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THE -30% FALL IN CRUDE OIL PRICES ALREADY SEEMS EXCESSIVE

Demand will remain in excess and will not be offset by already low inventories

The recession scenario has spread quite widely in the financial
markets for several months, pushing commodity prices down
significantly. Oil prices have thus fallen by almost -30% since their
double top in March and June above $120/b. The US WTI price
($87.8/bbl) is now close to its October 2021 level again and is
trading almost -8% below its 200-day average.

The differences between « future » prices and the actual prices
traded in the physical market are significant and reflect the

positioning of investors in the financial markets over the past few
months, who have significantly reduced their speculative positions.
Net non-commercial long positions have indeed been reduced
during this period, even though physical oil inventories are at a very
low level. Moreover, demand for refined products does not seem to
have been strongly impacted by the price increase for the time
being.
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This fall in prices should benefit consumers and should help to
reduce inflationary pressures.

However, the fundamentals remain characterised by excess
demand relative to current supply. The latest communication from
OPEC suggests that an increase in production should not be
expected in the coming months.

If Chinese growth picks up and the recession scenario turns out to
be too extreme, demand will not collapse as current prices suggest.
Therefore, a rebound in crude oil prices becomes very likely, as
geopolitics has not finished affecting the supply level in Europe,
reinforcing the risks of further price rises after a phase of stabilisation
of prices between $85-90/b.

DOE Oklahoma Crude Oil stocks
80000

Sources: Bloomberg/BBGI

70000
60000
50000
40000
30000
20000 —_—
10000
—— DOE Cushing Oklahoma Crude Oil Total Stocks Data
0
01.08 02.10 03.12 04.14 05.16 06.18 07.20 08.22
160
Brent - West Texas Crude oil prices
140
LA 1 |
f \ —— Brent Crude Oil \
i 1
100 '/ f West Texas Crude Oil ll \
' A /
80 \ ‘\",\r V,/ ‘ , /“ [
W J! v
Lo | Vj | V
60 - \ / !
b N A ‘ /J
We
v
40 }N . ;./ ol
i [

Sources: Bloomberg/BBGI

0
01.08 02.10 03.12 04.14 05.16 06.18 07.20 08.22

Important information: This document is confidential and intended exclusively for its recipient and may not be transmitted or reproduced, even partially, without the express written consent of BBGI Group. It is provided for information purposes
only and does not constitute an offer or solicitation to buy, sell or subscribe. BBGI Group cannot be held responsible for any decisions taken on the basis of the information provided. The figures are based on quantitative and judgmental analysis.
The client remains fully responsible for the management decisions made in relation to this document. We endeavour to use information that is deemed reliable and cannot be held responsible for its accuracy and completeness. The opinions and

all information provided are subject to change without notice. The data mentioned is indicative only and is subject to change without notice in the light of changing market conditions. Past performance and simulations are not indicative of future
results

BBGI Group SA - Place de Longemalle 1 - 1204 Geneva - Switzerland- T: +41225959611 - reception@bbgi.ch - www.bbgi.ch



