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This Week 
This week has been a mixed bag for the sector, with a range 
of factors providing contrary pressures. On balance, prices 
have generally advanced as inventory data offset the 
persistent concerns surrounding Covid-19’s potential impact 
on future demand.  

Crude and distillate inventories have posted significant 
declines internationally, underlining the impact that OPEC+’s 
moves to limit supply is having on the global supply/demand 
balance. 

Post-it Note estimates suggest that 3 – 6 months of 
continued OPEC+ restraint will be needed to for inventories 
return to more normal seasonal levels, which should then see 
some of the downward pressure on prices eased. However, 
remain significant. 

Mercuria has warned that demand is still weak, and not 
bouncing back as quickly as expected. It is therefore, 
unsurprising that prices were undermined in the face of 
growing concerns that OPEC+ will press on with its planned 
production increases. 

The most significant variable, however, remains Covid-19, 
with this week seeing a number of governments issue stark 
warnings of a stiffer response to growing infection numbers, 
in some cases warning of a second lockdown.  

Here, however, is where Covid-19’s impact is unlikely to be 
universal. As the northern hemisphere winter approaches, we 
are expecting the increase in “working from home” to drive 
up demand for gas for central heating and power, offsetting 
the decline due to lower office occupancy.  

Rig rates have continued their recent declines, and although 
there is a sense that we are arriving at a nadir, the bigger 
question, in the near term at least, is how quickly they will 
recover. 

If the above is any reflection of what is to come, it would 
appear unlikely that there will be a rapid recovery, and in fact, 
there could yet be more pain. 

Fingertip Figures 
Table 1 – Commodity Prices 

Item Price 
1 Week Change 

(Net) (%) 

Crude  

Brent ($/bbl) 

WTI ($/bbl) 

OPEC ($/bbl) 

WCS ($/bbl) 

 41.93 2.39 6.04% 

 40.31 2.03 5.30% 

 41.40 (0.67) (1.59%) 

 31.96 2.03 6.78% 

Natural Gas  

Henry Hub ($/mm btu) 

NBP (p/therm) 

JKM ($/mm btu) 

PSV (€/MWh) 

De Gas Pool (€/MWh) 

 2.90 0.32 12.50% 

 39.46 (0.04) (0.10%) 

 5.35 0.06 1.13% 

 11.94 0.17 1.43% 

 13.56 (0.05) (0.40%) 

Currencies  

GBP ($/£) 

EUR (€/$) 

JPY (¥/$) 

NOK (N₭/$) 

RUB (₽/$) 

 1.272 (0.014) (1.07%) 

 1.164 (0.021) (1.77%) 

 105.5 (0.005) (0.00%) 

 9.584 0.539 5.96% 

 77.34 2.294 3.06% 

Source: FactSet & OGA data 
 

Figure 1 – Commodity Charts 
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Source: FactSet & OGA data  

For further information, please contact: 
+44 20 627 2385 

office@og-advisors.com 
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Oil Market 

Summary 
As you would imagine, short-dated forwards have 
followed spot prices, strengthening as the near-term 
outlook for immediate demand has recovered (Figure 4 
– Brent, Figure 5 – WTI), driven principally by the 
outlook for inventories. 

The longer end of the forward curve, however, 
continues to cause concern, as the uptick in short-dated 
prices has not been reflected at the longer end of the 
curve, underlining the growing unease at the future 
direction of demand. 

While the longer term outlook has declined week on 
week, in comparison to a month ago, the decline in 
outlook is yet more pronounced; see Figure 2. 

Figure 2 – Brent Forward Differential 
% Change in Forwards Compared with Identical Point in Time 
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Source: FactSet & OGA data  

This is largely in keeping with wider anecdotal evidence, 
which has seen a steady deterioration in the belief that 
life will return to “normal” in the near-term, with some 
form of “new normal” now being expected. 

Not that we think that this “new normal” will necessarily 
undermine the demand for oil, or rather chemical 
feedstocks, in and of itself, as we believe that the 
opposite will be true.  

There is likely to be a greater demand for items relating 
to individual hygiene, such as, packaging, industrial 
cleansers and PPE (masks, gloves, etc.), all of which are 
majority derived from hydrocarbons. The key will be the 
extent to which the “new normal” hampers forward 
economic growth, hence demand.  

That said, the refinery run rates are still at year lows 
(Figure 3), which indicates that any uptick in demand is 
likely to be met from existing stockpiles. However, even 
relatively small increases in demand at the end consumer 
level, will have a “multiplier effect” on the remainder of 
the supply chain. 

Figure 3 – Refinery Utilisation 
% Installed Capacity 
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Source: FactSet & OGA data  

If we then overlay this with the fact that OPEC+ is 
seeking to reverse its recent cuts, then it is no surprise 
that the longer term outlook continues to decline, week 
on week, month on month, when it when demand is 
uncertain and the known supply that has been taken out 
of the market, is looking to come back into the market. 
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Forwards Pricing 

Figure 4 – Brent Forwards 
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Source: FactSet & OGA data  

 

 

 

 

 

 

 

 

Figure 5 – WTI Forwards 
$/bbl 
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Source: FactSet & OGA data  

Historic Pricing 

Figure 6 – Brent 
$/bbl 

-

20

40

60

80

100

Mar 17 Sep 17 Apr 18 Oct 18 May 19 Dec 19 Jun 20 Jan 21
 

Source: FactSet & OGA data  

 

Figure 7 – WTI 
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Source: FactSet & OGA data  

 

Figure 8 – OPEC 
$/bbl 
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Source: FactSet & OGA data  
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Figure 9 – WCS 
$/bbl 
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Source: FactSet & OGA data  

 

Figure 10 – Differentials 
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Source: FactSet & OGA data  

Gas Market 

Summary 
The forwards gas market remains somewhat separate 
from the wider oil market, not least since the oil market 
deeper and more liquid and more mature. 

That said, this is where Covid-19’s impact is unlikely to 
be universal. As the northern hemisphere winter 
approaches, we are expecting the increase in “working 
from home” to drive up demand for gas for central 
heating and power, offsetting the decline due to lower 
office occupancy.  

This of course assumes that large commercial and 
industrial consumers resume more normal demand 
patterns; commercial and industrial consumers i.e. those 

sectors whose normal operating mode does not lend 
itself to being able to be able to be relocated to 
domestic environments,. 

While currently we are not seeing a significant spike in 
forwards pricing, in either the US (Figure 11), Europe 
(Figure 12 to Figure 14) or Asia (Figure 15), to support 
this premise, but Covid-19’s impact is still playing out 
live in the near-term, which means trying to analyse and 
predict what’s going to happen in the longer term is 
even more difficult.  

Forwards Pricing 

Figure 11 – Henry Hub Forward 
$/mm btu 
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Source: FactSet & OGA data  

 

Figure 12 – NBP Forward 
p/therm 
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Source: FactSet & OGA data  
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Figure 13 – PSV Forwards 
€/MWh 
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Source: FactSet & OGA data  

 

Figure 14 – German Gaspool Forward 
€/MWh 
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Source: FactSet & OGA data  

 

Figure 15 – JKM Forward 
$/mm btu 

 

Source: FactSet & OGA data  

Historic Pricing 

Figure 16 – Henry Hub 
$/mm btu 
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Source: FactSet & OGA data  

 

Figure 17 – NBP 
p/therm 
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Source: FactSet & OGA data  
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Figure 18 – JKM 
$/mm btu 
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Source: FactSet & OGA data  

 

Figure 19 – PSV 
€/MWh 
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Source: FactSet & OGA data  

 

Figure 20 – De Gaspool 
€/MWh 

-

10

20

30

40

Mar 17 Sep 17 Apr 18 Oct 18 May 19 Dec 19 Jun 20 Jan 21
 

Source: FactSet & OGA data  

 

 

Rig Update 

Summary 
Rig rates appear to have stabilised week on week, and 
although we are seeing large percentage in North 
America (Table 2), it must be remembered that this is 
from a historically low base (Figure 21). 

Table 2 – Rotary Rig Data 

Item Latest 
(δ %) 

-1 Week  
(δ %) 

-6 Months 
(δ%) 

USA 

 

Canada 

 

North America 

 

Rest of the World 

 

 255 255 771 

 - (66.9%) - 

 64 56 133 

 14.3% (57.9%) - 

 319 311 904 

 2.6% (65.6%) - 

 747 747 1,085 

 - (31.2%) - 

Total  1,066 1,058 1,989 
 0.8% (46.8%) - 

Source: FactSet & OGA data 

Figure 21 – Historic Rig Rates 
Regional Rig Count 
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Source: FactSet & OGA data  

To what degree the recent uptick is extended and can 
be deemed a recovery will by and large be a function of 
growing confidence in the future price and demand for 
oil. 

 



 

 

DISCLAIMER 
This publication (the "Publication") has been issued by Oil & Gas Advisors ("OGA") for education and information only. Neither the information nor the opinions expressed herein constitutes, or is to be construed as, an 
offer or invitation or other solicitation or recommendation to buy or sell investments. The information contained herein is based on sources which we believe to be reliable, but we do not represent that it is wholly 
accurate or complete; OGA is not responsible for any errors or omissions or for the results obtained from the use of such information. 

No reliance may be placed for any purpose whatsoever on the information, representations, estimates or opinions contained in this Publication, and no liability is accepted for any such information, representation, 
estimate or opinion. All opinions included in this Publication are subject to change without notice.  

In some cases, this Publication may have been sent to you by a party other than OGA, and if so, the contents may have been altered from the original, or comments may have been added, which may not be the opinions 
of OGA. In these cases, OGA is not responsible for the amendments to the Publication. 

The matters discussed in this Publication may not be suitable for all readers.  Readers should exercise caution when reading this Publication. If the content of this Publication precipitates the reader to assess a new 
investment, or one which they are already party to, that they make their own investment decisions based upon their own financial objectives and financial resources and it should be noted that any investment involves risk. 
In should be noted that past performance is not necessarily a guide to future performance and an investor may not get back the amount originally invested. Where investment is made in currencies other than the currency 
of the investments, movements in exchange rates will have an effect on the value, either favourable or unfavourable. 

This Publication is intended only for distribution to Professional Clients, Eligible Counterparties as defined under the rules of the Financial Conduct Authority and is not directed at Retail Clients. 

You are advised that OGA and/or its clients and employees may have already acted upon the recommendations contained herein or made use of all information on which they are based. OGA is or may be providing, or 
has or may have provided within the previous 12 months, significant advice or investment services in relation to some of the investments concerned or related investments. 

Oil & Gas Advisors is a company registered in England and Wales with company number 07282125 and its registered office is 45a High Street, Dormansland, Lingfield, Surrey, England, RH7 6PU. 

About Us 
Oil & Gas Advisors assists its clients in achieving their goals and objectives. We advise our clients on asset 
level acquisition and disposals (A&D), farmins and farmouts, corporate level mergers and acquisitions (M&A), 
equity, debt, corporate and asset restructuring, and strategic matters. 

We also assist our clients to gain access to the capital markets, whether it is for debt via the issuance of 
corporate bonds, Reserves Based Lending (RBL), or structured credit instruments such as PrePay structures, 
or the equity markets, whether the seed, IPO or secondary markets. 

OGA has worked with a wide range of oil & gas companies, from start-ups and independent E&P companies, 
to BP and Chevron, Gulf Oil. OGA has also worked with a range of specialist financiers, from boutique 
investment and merchant banks, to Bank of America Merrill Lynch, HSBC and ING Barings.  

OGA's extensive experience with sovereign wealth funds has also such as Dubai World, where OGA formed 
part of the management team with responsibility for the economic, financial and legal management of Dubai 
World's oil & gas business, investments and subsidiary companies.  

OGA's project and transaction value exceeds $65bn, experience which has been gained in all the hydrocarbon 
provinces. As a company, we understand that the areas in which it operates are often sensitive and key to the 
health and successful development of our clients.  

We understand that honesty and integrity is of paramount importance. We are committed to developing an 
environment where our clients' needs are met and expectations exceeded, which is reflected in our approach, 
core values, people and affiliations. 
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