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US stock draws give crude some support

Share Information
MarketTopic Synopsis:

The oil price got a slight boost this week as US inventories saw stronger draws
than expected.

The Oil and Gas wrap provides the latest oil
prices from commodity exchanges in New
York and London, gives a summary of the
main corporate and macroeconomic news
impacting the price of oil, a barometer of
the strength of global economy.

But the strength in the dollar and an increase of oil supply from Iraq kept the
market somewhat subdued.
In early trading on Friday, Brent crude was holding just above US$46 with WTI
under US$45 a barrel.
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Inventories drop for ninth week
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The US Energy Information Administration reported crude oil inventory draws
for the ninth straight week, down 2.3mln last week.
This helped to ease concerns about a sustained glut on the American market.
The picture was not as encouraging for gasoline stocks as stockpiles increased
by 911,000 barrels despite a healthy driving season.
The president of Prestige Economics, Jason Schenker said he sees little
movement in the oil price in the short term.
He expects "near-term downside risks to crude prices, but medium-term upside
risks to crude oil prices. In the immediate-term, there are downside oil price
risks as the end of the summer driving season approaches."
Oil production in the US has been on the decline, yet inventories remain at record high levels of 519.5mln barrels.
Schenker says he sees a slight increase in the rig-count, but adds "the medium-term upside risks for crude oil prices
are significant, especially in the 18 to 24-month window, as underinvestment leads to higher prices."
The CEO of the oil services company Halliburton, David Lesar said he believes "the North America market has turned,"
and he expects a "modest uptick in the rig count during the second half of the year."
The company reported second quarter revenue down 35 percent to US$3.84 billion, but this beat analyst's expectation.
Activity in South America, specifically in Brazil, Mexico and Columbia was scaled back as well as in Venezuela where
the company decided to curtail activity this year.
The termination fee on the Baker Hughes agreement cost the company US$3.5bn.
The CEO of Schlumberger added his words of optimism as the company reported an unexpected second quarter loss
of US$2.16bn.
Analysts had expected the company to return to profit, but the CEO Paal Kibsgaard said that "market conditions
worsened further in most parts of our global operations."
He was more upbeat as he looked ahead to the second quarter where he added that "in spite of the continuing
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headwinds, we now appear to have reached the bottom of the cycle."
The company said it cut another 8,000 jobs during the first quarter.
Republicans steal headlines
The Republican convention stole the headlines this week with Donald Trump securing the American Presidential
nomination.
While Trump and his colleagues promised to give the US energy independence in coming years, the prospect of the
CEO of Continental Resources, Harold Hamm was being raised as a possible energy secretary contender.
Hamm criticized President Obama for not doing enough, yet failed to highlight that the US was pumping 5.1mln barrels
a day when President Obama took office and that has increased to 8.9mln barrels a day earlier this year.
Oil production increased 74% under president Obama's tenure to reach a 44 year high.
Oil production in Iraq has increased in recent months with 3.28mln barrels in July from the southern fields.
In 2015, Iraq managed to boost production by 500,000 barrels a day despite slow investment, political instability and
threats and violence from Islamic State militants.
Shipments from northern fields in the semi-autonomous Kurdistan region are also one the rise.
Signs that the oil industry may have reached the "bottom of the cycle" will be welcomed by the industry, but no-one is
talking confidently about any big investments in the near term.
The real danger now will be the sustained lack of investment over the past two years could lead to higher prices and
tightness in the market by the end of the year.
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No investment advice
Proactive Investors is a publisher and is not registered with or authorised by the Financial Conduct Authority (FCA). You understand and agree that no content
published constitutes a recommendation that any particular security, portfolio of securities, transaction, or investment strategy is suitable or advisable for any
specific person. You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential,
advisability, value or suitability of any particular security, portfolio of securities, transaction, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including company related products,
and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that contributors
may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases where the position
is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and agree that at the
time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price and other data is
supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such calculations are
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