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Disclaimer

The data, analysis and any other information (the ‘information”) contained in the Monthly Oil Market Report
(the “MOMR”) is for informational purposes only and is neither intended as a substitute for advice from bus-
iess, finance, investment consultant or other professional; nor is it meant to be a benchmark or input data to a
benchmark of any kind. Whilst reasonable efforts have been made to ensure the accuracy of the information
contained in the MOMR, the OPEC Secretariat makes no warranties or representations as to its accuracy, rel-
evance or comprehensiveness, and assumes no liability or responsibility for any inaccuracy, error or omission,
or for any loss or damage arising in connection with or attributable to any action or decision taken as a result
of using or relying on the information in the MOMR. The views expressed in the MOMR are those of the OPEC
Secretariat and do not necessarily reflect the views of its governing bodies or Member Countries. The desig-
nation of geographical entities in the MOMR, and the use and presentation of data and other materials, do not
imply the expression of any opinion whatsoever on the part of OPEC and/or its Member Countries concerning
the legal status of any country, territory or area, or of its authorities, or concerning the exploration, exploitation,
refining, marketing and utilization of its petroleum or other energy resources.

Full reproduction, copying or transmission of the MOMR is not permitted in any form or by any means by third
parties without the OPEC Secretariat’s written permission, however, the information contained therein may be
used and/or reproduced for educational and other non-commercial purposes without the OPEC Secretariat’s
prior written permission, provided that it is fully acknowledged as the copyright holder. The MOMR may contain
references to material(s) from third parties, whose copyright must be acknowledged by obtaining necessary
authorization from the copyright owner(s). The OPEC Secretariat or its governing bodies shall not be liable or
responsible for any unauthorized use of any third party material(s). All rights of the MOMR shall be reserved
to the OPEC Secretariat, as applicable, including every exclusive economic right, in full or per excerpts, with
special reference but without limitation, to the right to publish it by press and/or by any communications medi-
um whatsoever; translate, include in a data base, make changes, transform and process for any kind of use,
including radio, television or cinema adaptations, as well as a sound-video recording, audio-visual screenplays
and electronic processing of any kind and nature whatsoever.
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Oil Market Highlights

Crude Oil Price Movements

The OPEC Reference Basket (ORB) averaged $89.73/b in November, falling m-o-m by $3.89, or 4.2%.
The ICE Brent front-month fell $2.74, or 2.9%, to average $90.85/b, and NYMEX WTI decreased by $2.64, or
3.0%, to average $84.39/b. The Brent/WTI futures spread narrowed further m-o-m, contracting by 10¢ to
average $6.46/b. The market structure of ICE Brent and NYMEX WTI weakened significantly, and the first-to-
third month spreads moved temporarily into contango in late November. The combined futures and options
net long positions of hedge funds and other money managers fell significantly in both ICE Brent and
NYMEX WTI.

World Economy

The world economic growth forecast is revised up marginally to 2.8% for 2022, after slightly better-than-
expected 3Q22 GDP growth in a few economies. The 2023 global economic growth forecast remains
unchanged at 2.5%. For the US, GDP growth in 2022 is revised up to 1.7%, while the forecast for next year
remains unchanged at 0.8%. Euro-zone economic growth for 2022 remains at 3%, and is also unchanged for
2023 to stand at 0.3%. Japan’s economic growth forecast remains at 1.5% for 2022 and 1% for 2023. China’s
2022 growth forecast remains at 3.1% for 2022 and at 4.8% for 2023. The forecasts for India remain at 6.5%
for 2022 and 5.6% for 2023. Brazil's economic growth forecast is revised up to 2.4% for 2022, but remains
unchanged at 1% for 2023. The 2022 forecast for Russia is revised up to a contraction of 5% followed by
growth of 0.2% in 2023. With this, risks to global economic growth remain skewed downward due to challenges
including high inflation, monetary tightening by major central banks, high sovereign debt levels in many regions
and some ongoing supply chain issues. Moreover, geopolitical risks and the pace of the COVID-19 pandemic
during winter remain uncertain.

World Oil Demand

The world oil demand forecast for 2022 remains unchanged at 2.5 mb/d. The oil demand was adjusted higher
in the 3Q22, amid better-than-anticipated transportation fuel consumption in OECD, offset by a downwardly-
revised estimate for 4Q22 due to a slowdown in the non-OECD amid reduced mobility and sluggish industrial
activity in China. For 2023, world oil demand growth also remains unchanged at 2.2 mb/d, with the OECD
growing by 0.3 mb/d and non-OECD growth forecast at 1.9 mb/d. This forecast is subject to many uncertainties
including global economic developments, COVID-19 containment measures mainly in China and ongoing
geopolitical tensions.

World Oil Supply

Non-OPEC liquids supply is forecast to grow by 1.9 mb/d for 2022, broadly unchanged from last month’s
assessment. Upward revisions to liquids production in OECD Americas, Russia and Latin America were offset
by downward revisions to OECD Europe, Other Eurasia and Other Asia. The main drivers of liquids supply
growth for the year are expected to be the US, Canada, Guyana, Russia, China and Brazil, while production
is expected to decline mainly in Norway and Thailand. For 2023, non-OPEC liquids production growth remains
largely unchanged and is expected to grow by 1.5 mb/d. The main drivers of liquids supply growth are expected
to be the US, Norway, Brazil, Canada, Kazakhstan and Guyana, whereas oil production is forecast to decline
mainly in Russia and Mexico. Nonetheless, large uncertainties persist around geopolitical development in
Eastern Europe, as well as the US shale output potential next year. OPEC NGLs and non-conventional liquids
are forecast to grow by 0.1 mb/d in 2022 to average 5.39 mb/d and by 50 tb/d to average 5.44 mb/d in 2023.
OPEC-13 crude oil production in November decreased by 744 tb/d m-o-m to average 28.83 mb/d, according
to available secondary sources.
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Product Markets and Refining Operations

Refinery margins in the Atlantic Basin underwent a downward correction in November. This was due to the
increasing refinery intakes as heavy refinery repair works subsided. The recovery in product output levels
exerted pressure on product crack spreads, particularly those of gasoil/diesel. In Asia, however, margins
continued to improve, supported by lower Dubai prices. Strong regional product demand led to stronger
markets for all products across the barrel with the exception of gasoil/diesel. Global refinery processing rates
began to recover during the month of November and rose by 2.1 mb/d in response to a decline in offline
capacity amid the end of peak refinery maintenance. Refinery intakes are expected to continue to recover in
December, increasing by almost the same amount, according to preliminary data.

Tanker Market

Dirty freight rates continued to move higher in November, with strong gains on all monitored routes. Aframax
rates saw the strongest gains as refiners loaded-up on Russian crude ahead of EU sanctions. An ongoing shift
to longer-haul routes due to trade dislocations also weighed on tanker availability. Aframax rates on the intra-
Mediterranean route rose 43% m-o-m in November and stood well above the levels seen in recent years.
Suezmax rates saw similar support, with rates on the US Gulf to Europe route up 31% m-o-m. VLCCs showed
continued steady gains, up around 21% on average. Clean spot freight rates on medium-range vessels were
up 13% both East and West of Suez, amid tight tonnage availability.

Crude and Refined Products Trade

US crude imports recovered from a six-month low to average 6.3 mb/d in November, while US crude exports
reached a fresh record high of 4.2 mb/d, according to estimates based on weekly data. China’s crude imports
continued to recover in October, averaging 10.2 mb/d. China’s product exports fell back from a 15-month high
with declines across most major products. India’s crude imports recovered the previous month’s losses,
averaging 4.2 mb/d in October. Product exports from India declined by around 21%, with diesel outflows
sharply lower. Japan’s crude imports continued to slip from a two-year high to average 2.7 mb/d in October, in
line with seasonal developments, but still showed 15 months of consecutive y-o-y gains. Tanker tracking data
showed crude imports into the OECD Europe region remained steady in 3Q22 before dipping in November.
Imports of Russian crude into OECD Europe were down by close to 1.0 mb/d y-o-y in November, ahead of the
implementation of EU sanctions, although flows to Turkey increased sharply reaching as high as 400 tb/d,
according to tanker tracking data, up from relatively minor levels last year.

Commercial Stock Movements

Preliminary October data sees total OECD commercial oil stocks up m-o-m by 22.5 mb. At 2,748 mb, they
were 15 mb less than the same time one year ago, 167 mb lower than the latest five-year average and 197 mb
below the 2015-2019 average. Within the components, crude and product stocks rose m-o-m by 12.9 mb and
9.5 mb, respectively. At 1,335 mb, OECD crude stocks were 8 mb higher than the same time a year ago, but
80 mb lower than the latest five-year average and 118 mb lower than the 2015-2019 average. OECD product
stocks stood at 1,413 mb, representing a deficit of 23 mb from the same time a year ago, 87 mb lower than
the latest five-year average and 79 mb below the 2015-2019 average. In terms of days of forward cover, OECD
commercial stocks rose m-o-m by 1.0 day in October to stand at 59.1 days. This is 0.6 days below October
2021 levels, 4.0 days less than the latest five-year average and 3.3 days lower than the 2015-2019 average.

Balance of Supply and Demand

Demand for OPEC crude in 2022 remained unchanged from the previous month’s assessment to stand at
28.6 mb/d, which is around 0.5 mb/d higher than in 2021. Demand for OPEC crude in 2023 also remained
unchanged from the previous month’s assessment to stand at 29.2 mb/d, which is 0.6 mb/d higher than in
2022.

Vi OPEC Monthly Oil Market Report — December 2022



Feature Article
Review of 2022 and outlook for 2023

The global economy continued its recovery path throughout much of 2022, albeit at varying levels among
regions, and with a notable slowdown towards the end of the year.

The Eurozone saw unexpectedly strong growth in Graph 1: 2022-2023 real GDP growth in key countries
1H22 before decelerating in 2H22, amid rising and regions (%)

inflation that prompted European Central Bank

monetary tightening and concerns about a possible World —; ; 2022
energy crunch in the winter heating season. The US OECD mmmm 3 =2023
economy faced challenges in 1H22, but recovered
somewhat in 2H22, supported by ongoing healthy
consumption levels. In the non-OECD, China’s strict Japan NN , ,
zero-COVID policy has dampened GDP growth in  gyro-zone mo0.3
2022. India witnessed strong economic growth in
1H22, but decelerated slightly in 3Q22 amid high

US W 0.8

Non-OECD I 3.8

inflation levels. For 2022, world GDP growth is China I 43
estimated at 2.8%. India I
Going forward, several challenges still lie ahead. For OPEC I 3.4

example, persistently high inflation may necessitate  source: oPEC.

further monetary tightening measures by major

central banks. Rising interest rates will be a cause for concern for countries with high sovereign debt levels.
Tight labour markets, amid calls for higher wages, will add pressure, as will continued supply chain issues.
However, a resolution of the geopolitical conflict in Eastern Europe and a relaxation of China’s zero-COVID
policy could provide some upside potential. Global GDP growth for 2023 is forecast at 2.5%.

Global oil demand growth is estimated at 2.5 mb/d Graph 2: World oil demand and non-OPEC supply
y-0-y in 2022. In OECD Americas and Europe, lower- growth in 2022-2023 (mb/d)

than-expected transportation fuel demand outpaced
jet fuel demand recovery, leading to y-o-y growth of
1.4 mb/d for the OECD. In the non-OECD, y-o-y
growth of 1.2 mb/d is expected. Renewed lockdowns
in China weighed heavily on oil demand, with the
country registering an oil demand contraction in
2022.
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For 2023, world oil demand is expected to increase by
2.2 mb/d y-o-y. OECD oil demand is forecast to
increase by 0.3 mb/d. This is mostly in OECD
Americas, while other OECD regions are not expected
to see noticeable growth. In the non-OECD, oil World oil demand Non-OPEC supply
demand is forecast to increase by 1.9 mb/d, with source: oPEC.
China and India seeing the largest growth.
This forecast assumes the successful containment of COVID-19 and a resumption of pre-pandemic
economic growth in China, while India’s oil demand is projected to be supported by continued healthy
economic growth.

Non-OPEC supply growth in 2022 is estimated at 1.9 mb/d. The main drivers of growth are estimated to
have been the US, Canada, Guyana, Russia, China and Brazil. US shale oil companies continued to focus
on shareholder returns, with higher production costs amid supply chain shortages and inflation limiting
overall production growth.

In 2023, non-OPEC supply is forecast to expand by 1.5 mb/d y-o-y. US tight oil output and offshore start-
ups in Latin America and the North Sea are expected to drive growth. The US is expected to lead the way
with a share of about 75% of total growth, followed by Norway, Brazil, Canada, Kazakhstan and Guyana.
Non-OPEC upstream sector investment in 2022 is estimated at around $424 billion, up around 19% y-o-y. It
is forecast at $459 billion in 2023, up by 8% y-0-y.

As the year 2022 draws to a close, the recent global economic growth slowdown with all its far-reaching
implications is becoming quite evident. The year 2023 is expected to remain surrounded by many
uncertainties, mandating vigilance and caution. This is reflected in the continued pro-active and pre-emptive
joint efforts of the DoC to provide stability and balance to the global oil market, amid rapidly evolving market
conditions.
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Crude Oil Price Movements

The OPEC Reference Basket (ORB) value and its component-related crude benchmarks declined further
in November amid softer market fundamentals in the Atlantic Basin and East of Suez markets. The ORB
value fell by $3.89 m-o-m, or 4.2%, to stand at $89.73/b. Compared with the previous year, the ORB was
up by $32.43, or 46.7%, from $69.45/b to an average of $101.89/b so far this year.

Crude oil spot prices resumed their downward trend in November. Growing concerns about demand in
China due to rising COVID-19 cases, and signs of a well-supplied crude market weighed on the value of
crude prices in the first three weeks of the month. The decline in prices was fuelled by heavy selloffs in
futures markets, amid elevated volatility.

Crude oil futures prices on both sides of the Atlantic moved sharply lower in November, amid elevated
volatility and heavy selloffs in futures markets, including from hedge funds and money managers. Downside
pressure on futures prices persisted as the outlook for oil demand deteriorated due to extended lockdowns
in China and worries that continuing aggressive monetary tightening from major central banks could hinder
economic growth. Meanwhile, concerns about the supply outlook eased, amid signs of a well-supplied crude
market and transpiring details about the G7 price cap on Russian crude. ICE Brent declined by $2.74, or
2.9%, on a monthly average, to settle at $90.85/b, while NYMEX WTI dropped by $2.64, or 3.0%, to stand
at $84.39/b.

Money managers heavily cut their bullish futures and options positions in November, particularly those
related to ICE Brent, amid elevated oil price volatility and high uncertainty. Total futures and options net
long positions in both ICE Brent and NYMEX WTI dropped to their lowest point since April 2020, and
speculators were sellers of a net equivalent of about 161 mb. Open interest also dropped in November,
falling in the last week of November to its lowest since November 2014.

The market structure of all three major oil benchmarks — ICE Brent, NYMEX WTI and DME Oman —
weakened last month and the nearest time spread flipped briefly into contango in the fourth week of
November. The futures forward curves flattened in the front as traders turned to focus on uncertainty about
the short-term oil demand outlook amid a resurgence of COVID-19 in China and soft physical market
fundamentals, while worries about short-term oil supply shortages lessened amid signs of the well-supplied
crude market.

The sweet/sour crude differentials widened further in November in all major regions amid a weak sour crude
market. The value of medium and heavy sour crude fell more than light sweet crude value. This is a
combination of the high availability of sour crude, low demand, and a wide spread between light/medium
distillate and heavy distillate product margins, such as the diesel-HSFO spread.

Crude spot prices

Crude oil spot prices resumed their downward trend Graph 1 - 1: Crude oil price movement
in November after they steadied in the previous US$/b

month. Growing concerns about demand in Chinadue 149
to rising COVID-19 cases, and signs of a well-
supplied crude market weighed on the value of crude 120
prices in the first three weeks of the month. The
decline was fuelled by heavy sell-offs in futures 100
markets amid elevated volatility. Spot prices were 80
under pressure in November due to a slowdown in
buying interest from European and Asia-Pacific g

refiners, including China, and rising volumes of unsold T T 9IS YNYYNYY Ny
—_ — _— -—

crude cargoes for late November and December 29585 5 ®S3 9§ 5 2 9

loadings, with sellers struggling to clear their crude Z 0o S uw= = " < » Z 0

programmes. The reinstatement of lockdown  ___ opEgc Basket North Sea Dated —— WTI
measures and mobility restrictions in several major
cities in China resulted in lower mobility indexes.
Lower refining margins in Europe and the USGC, and a sharp decline of gasoil/diesel cracks in almost all
markets, weighed on the value of spot prices.

Sources: Argus, OPEC and Platts.
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In November, North Sea Dated and WTI's first month dropped m-o-m by $2.01 and $3.11, respectively, or
2.2% and 3.6%, to settle at $91.10/b and $84.15/b. Dubai's first-month contract fell the most among the
benchmarks, declining by $4.92 m-o-m, or 5.4%, to settle at $86.12/b.

Oil price losses eased in the last week of November and early December amid easing concerns about the
demand outlook after Chinese authorities relaxed some COVID-19-related lockdown measures and mobility
restrictions. A large drop in US crude oil stocks in November, along with higher refinery inputs, also limited the
oil price decline.

Table 1 - 1: OPEC Reference Basket and selected crudes, US$/b

Change Year-to-date
OPEC Reference Basket (ORB) Oct 22 Nov22 Nov22/Oct 22 % 2021 2022

ORB 93.62 89.73 -3.89 -4.2 69.45 101.89
Arab Light 96.20 91.58 -4.62 -4.8 7017 103.34
Basrah Medium 89.45 85.66 -3.79 -4.2 68.36 99.21
Bonny Light 95.02 92.84 -2.18 -2.3 70.26 105.66
Djeno 85.66 83.65 -2.01 -2.3 63.03 95.49
Es Sider 93.91 91.25 -2.66 -2.8 68.75 103.38
Girassol 95.61 92.76 -2.85 -3.0 70.94 105.87
Iran Heavy 93.21 88.73 -4.48 -4.8 69.32 101.76
Kuwait Export 94.72 90.13 -4.59 -4.8 70.02 103.03
Merey 71.56 66.94 -4.62 -6.5 51.12 78.62
Murban 93.54 90.90 -2.64 -2.8 69.65 100.55
Rabi Light 92.65 90.64 -2.01 -2.2 70.02 102.48
Sahara Blend 95.66 93.60 -2.06 -2.2 70.44 106.12
Zafiro 93.61 92.12 -1.49 -1.6 70.77 104.89
North Sea Dated 93.11 91.10 -2.01 -2.2 70.48 102.94
Dubai 91.04 86.12 -4.92 -5.4 69.00 98.02
Isthmus 83.57 79.26 -4.31 -5.2 65.97 94.01
LLS 90.07 87.61 -2.46 2.7 69.25 98.42
Mars 83.84 80.44 -3.40 -4.1 66.93 93.50
Minas 91.06 89.21 -1.85 -2.0 68.38 98.52
Urals 70.54 67.98 -2.56 -3.6 69.08 80.80
WTI 87.26 84.15 -3.11 -3.6 67.80 96.15
North Sea Dated/WTI 5.85 6.95 1.10 - 2.68 6.79
North Sea Dated/LLS 3.04 3.49 0.45 - 1.23 4.52
North Sea Dated/Dubai 2.07 4.98 2.91 - 1.48 4.92

Sources: Argus, Direct Communication, OPEC and Platts.

The physical market's soft fundamentals were also reflected in the decline of many regional crude oil
differentials, specifically sour crude, including in the North Sea, the Mediterranean, West Africa and some East
Suez crude markets.

West African, Mediterranean and Caspian crude oil differentials largely weakened in November on weak crude
demand from European and Asian refiners, the availability of prompt unsold cargoes, and the high freight rate
that made west-to-east arbitrage less favourable. This was also reflected in wider Brent-Dubai EFS m-0-m in
November. Bonny Light, Forcados and Qua Iboe crude differentials declined significantly last month against
North Sea Dated, falling by a monthly average of $2.00, 17¢, and $1.31, respectively, to stand at a discount of
13¢/b, and premiums $1.90/b and $1.41/b. The crude differential of medium-heavy sweet Cabinda also fell
m-o-m by $1.32 in November to settle at a premium of 78¢/b.

Saharan Blend crude differentials also averaged lower, falling by 68¢/b m-o-m to stand at a premium of 83¢/b
on average. The Caspian CPC Blend differential sharply declined m-o-m in November, decreasing by $3.36,
amid higher supply of the grade and weak demand, averaging at a deep discount of $4.97/b.
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Nonetheless, in North-west Europe, the value of North Sea crude differentials remained supported in
November by demand from European refiners, as high freight rates have made North Sea crude more
competitive compared to other similar crudes in other regions, including West African, Mediterranean and
USGC crudes. The Forties and Ekofisk crude differentials rose by 57¢ and 31¢, respectively, on a monthly
average in November to settle at a premium of $3.23/b and 98¢/b. However, the sour crude differential in
Europe fell sharply in an adequately supplied market, with low margins for sour crude and weak demand. The
crude differential of Johan Sverdrup fell in November to a record low on higher supply in December coupled
with weak demand, despite the expectation of lower availability of Urals crude in Europe in the coming months
due to the European Union (EU) ban.

In the Middle East, crude differentials to Dubai mostly weakened in the spot market amid soft demand from
Asia Pacific refiners, including China, and lower middle distillate margins and weak fuel oil margins in
Singapore. The value of the Oman crude differential fell by $1.77 m-o-m in November to a premium of $2.78/b.

In the USGC, crude differentials were mixed. Light sweet crude Light Louisiana Sweet (LLS) averaged higher
last month, supported by lower supply due to project work that resulted in reduced operating capacity on the
Zydeco oil pipeline, which carries oil from Houston, Texas, to Louisiana. LLS crude differentials to WTI futures
rose 82¢ m-o-m in November to an average of $3.63/b premium. However, Mars sour crude differentials to
WTI futures further weakened m-o-m in November, declining by 17¢ to a discount of $3.59/b. The high
availability of sour crude in the regions and weak heavy fuel oil margins weighed on the value of sour crude in
the USGC.

OPEC Reference Basket (ORB)

The ORB value and itscomponent-related crude benchmarks declined further in November amid softer market
fundamentals in the Atlantic Basin and East of Suez markets. The ORB value fell by $3.89 m-o-m, or 4.2%, to
stand at $89.73/b. Lower crude differentials in November also contributed to the decline in the value of the
ORB. Compared with the previous year, the ORB was up by $32.43, or 46.7%, from $69.45/b in 2021 to an
average of $101.89/b so far this year.

All ORB component values fell in November, with West and North African Basket components — Bonny Light,
Djeno, Es Sider, Girassol, Rabi Light, Sahara Blend and Zafiro — declining on average the most m-o-m,
dropping by $2.18, or 2.3%, to $90.98/b. Multiple region destination grades — Arab Light, Basrah Light, Iran
Heavy and Kuwait Export — also fell m-o-m by $4.37, or 4.7%, on average, to settle at $89.03/b. The Murban
crude value fell m-o-m by $2.64, or 2.8%, on average, to settle at $90.90/b. The Merey component dropped
m-o-m by $4.62, or 6.5% on average, to settle at $66.94/b.

The oil futures market

Crude oil futures prices on both sides of the Atlantic moved sharply lower in November. They averaged 3%
lower m-o-m amid elevated volatility and heavy selloffs in futures markets, including from hedge funds and
money managers.

Downside pressure on futures prices was witnessed as the oil demand outlook deteriorated due to the renewed
local lockdowns and tightening mobility restrictions in some large cities in China for most of November. This
weighed on market sentiment and raised worries about the short-term oil demand outlook. Moreover, worries
about continuing aggressive monetary tightening from major central banks, including the US Federal Reserve
and the European Central Bank, raised concerns about an economic slowdown, which weighed on oil and
other commodity prices. Meanwhile, concerns about the supply outlook eased amid signs of a well-supplied
crude market and emerging details about the G7 price cap on Russian crude. The decline in futures prices
was fuelled by heavy selloffs in futures markets, specifically from hedge funds and other money managers that
sold an equivalent of about 161 mb in November, according to exchange data.

However, oil futures prices pared some losses in the last week of November after Chinese authorities signalled
an easing of COVID-19-related lockdowns and mobility restrictions, which raised the expectation of an
improving demand outlook. US Energy Information Administration (EIA) weekly data showing a large drop in
US crude oil stocks last month and higher refinery inputs also lent support to the market. US crude oil stocks
fell by nearly 22 mb between the weeks of 1 and 25 November, according to the EIA weekly data. During the
same period, weekly US gross inputs into refineries increased by about 555 tb/d, to 17.11 mb/d, its highest
level since January 2020.

ICE Brent ticked down by $2.74, or 2.9%, on a monthly average, to settle at $90.85/b, while NYMEX WTI
dropped by $2.64, or 3.0%, to stand at $84.39/b.
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Table 1 - 2: Crude oil futures, US$/b

Change Year-to-date
Crude oil futures Oct 22 Nov22 Nov22/Oct 22 % 2021 2022
NYMEX WTI 87.03 84.39 -2.64 -3.0 67.76 95.96
ICE Brent 93.59 90.85 -2.74 2.9 70.57 100.61
DME Oman 91.07 86.02 -5.05 -55 69.12 98.07
Spread
ICE Brent-NYMEX WTI 6.56 6.46 -0.10 -1.5 2.81 4.65

Note: Totals may not add up due to independent rounding. Sources: CME, DME, ICE and OPEC.

The spread between the ICE Brent and NYMEX WTI benchmarks remained wide in November, although it
continued to narrow slowly from its peak in September, as ICE Brent fell more than NYMEX WTI. The Brent-
WTI futures spread declined by 10¢ in November to average at $6.46/b. Market expectations of further
tightening of the supply/demand fundamentals in Europe kept the Brent benchmark well above WTI. Concerns
about the economic outlook and sustained crude oil supply in the US from the Strategic Petroleum Reserve
(SPR) kept the US market well supplied. North Sea Dated premium to WTI Houston widened sharply in
November, rising by $2.12 on a monthly average to stand at a premium of $5.63/b, the highest monthly average
since August 2022. High freight rates that reduced the competitiveness of US crude in the international market

and weaker demand in the spot market, and high supply availability in the Atlantic Basin put downward
pressure on the WTI price.

Hedge funds and other money managers sharply cut their bullish futures and options positions in November.
Particularly affected were those related to ICE Brent, amid elevated oil price volatility and highly uncertain oil
demand and supply outlooks due to lockdowns in China and uncertainty regarding the impact of the price cap
on Russian crude exports. This likely prompted speculators to heavily reduce their bullish positions. In
November, total futures and options net long positions in both ICE Brent and NYMEX WTI dropped to their
lowest point since April 2020, and speculators were sellers of a net equivalent of about 161 mb. Open interest

also dropped in November and continued its downward trend for several months, falling in the last week of
November to its lowest since November 2014.

Graph 1 - 2: NYMEX WTI vs. Managed Money Graph 1 - 3: ICE Brent vs. Managed Money
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The decline of net long positions was more pronounced in futures and options related to ICE Brent, which
fell by 56.4%. Money managers cut their futures and options net long positions in ICE Brent by 128,454 lots
between the weeks of 1 and 29 November to 99,211 contracts, according to the ICE Exchange. During the

same period, gross long positions declined by 83,684 lots, or 31.3%, to 183,827 contracts, while gross short
positions rose by 44,770 lots, or 112.4%, to 84,616 contracts.

Speculators were also net sellers of about 32 mb in the NYMEX WTI contracts between the weeks of 1 and
29 November. Combined futures and options net long positions dropped by 32,455 contracts, or 16.4%, to
reach 165,589 lots in the week of 29 November, according to the US Commodity Futures Trading Commission
(CFTC). This is due to a combination of a decline in long positions and a rise in short positions. In the week
ending 29 November, gross short positions rose by 6,767 lots, or 20.0%, to stand at 40,568 contracts, while
gross long positions fell by 25,688 lots, or 11.1%, to 206,157 contracts during the same period.
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Consequently, the long-to-short ratio of speculative positions in the ICE Brent contracts declined in the week
to 29 November to 2:1, compared with 7:1 in early November. The NYMEX WTI long-to-short ratio also fell to
about 5:1 contracts in the week to 29 November, compared with 7:1 in early November. Total futures and
options open interest volumes on the two exchanges dropped in November, falling by 7.5%, or
335,709 contracts, to stand at 4.1 million contracts in the week ending 29 November, with the decline mainly
related to NYMEX WTI, which declined by 12.1%, or 254.766 contracts.

The futures market structure

The market structure of all three major oil benchmarks — ICE Brent, NYMEX WTI and DME Oman — weakened
in November and the nearest time spread flipped briefly into contango in the fourth week of November, despite
the EU embargo on seaborne imports of Russian crude oil starting on 5 December. The futures forward curves
flattened significantly in the front, compared to October, as traders turned to focus on uncertainty about the
short-term oil demand outlook amid a resurgence of COVID-19 in China and soft physical market
fundamentals, while worries about short-term oil supply shortages lessened amid signs of the well-supplied
crude market. The tightness of middle distillates markets that supported prompt prices in recent months also
eased also contributed to adding downward pressure on prompt prices.

Graph 1 - 4: ICE Brent f