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Wrapup 
Over the last week, the number of commentators that are 
talking openly about the less invasive and more selective 
approaches for dealing with Covid-19 has become more 
apparent.  

In the first instance, there is a tendency to label any shift away 
from an accepted pattern as an outlier or a fringe perspective 
and be dismissive. However, the increase in dissenting voices 
is positive as science only thrives and grows with questioning.  

These new perspectives are interesting as the underline two 
key shifts: (i) growing rationality, precipitated by increased 
knowledge; and (ii) increasing focus the underlying data than 
the stage-managed presentation of statistics. 

The corollary of the rise in these outliers is that economic 
projections running Covid-19 scenarios are increasingly 
divergent quantitatively, but yet convergent qualitatively. 
Growing knowledge has fostered the hypothesis that: (i) the 
near-term impact will continue; (ii) the medium-term impact 
will not be as severe; and (iii) there will be a slower recovery. 

This means that the recovery will not be “V” shaped from a 
deep low, but a “U” shape, with a longer recovery period, but 
from a higher level of economic activity than previously 
thought. 

While quantitative estimates are likely to be revised 
continuously, resulting in volatility at the longer end of the 
projection time horizon, qualitatively, we think the trend is 
probably about right. Collectively, this is a substantial silver 
lining to what hither too has been a dark cloud. 
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Fingertip Figures 
Table 1 – Commodity Prices 

Item Price 
1 Week Change 

(Net) (%) 

Crude  

Brent ($/bbl) 

WTI ($/bbl) 

OPEC ($/bbl) 

WCS ($/bbl) 

 43.19 5.19 13.66% 

 40.96 3.91 10.55% 

 41.29 0.23 0.56% 

 32.61 3.91 13.62% 

Natural Gas  

Henry Hub ($/mm btu) 

NBP (p/therm) 

JKM ($/mm btu) 

PSV (€/MWh) 

De Gas Pool (€/MWh) 

 2.78 0.34 13.82% 

 42.95 4.35 11.27% 

 6.08 0.74 13.76% 

 15.27 0.73 5.06% 

 14.77 1.26 9.36% 

Currencies  

GBP ($/£) 

EUR (€/$) 

JPY (¥/$) 

NOK (N₭/$) 

RUB (₽/$) 

 1.294 0.001 0.05% 

 1.171 (0.000) (0.04%) 

 105.2 (0.130) (0.12%) 

 9.375 0.076 0.81% 

 78.21 (0.274) (0.35%) 

Source: FactSet & OGA data 

Figure 1 – Commodity Charts 
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Oil Market 

Commentary 
The last seven days have seen a lot of activity in the oil and gas 
markets, with Chinese economic outlook improving supporting 
the oil price.  

This is offset to some extent by the quicker than expected 
resumption of US production, Norway’s resolution of its labour 
issues, OPEC+’s deteriorating policing its production cuts and 
Libya announcement of its resumption of production and, more 
importantly, exports.  

Given the rise in the oil price week on week, the dominant 
factor in the near term at least has been the growth in Chinese 
demand. As we have seen midweek, as prices have declined, the 
transient nature of the positive effect of Chinese demand 
wanes, especially if you consider the longer-term outlook 
(Figure 2). 

Figure 2 – Variation in Forward Curve 
Current Forward % Change 
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Source: FactSet & OGA data  

To understand this, it is useful to know whether the rapid 
resumption of US production, the resolution of Norway’s 
labour issue, OPEC+’s production cut policing and Libya’s 
pending exports are near, medium or longer-term factors. This, 
of course, is in addition to the omnipresent shadow of Covid-
19.  

Hurricane Delta, although estimated to be “Catastrophic” 
before landfall, has had relatively little impact on US production, 
which is now returning quickly, which means that the transition 
back to “normal” production levels will be shorter, meaning 
that the issue is a near-term factor.  

Similarly, Norway was always expected to resolve its labour 
issues, which has put the ~300,000bpd that was expected to be 
lost in the near term, back into the market. OPEC+’s policing 
of its imposed production scale back has always been more by 
luck than judgement, so news that the policing of its production 
curbs are waning is no real surprise to the market, hence a near 
term effect. 

Arguably this has been offset by news of China’s economic 
growth and brightening outlook, hence the increase in near-
term prices. The question is whether Libya’s news and Covid-
19 can explain the strengthening at the near end of the curve 
and decline at the longer end, as seen in Figure 2.  

Libya has been in recovery mode for some time, and there has 
always been an expectation that once in a position to do so, the 
country would restart exports.  

Nevertheless, expectations were higher, and that they haven’t 
been, has been a relief to the market, hence largely neutral to 
the near-term strengthening of the price.  

At the longer end of the forward curve, however, unlike at the 
short end, the projections favour demand, hence weakening the 
price. 

Week on week, economic projections running Covid-19 
scenarios are becoming more divergent, some saying the 
further forward you look, the scale of the impact on economic 
growth will be deminished.  

This has been driven by the with an increasing focus now on the 
underlying data, rather than the presentation of massaged 
statistics and unrealistic projections.  

We put this down to the greater availability of raw data getting 
in the public domain, and an increasing body of people becoming 
confident in their interpretation.  

While there is growing disparity between economic projections 
quantitively (the numbers). However, qualitatively (the trend), 
there a pattern emerging, which says that economic activity will 
be lower, but not as low as first thought, and the recovery phase 
will be longer as people adjust and adapt. In effect, the recovery 
curve will be “flattened.” 

Last 7 Days 

Figure 3 – International Benchmark Prices – Last 7 Days 
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Forwards Pricing 

Figure 4 – Brent Forwards 
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Source: FactSet & OGA data  

 

Figure 5 – WTI Forwards 
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Source: FactSet & OGA data  

 

Historic Pricing 

Figure 6 – Brent 
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Source: FactSet & OGA data  

 

Figure 7 – WTI 
$/bbl 
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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 

Commentary 
All regional benchmark prices have responded to the onset of 
autumnal weather, and increased heating demand being 
reflected in higher prices.  

However, in the US, the picture has been more nuanced, as 
there have been other factors at play during the week. As with 
the US oil price, the US gas price has strengthened, despite the 
realisation that the damage inflicted by Hurricane Delta has 
been minimal compared with pre-landfall projections.  

This has been offset, however, by three factors buoying the 
demand outlook, namely: (i) the National Oceanic and 
Atmospheric Administration’s (“NOAA’s”) 3 Month Outlook; 
(ii) LNG’s rapid return to full capacity; and (iii) the continued 
shut-in of marginal production. 

The publication of NOAA’s 3-month outlook has highlighted 
the enduring impact of La Nina driving a higher probability of a 
colder and wetter winter for northern states, and increased 
likelihood of warmer and drier winter in the southern states 
(Figure 11). 

Figure 11 – NOAA 3-Month Outlook 
Probability of variance from Sesonal Average Temperature 

 

Source: FactSet & OGA data  

This will have an impact on the heating and cooling degree days, 
which is a measure of potential heating and cooling loads that 
might be placed on power networks; this is summarised in 
Figure 12.  

Figure 12 – Degree Day/Natural Gas Demand 
Impact of Change in Degree Days on Natural Gas Demand 

 

Source: FactSet & OGA data  

This data suggests that for each degree day (heating or cooling), 
1.7bcf of additional demand is required. Hence a warmer or 
cooler season will have an impact on demand. 

y = 1.7x + 1,495
R² = 0.7442

-

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

- 250 500 750 1,000 1,250

G
as

 D
em

an
d 

(B
C

F/
m

on
th

)

Degree Days (Heating + Cooling)



 

Commodity Weekly 16 October 2020 
 
 
 

 
Oil & Gas Advisors 5 
 

It is likely that of the two outcomes (cooler in the north and 
warmer in the south), that the cooler degree days will drive 
demand up, while the warmer degree days will undermine 
demand. Net, net, demand will increase.  

The rapid resumption of LNG export facilities is due in part to 
the minimal damage inflicted by Hurricane Delta, but also the 
fact that as a modern facility, it is designed to withstand 1 in a 
100-year Hurricanes; Hurricane Katrina was a 1 in a 100 year 
hurricane. Once achieved, LNG exports will impact the gas 
market earlier than expected, taking some of the existing 
volumes out of the domestic US market. 

Incidentally, this is one of the factors driving higher volatility, 
especially as capacity in the terminals allows for spot cargo 
nominations, which will create a local shortage, and hence a 
spike in the Henry Hub price that isn’t necessarily reflected in 
the broader supply/demand balance. 

Lastly, while the continued shut-in of marginal production is 
likely to only marginal, its impact is likely to magnified as the 
slow resumption of production (despite the relatively little 
damage) brings in to sharp focus the economic reality of the 
current relatively low price for Henry Hub gas.  

Last 7 Days 

Figure 13 – International Benchmark Prices – Last 7 Days 
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Source: FactSet & OGA data  

Forwards Pricing 

Figure 14 – Henry Hub Forward 
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Source: FactSet & OGA data  

 

Figure 15 – NBP Forward 
p/therm 
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Source: FactSet & OGA data  
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Figure 16 – JKM Forward 
$/mm btu 
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Source: FactSet & OGA data  

 

Figure 17 – PSV Forwards 
€/MWh 
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Source: FactSet & OGA data  

 

Figure 18 – German Gaspool Forward 
€/MWh 
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Source: FactSet & OGA data  

 

Historic Pricing 

Figure 19 – Henry Hub 
$/mm btu 
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Source: FactSet & OGA data  

 

Figure 20 – NBP 
p/therm 
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Source: FactSet & OGA data  
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Figure 21 – JKM 
$/mm btu 
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Source: FactSet & OGA data  

 

Figure 22 – PSV 
€/MWh 
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Source: FactSet & OGA data  

 

Figure 23 – 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 

Commentary 
The continuation of the trend observed last week in the US and 
Canada (Table 2), that the rig rates had seemed to have reached 
a bottom, seems to have been borne out by this week’s data, 
which has seen a uptick in utilisation.  

Table 2 – Rotary Rig Data 

Item Latest 
(δ %) 

-1 Week  
(δ %) 

-6 Months 
(δ%) 

USA 

 

Canada 

 

North America 

 

Rest of the World 

 

 269 268 565 

 0.4% (52.6%) - 

 80 78 33 

 2.6% 136.4% - 

 349 346 598 

 0.9% (42.1%) - 

 702 702 1,059 

 - (33.7%) - 

Total  1,051 1,048 1,657 
 0.3% (36.8%) - 

Source: FactSet & OGA data 

As with last week, it to too early to be able to tell whether this 
is a hiatus, before the rig rates decline further, or a genuine 
bottoming out in demand. 
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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.  

It 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. 

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 
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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 in gaining 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. 
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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. 

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 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.  
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