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Key Highlights - 

 Indian macroeconomic outlook majorly depends on how crude prices 
move. During 2018, sharp rally in crude prices internationally impacted 
Rupee and subsequently Indian equity market also fell. And once crude 
started falling, Indian equity market too gradually started inching up. 

 Crude oil prices started the year on healthy note with rising global 
growth fueled with stimulus from US and prices moving up from $60/bbl at 
the start of the year to almost $76.9/bbl on 3rd October 2018 however, in 
the second half of the year we saw prices slipping to $42/bbl on worries 
over slowdown in global growth creating a surplus scenario in oil. 

 Crude oil prices declined in the second half of 2018 as the global growth 
expectation remained fragile along with fiscal challenges having worrisome 
effects on the future demand for oil. The downgrade of global growth put 
the brake on rising crude oil prices on increasing trade tension, monetary 
tightening in US and geopolitical worries and after US planned to remove 
its sanctions on oil supply on some oil importing countries on temporary 
basis. 

 Looking at the global demand supply table of oil, the balance of demand 
supply is estimated to show a surplus of 0.1 mbpd in 2018 from the deficit 
of 0.8 mbpd in the previous year and as per our expectation.  

 US waivers granted to some oil importing countries will expire in the month 
of May. There are high changes of US President Trump would not consider 
extending waivers in May as oil prices have fallen drastically from 
November. Iran’s oil production declined from 3.8 mbpd in June 2018 
to below 3.0 mbpd in November 2018. If the US denies on extending 
waivers, we might see a huge fall in Iran’s oil production in 2019.  

 Brent crude first went up from $66/bbl to $86/bbl and subsequently 
fell to $53/bbl during 2018. Balance of demand supply moved from deficit 
of 0.8 mbpd in 2017 to 0.1 mbpd surplus in 2018. Going forward in 2019, 
balance of demand supply is expected to remain in surplus of 0.26 mbpd 
as growing oil production in US will keep the supplies sufficient in the 
market offsetting any reduction in oil output from OPEC.  Although, any 
unexpected large reduction in OPEC output will reverse the trend and put a 
floor on oil prices in 2019. Important here is to also see what happens in 
the month of May when US waivers to selected Oil importing countries from 
Iran sanction expires. 

 Global oil demand has increased from 97.25 mbpd in 2017 to 98.79 mbpd 
in 2018, and is set to increase by another 1.3% in 2019. Inventory though 
lower than at the end of 2017, remains higher than five year average. 
During the first half of 2019, Brent crude price is likely to move in the 
range of $ 48- $60/bbl. Some bounce back in January can come on 
account of expected lower supplies from Canada and OPEC planned 
production cut. 

 



Total Non-OPEC supply(b)

Balance(d-c) -0.83 0.1

Difference(a-b)c 33.45 32.42

OPEC crude oil production(d) 32.62 32.52
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Three Big Oil Movers - United States, Saudi Arabia and Russia 
Together all three nations closely produce around 40% of the global oil supply. With United 
States, one of the world’s largest producer, producing near record high due to shale 
revolution is expected to increase its oil output to 12.06 mbpd in 2019 while the other two 
nations - Saudi Arabia and Russia produces closely around 11 mbpd, work closely together 
and swing output one way or the other. United States also being one of the largest 
consumer of oil, lower oil prices always remains an advantage. 
US imports have drastically fallen from 11 mbpd in 2008 to almost 7.2 mbpd this year. This 
lower import has been due to higher domestic oil production. The oil production in the 
country has increased to such an extent that it became the net exporter of oil during the 
week for the first time since 1991 
 
Inventory Scenario 
The total OECD Commercial stocks stands at 2,880 million barrels in 2018, which are 41 
million barrels lower than the last year average however, higher by 4 million barrel than the 
five year average. US commercial crude oil inventory rose in November currently standing 
at 443.2 million barrels, which is 2% above the last year average and 5.5% above the five 
year average. The distillate stocks are standing at 125.6 million barrels, which are 10% 
below the five year average levels. On the contrary, gasoline inventory levels stands at 
226.3 million barrels which are close to the last year and five year average levels. 
 
Outlook 
To conclude, we believe that the current oil surplus scenario will take time to ease with no 
immediate demand to arrive in early 2019. The slowdown in the world-wide economic 
growth and tensions between US and China is also weighing on oil prices. During the first 
half of 2019, we expect WTI crude prices to move higher towards $52-$55/bbl on lower 
output from Canada and OPEC as it starts to reduce its oil supply from January 2019. We 
anticipate this reduction in oil output to reflect after few months and any breakthrough in the 
US-China trade war would bring a quick sentimental revival in oil prices. On the contrary, 
towards the end of the year, the growing US oil supply will keep the upside in crude oil 
prices limited.  
We expect global demand supply of oil to remain slightly in surplus during the year 2019 as 
growing oil production in US will keep the supplies sufficient in the market offsetting any 
reduction in oil output from OPEC.  Although, any unexpected reduction in OPEC output will 
reverse the trend and put a floor on oil prices in 2019 and may see the market approach 
balance by end 2019. 
 

OPEC Production 
OPEC members along with non-Opec countries like Russia, met in Vienna on Dec 6th 2018 
and agreed to reduce the oil output by 1.2 mbpd in total with Venezuela, Iran and Libya have 
been exempted from cutting its oil production. OPEC shared to cut the oil production by 0.8 
mbpd while the other non-Opec countries agreed to contribute to cut by 0.4 mbpd.  The cuts 
were in response to increasing facts that oil markets could become oversupplied in 
2019. Before this cut, OPEC members had agreed to raise its oil production by close to 1.0 
mbpd in June meeting on expectation of tightening in oil markets due to loss of Iranian 
production on upcoming US sanctions. 
At present, Opec oil production averaged near 32.96 mbpd in November 2018 slightly down 
from the last month on lower Iran oil output. And going into the next year, the OPEC oil put 
is set to reduce in 2018 ahead of planned output cuts. The reduction in output will be 
reflected slowly in the months to come and will be seen in the drawdown of global 
inventories, helping oil prices bounce back in the Q2 2019. 



Disclosures: Narnolia Financial Advisors Ltd.* (NFAL) (FormerlyMicrosec Capital Ltd.) is a SEBI Registered Research Analyst having registration no. INH300002407 valid till 01.12.2020. NFALis engaged in the business 
of providing Stock Broking, Depository Participant, Merchant Banking, Portfolio Management & distribution of various financial products. Details of associate entities of NFAL is available on the website at 
www.narnolia.com 
No penalties have been levied on NFAL by any Regulatory/Statutory authority. NFAL, it’s associates, Research Analyst or their relative may have financial interest in the subject company. NFAL and/or its associates 
and/or Research Analyst may have beneficial ownership of 1% or more securities in the subject company at the end of the month immediately preceding the date of publication of the Research Report. NFAL and its 
associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities or derivatives thereof of 
companies mentioned herein. (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) 
discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.; 
however the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the 
associates of NFAL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report. Research Analyst may have served as director/officer, etc. in the subject 
company in the last 12 month period. NFAL and/or its associates may have received compensation from the subject company in the past 12 months. In the last 12 months period ending on the last day of the month 
immediately preceding the date of publication of this research report, NFAL or any of its associates may have: a) managed or co-managed public offering of securities from subject company of this research report, b) 
received compensation for investment banking or merchant banking or brokerage services from subject company of this research report, c) received compensation for products or services other than investment 
banking or merchant banking or brokerage services from the subject company of this research report. d) Subject Company may have been a client of NFAL or its associates during 12 months preceding the date of 
distribution of the research report. NFAL and it’s associates have not received any compensation or other benefits from the Subject Company or third party in connection with the research report. NFAL and / or its 
affiliates may do and seek to do business including Investment Banking with companies covered in the research reports. As a result, the recipients of this report should be aware that NFAL may have a potential 
conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based on any specific Merchant Banking, Investment Banking or Brokerage service transactions. Research 
Analyst’s views on Subject Company may vary based on Fundamental research and Technical Research. Proprietary trading desk of NFAL or its associates maintains arm’s length distance with Research Team as all 
the activities are segregated from NFAL research activity and therefore it can have an independent view with regards to subject company for which Research Team have expressed their views.  
  
Terms & Conditions: This report has been prepared by NFAL and is meant for sole use by the recipient and not for public circulation. The report and information contained herein is strictly confidential and may not 
be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of NFAL. The report is based on the 
facts, figures and information that are considered true, correct, reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly available media or other 
sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All 
such information and opinions are subject to change without notice. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or sell or 
subscribe for securities or other financial instruments for the clients. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or 
appropriate to your specific circumstances.The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own 
investment objectives, financial positions and needs of specific recipient. Certain transactions -including those involving futures, options, another derivative products as well as non-investment grade securities - 
involve substantial risk and are not suitable for all investors.Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the 
securities of companies referred to in this document (including the merits and risks involved), and should consult his/her/its own advisors to determine the merits and risks of such an investment. Though 
disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NFAL will not treat recipients as customers by virtue of their receiving this report. Neither the Company, 
not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits or lost opportunities that 
may arise from or in connection with the use of the information/report. The person accessing this information specifically agrees to exempt NFAL or any of its affiliates or employees from, any and all 
responsibility/liability arising from such misuse and agrees not to hold NFAL or any of its affiliates or employees responsible for any such misuse and further agrees to hold NFAL or any of its affiliates or employees 
free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. 
This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to 
law, regulation or which would subject NFAL & its group companies to registration or licensing requirements within such jurisdictions.  
Analyst Certification The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research 
analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report.  
 
 Disclosure of Interest Statement- 
 
  
 
  
 
A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com.  
 
*The name of the Company has been changed from “Microsec Capital Limited” to “Narnolia Financial Advisors Limited” pursuant to change of control. The change in name has been duly effected in the records of 
the Registrar of Companies (ROC). The application for fresh registration in the new name of “Narnolia Financial Advisors Limited” pursuant to change of control is under process with SEBI. 
 
Correspondence Office Address: Arch Waterfront, 5th Floor, Block GP, Saltlake, Sector 5, Kolkata 700 091; Tel No.: 033-40541700; www.narnolia.com.  
Registered Office Address: Marble Arch, Office 201, 2nd Floor, 236B, AJC Bose Road, Kolkata 700 020; Tel No.: 033-4050 1500; www.narnolia.com 
 
Compliance Officer: Manish Kr Agarwal, Email Id: mkagarwal@narnolia.com, Contact No.:033-40541700.  
 
Registration details of Company: Narnolia Financial Advisors Ltd. (NFAL): SEBI Stock Broker Registration: INZ000166737 (NSE/BSE/MSEI); NSDL/CDSL: IN-DP-380-2018; Research Analyst: INH300002407, Merchant 
Banking: (Registration No.: INM000010791), PMS: (Registration No.: INP000002304), AMFIRegistered Mutual Fund distributor: ARN 3087 
 
Registration Details of Group entities: G. Raj & Company Consultants Ltd (G RAJ)-BSE Broker INZ260010731; NSDL DP: IN-DP-NSDL-371-2014 || Narnolia Commerze Limited-MCX/NCDEX Commodities Broker: 
INZ000051636 || Narnolia Velox Advisory Ltd.- SEBI Registered PMS: INP000005109 || Eastwind Capital Advisors Pvt Ltd. (EASTWIND)-SEBI Registered Investment Adviser: INA300005439 || Narnolia Insurance 
Brokers Limited-IRDA Licensed Direct Insurance Broker (Life & Non-Life) License No.134 || Narnolia Securities Ltd.  (NSL)-AMFI Registered Mutual Fund distributor: ARN 20558, PFRDA NPS POP: 27092018 || Narnolia 
Capital Advisors Pvt. Ltd. - RBI Registered NBFC:B.05.02568. 
 
 
Disclaimer:  
 
This report has been prepared by Narnolia Financial Advisors Ltd. (NFAL)and is meant for sole use by the recipient and not for public circulation. The report and information contained herein is strictly confidential 
and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of NFAL. The report is 
based on the facts, figures and information that are considered true, correct, reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly available 
media or other sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or 
correctness. All such information and opinions are subject to change without notice. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy 
or sell or subscribe for securities or other financial instruments for the clients. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is 
suitable or appropriate to your specific circumstances.The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on 
their own investment objectives, financial positions and needs of specific recipient. Certain transactions -including those involving futures, options, another derivative products as well as non-investment grade 
securities - involve substantial risk and are not suitable for all investors.Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an 
investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult his/her/its own advisors to determine the merits and risks of such an investment. 
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NFAL will not treat recipients as customers by virtue of their receiving this report. Neither the 
Company, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits or lost 
opportunities that may arise from or in connection with the use of the information/report. The person accessing this information specifically agrees to exempt NFAL or any of its affiliates or employees from, any and 
all responsibility/liability arising from such misuse and agrees not to hold NFAL or any of its affiliates or employees responsible for any such misuse and further agrees to hold NFAL or any of its affiliates or 
employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. 
 
This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to 
law, regulation or which would subject NFAL & its group companies to registration or licensing requirements within such jurisdictions.  
 

Analyst’s ownership of the stocks mentioned in the Report                                                 NIL 


