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Did the OPEC+ Deal Deliver Clarity for the Markets?

Rounding the wagons is a good expression for the OPEC+ deal. It was not unexpected. Still, it’s interesting to
see it from OPEC’s perspective - very positive that they achieved a general realignment of the quota numbers
for major oil producers. It’s kind of comforting from a market perspective that this in many ways seems to
overshoot in the sense that some of them won’t be able to produce as much as indicated by the new baseline.
| think markets recovered last week because they saw that the additional 400,000 barrels per day had been
maintained even with markets becoming weaker. It was seen by the markets to be still a good number to
keep prices steady on a slight upward drift. | would assume that on the back of this, we’re heading into a year
2022 where prices will continue to tick upward and not collapse.

Demand Outlook?

The demand side depends on the global economy, and this is a very open question. | think to find an answer,
we have to do something which hasn’t really been done yet, which is to look at the experience of China’s
recovery from COVID, which is a bit of a mystery for what is the world’s biggest oil demand and import center.
It is the first country to come out of the pandemic. It had the same kind of flash in the pan growth which
we are now seeing in Europe and the US, with enormous growth rates that are actually quite meaningless
because it mostly mirrors the enormous decline that preceded it. It could teach us a lesson of how this evolves
into longer term growth and what the oil price does to inflation and to growth. At the same time, China is so
opaque that we don’t know very much.

Economic Recovery or Rebound?

| think the jury is still out on whether this rapid recovery translates into durable demand growth and economic
growth in the US and Europe. In China, the transition should have happened by now, but it seems to be at
a lower growth rate than before. So, what seems to be on the cards if others follow that same example, is
whether the US can recover to 2019 levels and then come back on a growth trajectory that is as high as
before at least. Or whether the growth trajectory, the growth path will be permanently a bit flatter because
of COVID? Now, that seems to be what has happened in China, and where Europe is heading. The US is the
place in between on which a lot depends now, and that will be the driver for oil demand. There is no decision
yet whether this is a flash in the pan economic recovery or whether this is sort of a durable, stable world, but
early indicators are that it will be a bit weaker despite the stimulus and all these other things. |
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