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OPEC+ holds off for another month

Market Economcis | 04 November 2024

OPEC+ has agreed to delay increasing output by an
additional month. Those countries that have been
providing additional voluntary cuts—including Saudi
Arabia, Russia, Iraq, the UAE, Kuwait and Kazakhstan
among a few others—had originally planned to increase
output in October but delayed it until December when
they met in September. The planned increase in output,
which will be phased in gradually over 2025, will now
begin in January.

Conditions in oil markets clearly are not favourable for a
substantial increase in production from OPEC+. Front
month Brent futures have dropped from more than USD
87/b in early July to less than USD 75/b by early
November and have traded as low as USD 69/b as
anxieties over demand come to the fore. There have been
brief pushes higher in prices in the intervening weeks as
markets respond to concerns that critical global energy
infrastructure could be caught up in regional geopolitics.
But as it has become clear that shipments and
production have been unaffected, the geopolitical
premium in oil prices has deflated quickly, leaving the
market to focus on fundamentals. Time spreads, which
remain in backwardation,
considerably as markets price in looser conditions.
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Prices don’t look like they need more oil
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Source: Bloomberg, Emirates NBD Research.
Our expectation for oil in 2025 is that prices will struggle
amid a negative macro backdrop. Moderate demand
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growth will be overwhelmed by production increases,
including modest levels from OPEC+ countries as well as
unrestricted output from producers outside of OPEC+.
Delaying the planned increase by an additional month
will do little to redress the pending surplus for 2025 as
even full compliance with target levels still implies a
build in inventories. Our price expectations for 2025—
Brent at an average of USD 73/b—are based on oil market
balances moving into surplus and we are keeping our
targets unchanged at this time.

The impact on GDP growth for the GCC economies that
are participating in OPEC+ may be more pronounced
although a single month of oil production should have a
relatively limited impact. As oil prices struggle to find a
positive signal OPEC+ countries will wane in their
enthusiasm for perpetual production restraint. Among
the OPEC participating in production
management, roughly 5.9m b/d of capacity are being
held off markets. Demand growth is unlikely to increase
quickly enough over the next several years to absorb all
of that excess capacity which will act as a top-side barrier
to prices.

Extra OPEC oil on the sidelines
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believed by Emirates NBD to be accurate and true but Emirates NBD expresses no representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage
caused by any act or omission taken as a result of the information contained in the publication. The publication is provided for informational uses only and is not intended for trading purposes.
Charts, graphs and related data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude
any transaction. In addition, the data/information contained in the publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes in any
other factors relevant to their determination. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates NBD does not
guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third parties. Moreover, the provision
of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.

None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD of investment
advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax, accounting advice. The
publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary to law or regulation. Accordingly, anything
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or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from the publication including, but not limited to, quotes and financial data; (b) loss
or damage arising from the use of the publication, including, but not limited to any investment decision occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO
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YOU FOR DIRECT, INDIRECT, INCIDENTAL, CONSEQUENTIAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY
OF SUCH DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR LOST BUSINESS. The
information contained in the publication does not purport to contain all matters relevant to any particular investment or financial instrument and all statements as to future matters are not
guaranteed to be accurate. Anyone proposing to rely on or use the information contained in the publication should independently verify and check the accuracy, completeness, reliability and
suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding information contained in the publication. Further, references to
any financial instrument or investment product is not intended to imply that an actual trading market exists for such instrument or product. In publishing this document Emirates NBD is not acting
in the capacity of a fiduciary or financial advisor.

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services
to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a conflict of interest that could affect
the objectivity of this report.

The securities covered by this report may not be suitable for all types of investors. The report does not take into account the investment objectives, financial situations and specific needs of
recipients.

Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates NBD may use
different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments and/or when valuing its own
inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment activities. Moreover, you acknowledge in
receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any investment activity described in the publication and to seek
separate, independent financial advice if required to assess whether a particular investment activity described herein is suitable, lies exclusively with you. You acknowledge and agree that past
investment performance is not indicative of the future performance results of any investment and that the information contained herein is not to be used as an indication for the future performance
of any investment activity. You acknowledge that the publication has been developed, compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other
information sources) through the application of methods and standards of judgment developed and applied through the expenditure of substantial time, effort, and money and constitutes valuable
intellectual property of Emirates NBD and such others. All present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights
of any type under the laws of any governmental authority, domestic or foreign, shall, as between you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD
and/or other lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof.
Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor to, the content
of the publication, or any variations or derivatives thereof, for any purpose.
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