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Oil majors feel pinch as crude supplies overflow
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MarketTopic Synopsis:

There's no way of hiding the over-supply of oil on the market.
While more positive economic indicators may have given the price and outlook
a temporary boost in recent months, the constant production of crude oil has
been building up and appears to be overflowing.
In early trading on Friday, Brent crude was trading above US$42 with WTI
slipping below US$41 a barrel.
The technical analysts have been fearful of the falling price and producers will
be concerned as the international oil companies look ahead to the third quarter.
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Many of the major companies posted disappointing second quarter results and
while the stock market is holding strong, the commodities market is suffering
this earnings season.
BP suffering
Profits at BP fell 44% to US$720mln on the back of sustained low oil prices in
the second quarter.
The company has cut 10% of its work force in the past year and efficiency
measures will continue as it is expecting an oil price of around US$50-55 a
barrel in the coming year.
The final debt of a US$5.2bn charge from the Deepwater Horizon in the Gulf of
Mexico was settled in the second quarter, a situation the CEO Bob Dudley
called "a huge relief."
Investment for the coming year will continue, though at a subdued rate of
US$17 billion, compared to a figure of US$27 billion three years ago.
But not as badly as Shell
The low oil price hit Shell hard and the company disappointed the market with a
72 percent decline in profits.
Ben van Beurden, chief executive, said it was proving to be a difficult
"transitional year," but that the company was on track to cuts costs by 20% this
year.
The French oil company Total saw net income down by 30% and
ConocoPhillips reported a loss of US$985mln.
Other American oil companies ExxonMobil and Chevron will report results on
Friday.
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Both companies are expected to record a drop in second quarter earnings, with
analysts looking at a possible 29% fall in sales from Chevron.
Oil services company Baker Hughes is also expected to release its rig count
figures having seen an increase in recent weeks.
No respite soon
The continued weakness in the oil price will continue to impact all oil producers.
Living in the new reality of "lower for longer" has become painful for many of
the key players.
There's been no let up in production in recent weeks and the refinery market is
also feeling the pressure of over-supply.
American gasoline stocks were up by 452,000 barrels to hit 241.5mln barrels
last week.
The market had expected a draw on inventory as is customary this time of
year.
Challenging months ahead
Analysts and investment banks are reviewing their forecasts on a monthly
basis as few signs of recovery are evident.
The president of Prestige Economics, Jason Schenker says he still expects "a
slowing of US growth in the second half of the year as lower oil prices affect oil
& gas credit and financial players."
The coming months will be a challenging time as producers tighten costs and
delay investment decisions for the foreseeable future.
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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
guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be selective, may
reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published information and
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