
 
United Nations Conference on Trade and Development  

 
 
 
 
 
 

MULTI-YEAR EXPERT MEETING ON COMMODITIES AND DEVELOPMENT 
 
 

21-22 April 2016, Geneva  
 
 
 
 
 
 
 
 
 
 
 

 

Oil price trends, forecasts and their implications for 
developing economy 

 
 

By 
 

Mr. Abhishek Deshpande 
Chief Energy Analyst 

Natixis, London 
 
 
 
 
 
 
 
 
 
 
 
 

The views expressed are those of the author and do not necessarily reflect  
the views of UNCTAD. 

 



Natixis Oil Outlook - 2016  
April 2016 

Dr Abhishek Deshpande 

Lead Oil Market Analyst 

Global Market Research 

abhishek.deshpande@uk.natixis.com 



2 

Oil Price Drivers 

Fundamentals 

• Supply 

• Demand 

Geo-politics 

Financial Markets 
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What caused the nose dive? 
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Fundamentals in 2015 

• Weak fundamentals for last 18 months 

• Paradigm shift in OPEC (Saudi Arabia) policy 

• Lifting up of Iranian sanctions 
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Oil and Oil Product Inventories 

Apart from markets taking longer to balance perhaps by early 2017, stock builds will continue for 

another year. 

• Oil and oil products stocks in OECD countries are currently in excess of 3bn bbl.  

• With stock builds expected to be higher in 2016Q1 and 2016Q2 vs 2015Q4, crude storages 

capacities in the OECD and globally are expected to be tested. Cushing is already over 85% of 

total shell capacity. 

• Monthly crude oil and oil products additions to the existing inventories has increased once 

again since Jan16 in OECD 

 

17

27

37

47

57

67

300

340

380

420

460

500

540

Dec-10 Oct-11 Aug-12 Jun-13 Apr-14 Feb-15 Dec-15

US Crude oil stocks (mn bbl)

Total US Stocks

Cushing Stocks (RHS)

Source: DOE

1.2

1.25

1.3

1.35

1.4

1.45

1.5

1.55

1.6

2.35

2.45

2.55

2.65

2.75

2.85

2.95

3.05

3.15

Jan-09 Jan-11 Jan-13 Jan-15

Total OECD Stocks Vs Crude, NGLS and 
Products (billion bbls)

Total Stocks

Crude & NGLs (RHS)

Total Products (RHS)

Source: IEA



6 

Oil and Oil Product Inventories 

Global oil and oil product inventories (excluding Russian Federation) were in excess of 5.6bn bbl in 

Feb16; +1bn bbl compared to the same month in 2009. 
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Where is the latest support 
coming from?? 
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Geopolitics providing some support.. 
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Geopolitics providing some support.. 
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• Supply disruptions in Libya, Nigeria and Iraq recently have helped take away  over 380,000b/d in 

2016Q1. 

• Outages in Kuwait led to a drop I Kuwait’s production by over 50% to 1.1mn b/d for 3 days.  

• Talks on OPEC and non-OPEC freeze since early Feb had brought together key oil producers to 

discuss the current glut and find a sustainable solution 
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Hot money net flows 

• Speculative positions have increased significantly as investors are calling it a bottom based on: 

• Expectation that US oil production will slow down significantly this year, thanks to the 

latest production guidance given by oil companies in addition to the Capex cuts 

• Freeze talks between OPEC & non-OPEC since Feb16 
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Oil-Dollar Correlation 

• From time to time there is a strong correlation between dollar and oil prices, but it’s not always 

the case.  

• With fed pushing back interest rate hikes recently has led to weakness in dollar which could be 

taken as some temporary support to oil prices 
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Going forwards…. 
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Global Demand 

• Global demand revised down for 2016 due to global uncertainties  

• Demand being driven mainly by non-OECD countries but some OECD countries as well 

• US,  India the key demand drivers, Chinese demand is softening rapidly 

• Increased demand from Strategic Petroleum Reserves  (SPR) and commercial builds 

Region OPEC IEA Natixis

Other Asia (Incl. India) +390 +550 +560

Source: Natixis, IEA, OPEC

Demand (yoy growth, 1000 b/d) - 2016

OECD +180 -20 +170

China +290 +340 +150

South America (excl. Chile) +10 -10 -10

Middle East +150 +110 +100

Net growth +1200 +1160 +1100
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Non-OPEC Supply 

• Non-OPEC supply to decline aggressively in 2016 

• US crude production will be the main contributor 

• Supply has also dropped in China, Latin America, Kazakhstan, Azerbaijan 

Region OPEC IEA Natixis

Africa -30 -20 -20

Source: Natixis, IEA, OPEC

Non-OPEC Supply (yoy growth, 1000 b/d) - 2016

North America -460 -470 -500

OECD Europe -90 -50 +20

South America (excl. Chile) +10 -60 -20

FSU -120 +20 -80

Net growth -730 -710 -760
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Will markets balance by end of 2016?? 

Global crude oil supply continues to outpace demand all the way into 2016 and possibly 2017. 

Assuming OPEC sticks to its current strategy of maintaining market share, 

• In 2016 we expect the excess to average around 0.8-1mn b/d. 

• We expect Iran to add 800,000b/d after sanctions were lifted. Currently Iran is producing 3.2mn 

b/d, +400,000b/d since Dec15. 
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In the event of a production freeze.. 

• Indeed, freezing output at 11Jan levels which were 32.4mn b/d including Indonesia, (31.63mn b/d 

excluding) could have helped balance the markets as early as the third quarter of this year. 

• And excluding Iran would tighten the markets but unlikely to cause major withdrawals. 
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Forecasts for 2016 

 

• We do expect oil prices to trend slowly upwards but we are cautiously bearish as current support in the 

oil prices is due to significant transitional outages and increased net long positions by investors who 

are seeking to increase their exposure to the energy sector. 

 

• As the DOHA talks failed to secure any freeze in output, we see no reason to believe why OPEC and 

some of the non-OPEC producer will not increase their production capacity as planned and output as 

market share strategy becomes increasingly important and this should push back the markets to 

balance into 2017. 

 

• Hence pressure to remain on oil prices from:  

• the large inventories already in place,  

• oil markets likely to take longer to balance,  

• any immediate increase in oil production only helping North American shale producer, 

• rapid increase in crude prices reduces refining margins which could results in reduced 

processing rates,  

• weak apparent demand from key drivers such as China, Europe, especially if the global growth 

were to remain tepid 

• strength in dollar is also bearish for oil.  

 

• Support to come from: 

• rapid fall in US oil production 

• decline in other non-OPEC production 

• planned and largely unplanned outages 

• investors overly bullish 

 

• Our central scenario for oil is based on Iran’s return of 800,000b/d of crude. 
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Forecasts for 2016 

2014 2015

Q1 Q2 Q3 Q4 Annual

Crude prices ($/bbl)

    - WTI (average) 93.6 48.8 32.5 34.0 39.0 41.0 36.6

     t/t-1 (%) -5.2% -47.9% -22.7% 4.6% 14.7% 5.1% -24.9%

    - BRENT (average) 99.8 53.5 34.5 36.0 40.0 42.0 38.1

     t/t-1 (%) -7.2% -46.4% -22.8% 4.3% 11.1% 5.0% -28.7%

2015 2016

Q1 Q2 Q3 Q4 Annual

Crude prices ($/bbl)

    - WTI (average) 48.8 36.6 42.0 44.0 48.0 50.0 46.0

     t/t-1 (%) -47.9% -24.9% 2.4% 4.8% 9.1% 4.2% 25.6%

    - BRENT (average) 53.5 38.1 44.0 46.0 50.0 52.0 48.0

     t/t-1 (%) -46.4% -28.7% 4.8% 4.5% 8.7% 4.0% 25.9%

Base scenario

Base scenario

2016

2017
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Forecasts for 2016 
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Risks to Oil Price 

Mainly upside as low price scenario is already captured in our central scenario. 

 

Upside: 

 

• Unprecedented unplanned outages especially in 2016Q3 and 2016Q4 when balances are much 

tighter than in 2016Q2. 

• US oil producers and any other non-OPEC producer cutting back aggressively on rigs and wells 

• North American oil companies file for bankruptcy; increased consolidation in oil companies, 

focusing on the economical wells and basins post restructuring. 

• OPEC agreeing on an oil production quota/freeze in next OPEC meeting. 

• Increased geopolitical risk in the Middle East e.g. Saudi Arabia, Iran, strikes in Kuwait 

• Instability and bankruptcy of OPEC oil producing states such as Venezuela on the brink. 

• Unprecedented Capex and OPEC cuts resulting in lower output by as early as 2017 

 

Downside: 

 

• Global economy slowing down further. 

• A Unity Government in Libya could lead to a boost in production as the country stabilises. This 

could add 500,000b/d of production to the market. 

• Increased production from OPEC and some Non-OPEC members such as Russia as they 

intensify the market share strategy. 
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Risks to Oil Price 

Forecasts ($/bbl) 31-Mar-16 30-Jun-16 30-Sep-16 31-Dec-16 31-Mar-17 30-Jun-17 30-Sep-17 31-Dec-17

Low Case Scenario WTI 31.5 30 34 36 38 40 42 44

Brent 33.5 33 36 38 40 42 44 46

Base Case Scenario WTI 32.5 34 39 41 42 44 48 50

Brent 34.5 36 40 42 44 46 50 52

High Case Scenario WTI 34 43 45 47 50 52 54 56

Brent 35.5 44 46 48 52 54 56 58
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Volatility in oil to remain high 

 

• Expect high volatility in the next 12 months 
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Disclaimer  
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The information contained in this publication and any attachment thereto is exclusively intended for a client base consisting of professionals and qualified investors. This document and any attachment thereto are strictly confidential 

and cannot be divulgated to a third party without the prior written consent of Natixis. If you are not the intended recipient of this document and/or the attachments, please delete them and immediately notify the sender. Distribution, 

possession or delivery of this document in, to or from certain jurisdictions may be restricted or prohibited by law. Recipients of this document are required to inform themselves of and comply with all such restrictions or prohibitions. 

Neither Natixis, nor any of its affiliates, directors, employees, agents or advisers or any other person accepts any liability to any person in relation to the distribution, possession or delivery of this document in, to or from any 

jurisdiction. 

This document has been developed by our economists. It does not constitute a financial analysis and has not been developed in accordance with legal requirements designed to promote the independence of 

investment research. Accordingly, there are no prohibitions on dealing ahead of its dissemination. 

This document and all attachments are communicated to each recipient for information purposes only and do not constitute a personalized investment recommendation. They are intended for general distribution and the products or 

services described herein do not take into account any specific investment objective, financial situation or particular need of any recipient. This document and any attachment thereto shall not be construed as an offer nor a solicitation 

for any purchase, sale or subscription. Under no circumstances should this document be considered as an official confirmation of a transaction to any person or entity and no undertaking is given that the transaction will be entered 

into under the terms and conditions set out herein or under any other terms and conditions. This document and any attachment thereto are based on public information and shall not be used nor considered as an undertaking from 

Natixis. All undertakings require the formal approval of Natixis according to its prevailing internal procedures. 

Natixis has neither verified nor carried out independent analysis of the information contained in this document. Accordingly, no representation, warranty or undertaking, either express or implied, is made to the recipients of this 

document as to or in relation to the relevance, accuracy or completeness of this document or as to the reasonableness of any assumption contained in this document. Information does not take into account specific tax rules or 

accounting methods applicable to counterparties, clients or potential clients of Natixis. Therefore, Natixis shall not be liable for differences, if any, between its own valuations and those valuations provided by third parties; as such 

differences may arise as a result of the application and implementation of alternative accounting methods, tax rules or valuation models. The statements, assumptions and opinions contained in this document may be changed or may 

be withdrawn by Natixis at any time without notice. 

Prices and margins are indicative only and are subject to change at any time without notice depending on, inter alia, market conditions. Past performances and simulations of past performances are not a reliable indicator and 

therefore do not anticipate any future results. The information contained in this document may include results of analyses from a quantitative model, which represent potential future events that may or may not be realised, and is not a 

complete analysis of every material fact representing any product. Information may be changed or may be withdrawn by Natixis at any time without notice. More generally, no responsibility is accepted by Natixis, nor any of its holding 

companies, subsidiaries, associated undertakings or controlling persons, nor any of their respective directors, officers, partners, employees, agents, representatives or advisers as to or in relation to the characteristics of this 

information. The statements, assumptions and forecasts contained in this document reflect the judgment of its author(s), unless otherwise specified, and do not reflect the judgment of any other person or of Natixis. 

The information contained in this document should not be assumed to have been updated at any time subsequent to the date shown on the first page of this document and the delivery of this document does not constitute a 

representation by any person that such information will be updated at any time after the date of this document.  

Natixis shall not be liable for any financial loss or any decision taken on the basis of the information disclosed in this presentation and Natixis does not provide any advice, including in case of investment services. In any event, you 

should request for any internal and/or external advice that you consider necessary or desirable to obtain, including from any financial, legal, tax or accounting adviser, or any other specialist, in order to verify in particular that the 

transaction described in this document complies with your objectives and constraints and to obtain an independent valuation of the transaction, its risk factors and rewards. 

Natixis is authorized in France by the Autorité de Contrôle Prudentiel et de Régulation (ACPR) as a Bank -Investment Services Provider and subject to its supervision.  

Natixis is regulated by the Autorité des Marchés Financiers in respect of its investment services activities. 

Natixis is authorized by the ACPR in France and regulated by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority in the United Kingdom. Details on the extent of regulation by the FCA and the Prudential 

Regulation Authority are available from Natixis’ branch in London upon request. 

Natixis is authorized by the ACPR and regulated by the BaFin (Bundesanstalt für Finanzdienstleistungsaufsicht) for the conduct of its business under the right of establishment in Germany.  

Natixis is authorized by the ACPR and regulated by Bank of Spain and the CNMV (Comisión Nacional de Mercado de Valores) for the conduct of its business under the right of establishment in Spain.  

Natixis is authorized by the ACPR and regulated by Bank of Italy and the CONSOB (Commissione Nazionale per le Società e la Borsa) for the conduct of its business under the right of establishment in Italy. 

Natixis is authorised by the ACPR and regulated by the Dubai Financial Services Authority (DFSA) for the conduct of its business in and from the Dubai International Financial Centre (DIFC). The document is being made available to 

the recipient with the understanding that it meets the DFSA definition of a Professional Client; the recipient is otherwise required to inform Natixis if this is not the case and return the document. The recipient also acknowledges and 

understands that neither the document nor its contents have been approved, licensed by or registered with any regulatory body or governmental agency in the GCC or Lebanon. 

All of the views expressed in this research report accurately reflect the research analyst’s personal views regarding any and all of the subject securities or issuers. No part of analyst compensation was, is or will be, directly or 

indirectly related to the specific recommendations or views expressed in this research report.  

I(WE), ANALYST(S), WHO WROTE THIS REPORT HEREBY CERTIFY THAT THE VIEWS EXPRESSED IN THIS REPORT ACCURATELY REFLECT OUR(MY) PERSONAL VIEWS ABOUT THE SUBJECT COMPANY OR 

COMPANIES AND ITS OR THEIR SECURITIES, AND THAT NO PART OF OUR COMPENSATION WAS, IS OR WILL BE, DIRECTLY OR INDIRECTLY, RELATED TO THE SPECIFIC RECOMMENDATIONS OR VIEWS 

EXPRESSED IN THIS REPORT. 

The personal views of analysts may differ from one another. Natixis, its subsidiaries and affiliates may have issued or may issue reports that are inconsistent with, and/or reach different conclusions from, the information presented 

herein. 

Natixis, a foreign bank and broker-dealer, makes this research report available solely for distribution in the United States to major U.S. institutional investors as defined in Rule 15a-6 under the U.S. securities Exchange Act of 1934. 

This document shall not be distributed to any other persons in the United States. All major U.S. institutional investors receiving this document shall not distribute the original nor a copy thereof to any other person in the United States. 

Natixis Securities Americas LLC, a U.S. registered broker-dealer and member of FINRA, is a subsidiary of Natixis. Natixis Securities Americas LLC did not participate in the preparation of this research report and as such assumes no 

responsibility for its content. This research report has been prepared and reviewed by research analysts employed by Natixis, who are not associated persons of Natixis Securities Americas LLC and are not registered or qualified as 

research analysts with FINRA, and are not subject to the rules of the FINRA. In order to receive any additional information about or to effect a transaction in any security or financial instrument mentioned herein, please contact your 

usual registered representative at Natixis Securities Americas LLC, by email or by mail at 1251 Avenue of the Americas, New York, NY 10020.  


