Weekly Energy Market Overview

Oil prices ended on a lower note last week as traders navigated a
complex landscape of global economic concerns and geopolitical
risks. The market's focus was divided between the economic
slowdown in China and the potential threat of an attack by Iran or its
proxies on Israel. Despite these concerns, disruption risks eased after
the completion of maintenance on the pipeline linking Libya's Waha
oilfield to the Es-Sider port, allowing oil production to return to
normal levels.

On the geopolitical front, while the risk premium tied to Middle East
tensions persists, the threat to crude supply remains largely
overstated. Analysts believe that only a significant escalation
involving Saudi Arabia, Iran, and the United States—such as a
blockade or closure of the Strait of Hormuz—would materially affect
global crude oil and natural gas supplies. Nonetheless, fears of a
broader conflict are likely to keep Brent crude prices from falling
below $70 per barrel.

Market Dynamics:

Oil prices faced additional pressure from a surprise build in U.S.
stockpiles, signaling a possible easing in the summer-travel-fueled
demand. Gasoline inventories fell by 2.9 million barrels, while
distillate inventories dropped by 1.7 million barrels, compared with
expectations for smaller declines. These figures, coupled with OPEC
and the IEA trimming their 2024 demand forecasts- citing weaker
expectations for China- added to the bearish sentiment.

Despite this, global economic indicators presented a mixed outlook.
Stronger-than-expected data from the U.S. and China contrasted
with weaker signals from Europe. In the U.S., resilient employment
data and a modest increase in the CPI fueled expectations that the
Federal Reserve might cut interest rates, potentially boosting
economic activity and energy demand. However, ongoing concerns
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over China's economic slowdown have kept a lid on oil price gains.
China's oil imports fell for the second consecutive month in July, and
economic readings indicated a loss of momentum. In response, China's
Premier Li Qiang emphasized the need for significant efforts to
stimulate consumption and boost the economy.

Forecast:
OPEC:

Demand Forecast: OPEC slightly downgraded its global oil demand
growth forecast for 2024, citing weaker-than-expected economic
performance in China, the world’s largest oil importer. The report
highlighted concerns over China's ongoing economic slowdown, which
has impacted industrial activity and oil consumption.

Supply Outlook: Despite the demand downgrade, OPEC+ maintained
its current production cuts to support prices. However, the report
noted increased production from some member countries, particularly
Irag, which produced 400,000 barrels per day (bpd) above its quota.
Overall, OPEC production increased by 130,000 bpd in July.

Market Balance: The report emphasized that while the market remains
balanced, there are potential risks from both the supply and demand
sides. The organization continues to monitor geopolitical developments
and their potential impact on global oil markets.

IEA (International Energy Agency):

Demand Forecast: The IEA maintained its global oil demand growth
forecast for 2024 but revised down its estimate for 2025. The revision
was primarily due to expectations of reduced oil consumption in China,
reflecting the country’s economic challenges and slower-than-
anticipated recovery.

Supply Dynamics: |EA report pointed to a stable global supply situation,
with OPEC+ production cuts helping to keep the market in balance.
However, the report highlighted concerns over rising output from non-
OPEC producers, particularly in U.S. and Brazil, which could lead to
potential oversupply.

Natural Gas Market Overview

Natural gas prices experienced high volatility last week, driven by
changing weather forecasts and shifts in market sentiment. Early in the
week, prices surged as updated forecasts predicted a prolonged
heatwave across key regions, likely increasing demand for cooling and,
consequently, natural gas consumption. However, as the week
progressed, the forecast shifted to milder temperatures towards the
weekend, leading to a rapid reversal in market sentiment. This left
traders balancing between bullish storage data and the potential for
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Inventory d\ata provided some support to prices, with a reported 6
Bcf withdrawal from Lower 48 storage. This was the first summer draw
since July 2016 and the first August decrease since 2006. Working
natural gas stocks totaled 3,264 Bcf, which is 375 Bcf (13%) more than
the five-year average and 209 Bcf (7%) more than at this time last year.

Total U.S. consumption of natural gas fell by 8.1% (6.4 Bcf/d)
compared with the previous report week. Natural gas consumption for
power generation declined by 11.8% (5.8 Bcf/d) WoW, driven by
below-average temperatures in most of the northern United States.
Industrial sector consumption saw a slight increase of 0.1% (less than
0.1 Bcf/d), while residential and commercial sector consumption
declined by 7.1% (0.6 Bcf/d).

Outlook:

Oil prices are expected to remain positive as Middle East tensions
continue to support prices. This week, the spotlight will be on inflation
readings from major economies, particularly the U.S. CPI, which is
anticipated to show signs of cooling inflation for July, reinforcing the
possibility of interest rate cuts in September.

Technical Levels:

Crude oil:

In the previous week, Crude Oil witnessed a sharp upside but failed to
sustain the momentum after recording the high of Rs. 6602. On daily
chart, prices have breached below the 20-days moving average which
is observed at Rs. 6370 level. The 14-period RSl on daily chart has fallen
below 45 mark which signals that the counter has lost momentum on
the upside. Key resistance is placed at Rs. 6650 level. However, key
support is observed at Rs. 6070 level. Sell on rise is suggested in the
counter for medium term. If prices close above Rs. 6650, our view will
be invalidated.

Natural gas:

During the recent week, natural gas witnessed a decline of more than
1 rupee, reflecting a 0.72% decrease. Natural Gas prices are trading in
a broader range since last few trading sessions. The 14-period RSI on
daily chart has fallen near 14 mark which signals consolidation on the
lower side. Prices are likely to test the lower bound of the
consolidation range which is observed near Rs. 160 level. Key
resistance is observed at Rs. 190 level on closing basis. Sell on rise is
suggested in the counter for medium term.
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