of the world’s
advanced economies.

Low-tax nations 
Britain, Spain and Italy are also working

on national versions of a new digital tax,
while Japan, Singapore and India are plan-
ning schemes of their own. France’s move to
legislate comes after aggressive action from
tax authorities to pursue the companies in
the courts, with mixed results.

Apple said last month it had reached an
agreement to settle 10 years of back taxes,

reportedly for nearly 500 million euros. In
2017, however, France’s tax collection drive
suffered a setback with a local court ruling
that Google was not liable to pay 1.1 billion
euros in taxes claimed on revenues trans-
ferred from France to Ireland. Raphael

Pradeau from the anti-globalization Attac
lobby group said the proposed French tax is
“symbolic and does not solve the problem of
massive fiscal evasion”. “It’s as if we accept
that such firms can practice tax evasion in
return for a few crumbs,” he said. — AFP 

PARIS: A protestor wears a mask representing French President Emmanuel Macron while
another one holds a placard reading “tax justice” during an anti-government demonstration
called by the Yellow Vests (gilets jaunes) movement in Lyon, central-eastern France. — AFP


