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Highlights:

Last week both global and domestic oil are in corrective trend and pared gains. EIA, IEA and OPEC have
released monthly report and lowered down expectation towards crude oil’s demand increase, estimating the
drop to be 5.2m bpd, 6.91m bpd and 9.3m bpd respectively (5%-10% of total demand). Besides, they estimated
that Q2’s demand drops to be the sharpest, and IEA over 20%. Meanwhile the three institutions lowered US
output. Following Saudi Aramco's price cut to Asia, Iraq, Kuwait and the UAE followed; while Saudi Arabia
raised prices to the United States and lowered to Europe. Clearly, Saudi Arabia's strategy is still to retain the
Asian market share while expanding on Europe. In addition, this week INE announced that from June 15, 2020,
the futures crude oil storage fee standard will be temporarily adjusted to 0.4yuan bpd (previously 0.2 yuan bpd);
and one-month storage cost from 6 yuan/barrel to 12 yuan/barrel. SC crude oil basis will be widened, plus the
warehouse expansion, decreased oil tanker fee, will further suppress the high premium of SC crude oil. Overall,
although oil-producing countries’ cut production formed a bottom in the market, the sharp drop in demand and
difficulty of turnback will continue to weigh on oil prices. In the short term, the production cut news has already

priced in and no more bullish news remains. A second plunge in INE crude oil is not impossible.
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Chart: Crude oil futures price and forecast

Source: Wind, Research Institute of Founder CIFCO Futures

I1. Fundamentals of Crude Oil Market

Last week both global and domestic oil are in corrective trend and pared gains. EIA, IEA and OPEC have
released monthly report and lowered down expectation towards crude oil’s demand increase, estimating the
drop to be 5.2m bpd, 6.91m bpd and 9.3m bpd respectively (5%-10% of total demand). Besides, they estimated
that Q2’s demand drops to be the sharpest, and IEA over 20%. Meanwhile the three institutions lowered US
output. Following Saudi Aramco's price cut to Asia, Iraq, Kuwait and the UAE followed; while Saudi Arabia
raised prices to the United States and lowered to Europe. Clearly, Saudi Arabia's strategy is still to retain the
Asian market share while expanding on Europe. In addition, this week INE announced that from June 15, 2020,
the futures crude oil storage fee standard will be temporarily adjusted to 0.4yuan bpd (previously 0.2 yuan bpd);
and one-month storage cost from 6 yuan/barrel to 12 yuan/barrel. SC crude oil basis will be widened, plus the
warehouse expansion, decreased oil tanker fee, will further suppress the high premium of SC crude oil. Overall,
although oil-producing countries’ cut production formed a bottom in the market, the sharp drop in demand and
difficulty of turnback will continue to weigh on oil prices. In the short term, the production cut news has already

priced in and no more bullish news remains. A second plunge in INE crude oil is not impossible.

In terms of inventory, EIA inventory report showed that the U.S. crude oil inventory was 503,618k barrels by
March 27", up 19248k barrels compared with last week. U.S. petroleum inventory was 262,217k barrels, down
4914k barrels. U.S. distillate inventory was 129,004k barrels, down 6280k barrels.
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Calendar spread of Europe and America crude oil is still in super contango. Brent and WTI cl1-cl2 reached
above 10USD with the lowest reached -7USD. As of last Friday, WTI cl1-cl2 was 15 USD per barrel and Brent
spread cl1-cl2 was 11 USD per barrel.

U.S. and Europe gasoline price went high, and diesel crack spread steadied. As of last Friday, the U.S. gasoline
crack spread reduced to 7.08USD per barrel, diesel to 15.13USD per barrel. Europe diesel crack spread dropped

to 9.49USD per barrel.

I11. Market Data Chart

Chart 1. Price trend of three benchmark crude

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart Il. Price trend and spread of WTI crude and Brent crude

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart I11. Spread of Brent crude and SC crude

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart IV. Crack spread of WTI and Brent

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart V. Spread of WTI crude in different months

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart VII. U.S. crude oil inventory

Source: Wind, Research Institute of Founder CIFCO Futures

Chart V1. Spread of Brent crude in different months

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart VIII. U.S. petroleum inventory

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart IX. U.S. distillate inventory

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart XI. U.S. crude oil output

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart X. U.S. crude oil inventory in Cushing

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart XII. Operating rate of U.S. oil refineries

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart XIII. U.S. crude oil export volume

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart XV. Long-short ratio of WTI position holding

Source: Wind, Research Institute of Founder CIFCO Futures

Chart XIV. U.S. oil active rig count

Source: Wind, Research Institute of Founder CIFCO Futures
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Chart XVI. Long-short ratio of Brent position holding

Source: Wind, Research Institute of Founder CIFCO Future
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Disclaimer:

All information contained in the report are public materials and is for your reference only. Research Institute of
Founder CIFCO Futures strives to be accurate and reliable yet it doesn’t guarantee the correctness and
completeness of the information contained within the report. The report doesn’t constitute to be investment advice
on buy or sell of any products mentioned in the report under any circumstances and it doesn’t take account of
special investment purposes, financial status and requirements of certain investors. The report shall not be
disseminated to others without prior consent from the Research Institute of Founder CIFCO Futures. Any
quotation, repost or other dissemination to third-party may be subject to legal obligation. Founder CIFCO Futures
doesn’t bear any loss resulted from conducting the report and we kindly remind investors of the possible risks

during trade. Copyright reserved by Founder CIFCO Futures.

Contact information:
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Tel: +86 10 85881336
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