QOil prices ended last week higher and are on track to close firmer

again this week, supported by renewed geopolitical tensions and
monetary easing by the Federal Reserve. Additional support
came from the prospect of new European Union sanctions against
Russia, though gains were capped by persistent concerns over
U.S. economic softness, weak fuel demand, and a stronger dollar
that weighed on dollar-denominated commodities. Robust global
production, ongoing refinery maintenance, and rising U.S.
distillate inventories also kept near-term upside in check, while
traders monitored U.S.-China-India relations that could shape
Russian crude flows.

Market concerns over U.S. sanctions eased after an amicable
exchange between Presidents Trump and Xi. Trump confirmed he
would meet Xi on the sidelines of the upcoming APEC summit,
offering no criticism of China’s continued Russian oil purchases.
This reassurance came just a week after Washington urged allies
to impose tariffs of up to 100% on China and India. Despite this,
Indian refiners have shown no inclination to scale back Russian
imports and buying activity is expected to remain firm in
November and Dec, in line with higher post-monsoon domestic
demand.

At the same time, attention has turned to escalating attacks on
Russian energy infrastructure. Several refineries were hit last
week as Ukraine intensified its strikes, raising concerns over
longer-term disruptions. For now, the impact on exports has been
limited, with seaborne shipments rising to a three-month high of
3.3 Mbpd. However, continued strikes could eventually tighten
balances. NATO tensions also flared, with Russian military jets
violating allied airspace in Estonia and near Poland, prompting
responses from NATO forces. In addition, Germany reported a
Russian military aircraft entering neutral Baltic airspace. Such
incidents have heightened fears that Russian oil flows could
become structurally vulnerable, a risk underscored by pipeline
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operator Transneft’s warning that production cuts may be required if
facilities remain compromised.

In the Middle East, recognition of a Palestinian state by four Western
nations provoked a furious reaction from Israel, adding to regional
uncertainty in a key oil-producing area. On the supply side, Irag has
steadily increased its exports following the gradual rollback of
voluntary OPEC+ cuts. August exports averaged 3.38 million barrels
per day, with September expected to climb slightly to 3.4-3.45 million
barrels per day. Rising global inventories over the past six months
confirm that supply has been running ahead of demand, with strategic
stockpiling by China and the U.S. soaking up some of the surplus but
still limiting near-term upside potential.

From a macroeconomic perspective, the Fed’s decision to cut rates by
25 basis points would normally be expected to support oil, yet the
effect has been muted. Weakness in the U.S. labor market and slowing
economic momentum weighed on sentiment, and much of the
anticipated policy easing had already been priced in by investors,
leaving limited room for a meaningful rally.

EIA data provided some short-term relief, showing the largest crude
draw in three months at 9.285 million barrels, compared with
expectations for a 1.5 million barrel decline. Cushing stocks slipped by
296,000 barrels, gasoline inventories fell by 2.347 Mbs, while
distillates rose by a larger-than-expected 4.06 Mbs.

Natural gas prices moved lower as a combination of mixed weather
forecasts and stronger-than-expected storage build pressured the
market. U.S. inventories rose by 90 billion cubic feet in the week to
September 15, compared with expectations for an 81 bcf increase, a
build of 56 bcf in the same week last year, and a five-year average of
74 bcf. Stocks now sit just 0.1 percent below year-ago levels but
remain 6.3 percent above the five-year average. Output in Lower 48
slipped slightly to 107.4 bcf per day from August’s record 108.3, while
LNG exports edged down to 15.7 Bcfpd.

In Europe, the EU has proposed a fresh round of sanctions on Russia
that would extend to firms, banks, and traders in China, India, and
other countries accused of facilitating sanction evasion. Approval by
all 27 member states is required. Russian oil imports to Europe have
already been cut from 29 percent in early 2021 to just 2% by mid-
2025. On the gas front, the EU is now seeking to accelerate its phase-
out of Russian LNG imports by one year, with the new target set for
January 2027.

Looking ahead, crude oil prices are expected to retain a mildly positive
bias this week, but demand concerns remain as the U.S. summer
driving season winds down with the Labor Day holiday, typically
signaling weaker consumption.
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