
Oil Markets: Whipsawed by Trump Wild Cards, 

 Geopolitics, Fundamentals, and IMO 2020 

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures 

Citi Research is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its research reports. As a result, investors should be 

aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. 

Certain products (not inconsistent with the author’s published research) are available only on Citi's portals.  

This presentation was approved for distribution on 31 August  2018; the disclosures in Appendix A1 are current as of the same date  

 

Commodities Strategy | September 2018 

Ed MorseAC 

Global Head | Commodities Strategy 

ed.morse@citi.com 

+1 212-723-3871 

 

mailto:firstname.lastname@citi.com


● All things being equal, non-OPEC supply growth should dampen prices through 2019, with 

inventories growing. Is OPEC+ up to the goal of buoying prices ? 

● But with limited spare capacities and heightened geopolitical risks from Iran sanctions and 

potentially Iraq, Libya, Nigeria, and Venezuela, risks are skewed toward higher prices. 

● Growing middle distillate demand globally, accompanying higher economic growth, plus IMO 

2020 could push product prices higher, especially from end-2019 through 2020.  

Near-term price risks are skewed to the upside but longer-term to the downside  
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Source: Bloomberg, Citi Research estimates 
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Source: IHS Herold, EIG, Bloomberg, Citi Equity Research, Citi Research 
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June Production Potential Effective

Output Capacity Spare Spare

Saudi Arabia 10,489 12,250 1,761 511

Iran 3,810 3,810 0 0

Iraq 4,584 4,834 250 0

Kuwait 2,707 3,100 393 143

UAE 2,890 3,200 310 310

Qatar 622 622 0 0

Venezuela 1,321 1,321 0 0

Nigeria 1,511 1,711 200 0

Libya 650 1,000 350 0

Algeria 1,054 1,054 0 0

Angola 1,448 1,448 0 0

Ecuador 517 517 0 0

Congo (Brazzaville) 319 319 0 0

Equatorial Guinea 124 124 0 0

Gabon 180 180 0 0

Total Opec Crude 32,226 35,490 3,264 964

Russia 11,090 11,340 250 250

Total Spare - - 3,514 1,214



● Venezuela, Iran, and Iraq hold  49% of global reserves  

● The OPEC growers – Saudi Arabia, UAE, Kuwait, Qatar 

● The decliners – Venezuela, Angola, Iran 

● The swingers – Nigeria, Libya, Iraq 

● The rest – Algeria, Gabon, Equatorial Guinea, Ecuador 

Even if not, supply disruption risks should keep markets volatile 
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Source: IEA, Petrologistics, CDU-TEK, OPEC, EIA, Citi Research estimates 
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The Camel and the Bear – uncommon bedfellows; limits to common interests? 
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Source: Company reports, Interfax, CDU TEK, Wood Mackenzie, JODI, EIA, China Customs, Citi Research estimates 
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The US, Saudi Arabia, and Russia are the Big Three of oil markets 
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The US, Saudi Arabia, and Russia—the Eagle, the Camel, and the Bear—are now the Big Three of oil markets, 

accounting for ~40-m b/d of the ~100-m b/d global liquid fuel market in 2018. 

US, Saudi, Russian production of crude oil only 
(m b/d, 2005-2022E) 

US, Saudi, Russian production of liquid fuels* 
(m b/d, 2005-2022E) 

4

5

6

7

8

9

10

11

12

13

14

15

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

2
0

2
2

US crude oil only

Saudi crude only

Russia crude only

Source: IEA, EIA, JODI, Citi Research estimates     * Includes crude oil, petroleum products, NGLs, biofuels, refinery gains; Saudi projections are a high case, dependent on investment 

6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

2
0

2
2

US

Russia

Saudi Arabia



The Rise of the Eagle, the Sultan of Swing 
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The US has gone from worrying about growing import dependence to seeking global market share as its crude 

oil, NGLs, and petroleum product exports surge. With short-cycle shale oil, the US is the new “Sultan of Swing.” 

Source: EIA, Citi Research 

US gross imports and exports of crude, products, NGLs 
(m b/d, 1981-2018) 

US gross exports of crude, products, NGLs 
(m b/d, 1981-2018) 

● Growth in US crude, NGLs, and product exports grew ~1.7-m b/d exit to exit in 2017 to 7.3-m b/d. 

● In 2018, US liquids production is expected to grow ~1.5-2.0-m b/d, with exports following suit.  

● The US has become a massive hydrocarbons hub for the world, focused on the Gulf Coast, 

and its position is set to grow as oil exports continue to rise; it is already exporting ~8-m b/d of 

crude and products, which should rise +5-7-m b/d by 2025. 

● Add LNG and pipeline gas exports, where the US could supply 15-bcf/d by 2020, from 8-bcf/d 

in 2017.   
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Medium-term oil: more a crowded market than a supply gap 
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Source: IEA, EIA, Wood Mackenzie, Citi Research estimates 
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IMO 2020 Prelude: Macro indicators support robust distillate demand growth 
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Global Baltic Indices  

US Trucking Tonnage Y/Y Growth (%) IATA Global Passenger Traffic – Jun-18 Update 

Global Manufacturing PMI Weighted Index 

Source: Markit, ISM, World Bank, Baltic Index, IATA, ATA, Citi Research 
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Key marine bunker fuel market scenarios and 2020 prices 
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Source: S&P Platts, Citi Research     * Based on scenarios for (1) bunker market demand growth, (2) scrubber installation, (3) non-compliance; for these three factors considered, 

each had a base (“B”), low (“L”), and high (“H”) case; for example, high bunker market demand growth, low scrubber installation scenario, and base-case non-compliance is “HLB” 
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the intention of Citi Research to provide research coverage of the covered issuers, including in response to news affecting the issuer. For non-fundamental research reports, Citi 
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Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made available in Italy by Citigroup Global 
Markets Limited, which is authorised by the PRA and regulated by the FCA and the PRA.  Via dei Mercanti, 12, Milan, 20121, Italy.  The Product is made available in Japan by 
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authorised by the PRA and regulated by the FCA and the PRA.  
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