
 

 

 Brent crude briefly topped US$60/

barrel today as the reflation trade 

combined with falling inventories.  

 The commodity is up 16.1% year-to-

date as the oil producing nations have 

held together in keeping output lower.   

 The number of active rigs in the US, 

however, has started to rise, and 

OPEC+ is reviewing its output targets 

every month. 

 The rally may have a limit, but it is in 

line with FAB’s forecast of an average 

Brent price of US$58/barrel in 2021. 

 The FAB AAC is overweight in 

equities, IG and EM bonds, and gold, 

and is underweight alternatives. 

 

Brent crude briefly breached US$60/barrel 

today, a surprise for many economists, 

who had a more bearish outlook for the 

commodity in 2021. Year-to-date, Brent 

prices have rallied 16.1% and are 

averaging US$55.88/barrel, 29% higher 

than the full-year average price for the 

commodity in 2020. FAB has an above-

consensus forecast of an average Brent 

crude price of US$58/barrel this year, 

much higher compared to Fitch Ratings 

which expects this number to be US$45/

barrel and S&P Global Ratings, which has 

it at US$50/barrel. 

The move up is due to a confluence of 

bullish factors. OPEC+ countries, for one, 

have restrained output, maintaining a 

supply deficit that is slowly reducing the 

excess inventories built early last year. 

That was in evidence last month, as US oil 

inventories fell by 17.8 million barrels, 

according to the Department of Energy. 

The question going forward is whether 

OPEC+ members will have the will to keep 

the current curbs in place. After a key 

meeting in December, the group agreed to 

review their curbs every month. The speed 

of the price rise could easily spur some to 

call for higher production. 

Even if the countries stick to the curbs, the 

higher prices could prompt more shale oil 

producers in the US to restart activities. 

That is already happening, albeit to a 

small extent. The number of active 

horizontal rigs in the US, a measure of 

shale exploration activity, bottomed in the 

second week of August, at 143. It has 

risen steadily since, to 240 as of last week, 

according to Baker Hughes. That is still far 

short of the 560 active rigs one year ago, 

but it indicates shale is not dead. 

Oil traders seem to be seeing that, too. 

The futures data of the Commodities and 

Futures Trading Commission has shown 

oil traders increasing their short positions 

even as hedge funds added to their longs. 

Furthermore, the drawdown in inventories 

could also slow down going forward. The 

numbers released by the Department of 

Energy every week are about a week old. 

So last week’s inventory draw was really 

related to the end of January. Activity in 

Europe, in particular, has slowed since 

then, amid new lockdowns. A testament of 

that is in China’s exports of refined 

products, which have started to fall. 

Even if the upside is capped, OPEC+ has 

demonstrated its ability to balance the oil 

market throughout the past year. 

Furthermore, crude demand has 

recovered from its lows and the 

International Energy Agency expects it to 

end the year at 99 million barrels/day, just 

2 million barrels/day short of the record 

logged in December, 2019. 

OPEC+ is winning the oil price war, but its success is a risk 

8 February, 2021 

The OPEC+ output curbs have 

helped reduce inventories and 

push crude prices higher 
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For inquiries related to this article, please contact:   

Alain.Marckus@bankfab.com 
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Disclaimer: This report has been prepared and issued by Products & Services - Elite & Private Banking (“P&S-EPB”) of First Abu Dhabi Bank PJSC 
(“FAB”) outlining particular services provided by P&S-EPB. This report is for general informational purposes and does not constitute or form part of any offer 
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regulation in certain countries, hence any unathorised use or disclosure of this document is prohibited.  
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we have relied upon and assumed, without independent verification, the accuracy and completeness of all the information available from public sources or 
which was otherwise reviewed by us. FAB PJSC makes no representation or warranty, expressed or implied, as to the accuracy, t imeliness or complete-
ness of the information in this report. FAB PJSC shall have no liability to the Customer or to third parties for the quality, accuracy, timeliness, continued 
availability or completeness of any data or calculations contained and/or referred to in this report nor for any special, direct, indirect, incidental or conse-
quential loss or damage which may be sustained because of the use of the information contained and/or referred to in this report or otherwise arising in 
connection with the information contained and/or referred to in this report, provided that this exclusion of liability shall not exclude or limit any liability under 
any law or regulation applicable to FAB PJSC that may not be excluded or restricted. 
Past performance is not a guarantee of future performance and should not be seen as an indication of future performance due to a variety of economic, 
market or other factors. The information contained in this report does not purport to contain all matters relevant to any particular investment or financial 
instrument and all statements as to future matters are not guaranteed to be accurate. Any projections of potential risk or return are illustrative and should 
not be construed as limitations of the maximum possible loss or gain. Data included in this report may not take into account all potentially significant factors, 
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In addition, our analysis are not and do not purport to be appraisals of the assets, stock or business of the recipient and has been prepared without taking 
into account the objectives, financial situation or needs of particular person. Even when this presentation contains a kind of appraisal, it should be consid-
ered preliminary, suitable only for the purpose described herein and not be disclosed or otherwise used without the prior written consent of P&S-EPB. FAB 
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this report. This document does not purport to set out any advice, recommendation or representation on the suitability of any investment, transaction or 
product (as referred to in this document or otherwise), for potential purchasers. In receiving this report, the client is fully aware that there are risks associat-
ed with investment activities. Potential purchasers should determine for themselves the relevance of the information contained in this document and the 
decision to purchase any investment contained herein should be based on such investigation and analysis as they themselves deem necessary. Before 
entering into any transaction potential purchasers should obtain the investment offering materials, which include a description of the riks, fees and expenses 
and ensure that they fully understand the potential risks and rewards of that transaction (including, without limitation, all financial, legal, regulatory, tax and 
accounting consequences of entering into the transaction and an understanding as to how the transaction will perform under changing conditions) and that 
they independently determine that the transaction is appropriate for them given their objectives, experience, financial and operational resources and other 
relevant circumstances. Potential purchasers should consider consulting with such advisers and experts as they deem necessary to assist them in making 
these determinations.  
FAB is acting solely in the capacity of a potential arm’s-length contractual counterparty and not as a financial adviser or fiduciary in any transaction unless 
we have otherwise expressly agreed so to act in writing. FAB does not provide any accounting, tax, regulatory or legal advice. FAB is licensed by the Cen-
tral Bank of the UAE.  
London: FAB London Branch is Authorized by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Author ity and 
limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from 
FAB London branch on request. Registered in England & Wales: Company No: FC009142: VAT No: GB245 3301 91.  
Paris: FAB Paris Branch is licensed by the French Prudential Control Authority as a credit institution. FAB Paris is registered in F rance under 
the company number: RCS Paris B 314 939 547.  
Switzerland: This publication is for informational purposes only and is not intended as an offer, or a solicitation of an offer, to buy or  sell any 
investment or other specific product. Certain services and products are subject to legal restrictions and cannot be offered worldwide on an unrestricted ba-
sis and/or may not be eligible for sale to all investors. This report is for distribution only under such circumstances as may be permitted by applicable law. 
All information and opinions expressed in this document were obtained from sources believed to be reliable and in good faith, but no representation or war-
ranty, express or implied, is made as to its accuracy or completeness. All information and opinions as well as any prices indicated are currently as of the 
date of this report, and are subject to change without notice. The analysis contained herein is based on numerous assumptions. Different assumptions 
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of an investment. First Abu Dhabi Bank PJSC and/or FAB Private Bank (Suisse) SA expressly prohibit the distribution and transfer of this document to third 
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