Crude oil rallied sharply last week, with WTI and MCX crude
gaining around 8%, driven by escalating Middle East supply risks

and tightening US inventories. Attacks on commercial vessels
near the Strait of Hormuz, including a reported mine-related
tanker incident, heightened shipping concerns, while Houthi
strikes on Saudi Arabia, including Riyadh airport and Aramco’s
headquarters, raised fears of further supply disruptions.

A Ukrainian drone strike on Russian energy infrastructure and
reports of a Houthi missile threat near Yanbu added to volatility
towards the end of the week. US inventory data provided further
support, with the EIA reporting an 8.6-million-barrel draw in
crude stocks, the largest since February, largely attributed to
hurricane-related production disruptions in the Gulf of Mexico.
Distillate inventories fell by another 2.5 million barrels, while the
IEA warned that diesel-market tightness could persist into 2027,
reinforcing concerns over refined-product availability.

However, the rally remained volatile as bearish developments
intermittently capped gains. Prices initially weakened on
expectations of additional Russian diesel supplies and a proposed
Russia—Ukraine energy ceasefire before recovering as Middle
East risks intensified. The IEA’s decision to proceed with its
remaining 100-million-barrel emergency stock release, including
more than 20 million barrels of diesel, and reports that
Washington was considering easing restrictions on shadow-fleet
tankers added to the bearish narrative. The US—Russia diesel
arrangement also raised expectations of additional supply,
although its actual impact remains uncertain. Overall, escalating
geopolitical risks and physical supply tightness overshadowed
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bearish supply-side developments, driving crude higher despite
efforts to ease market pressures.

Natural gas prices declined last week after an initial recovery, as
mild weather forecasts and expectations of comfortable supply
outweighed temporary support from storage data. Prices
rebounded on Tuesday amid strong LNG feedgas demand and
concerns over a possible slowdown in US production, but gains
faded as forecasts pointed to above-normal temperatures through
the second half of October.

Milder conditions are expected to reduce heating demand and
temper power-sector gas consumption, weakening the near-term
demand outlook. Although production has shown some marginal
pullback, the broader supply picture remains comfortable, with
output recovering towards record levels and limiting the scope for
a sustained price rebound.

The EIA’s storage report offered only brief support: inventories
rose by 67 Bcf in the week ending 9 October, below market
expectations of 76 Bcf and the five-year average build of 90 Bcf.
The smaller injection briefly lifted prices, but stocks of 3,567 Bcf
remained 1.3% above the five-year average, despite the surplus
narrowing.

Prices fell sharply towards the end of the week as mild weather
expectations outweighed the bullish storage surprise. High LNG
export utilization continued to support domestic demand but was
insufficient to offset comfortable supply and weaker weather-
driven consumption. Henry Hub remains largely disconnected from
elevated European and Asian gas prices, with US weather,
production and storage dictating near-term direction. Unless US
weather turns decisively colder, a sustained rally is likely to remain
difficult, although intermittent cold snaps could still provide
temporary price support.
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Technical Outlook

Crude Oil

MCX Crude Oil continued its positive move in the short-
term and marked a high of 9602 area. We may see some
profit booking initially but downside will be limited around
%9175 — 9050 levels. Major trend still looks positive and
initial dip towards supports will be a good buying
opportunity. Price sustained break above recent will lead
the rally towards 9870 and majorly 10230 mark. Our bias
will negate if price breaks and sustains below 8650 on a
sustainable basis

Natural Gas

MCX Natural gas traded higher in the initial couple of days
in the previous week marking a high of X318.80. However,
the counter failed to extend its strength and turned lower
signifying further weakness in prices. However, downside
too looks limited around X286 as it acts as immediate
support followed by X270. So, sideways-to-negative move
will be seen in the upcoming trading sessions and
downside will also be limited around the recommended
supports. Our bias will negate if price breaks and sustains
above recent highs.
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