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1. Oil Prices 

Oil prices (WTI front month, price per barrel) fell to just over USD 37 on 2nd October on the 

back of news that US President Trump had tested positive for COVID-19. Until around the 

middle of the month, strikes at off-shore oil fields in Norway and a hurricane in the Gulf of 

Mexico led to worries about disruptions to oil supply, which in turn resulted in a rise in oil prices. 

Subsequently, oil prices hovered around the same mark due to trends in US oil stocks and 

agreed production cuts. Currently, there are concerns over the downside risks to demand 

brought about by a re-tightening of restrictions on movement in parts of Europe. This, along 

with oil production trends in Libya and the US stock market led to a fall in oil prices. Oil is now 

trading at around USD 35 (Chart 1 upper).    

2. Oil Supply and Demand  

According to the EIA’s Short-Term Energy Outlook published in October, global oil demand in 

September was 95.26 million barrels per day and supply was 91.7 million barrels per day 

resulting in excess demand for the fourth consecutive month. While demand continues to 

recover, it appears downward pressures on supply will remain. (Chart 1 lower). Major oil 

producing countries’ compliance with OPEC+ cooperative oil production cuts was high and the 

UAE, which had a compliance rate of 10% in August, increased this by a large margin to 102% 

in September (Table 1). The current target is a reduction in output of 7.7 million barrels per day 

which is scheduled to be lowered to 5.8 million barrels per day from January next year (in other 

words a rise in production); however, an assumption emerged around early October that this 

schedule would be postponed. In the end, contrary to assumptions, no decision was made to 

postpone the plan at the OPEC+ Meeting of the Joint Ministerial Monitoring Committee on 19th 

October (in other words, the lowering of the production cut target will go ahead as scheduled). 

However, taking into account the statement made by Russia’s President Putin on 22nd that 

they are not ruling out continuing to reduce oil production at 7.7 million barrels per day if it is 

necessary for market stability, as well as the forecast that Libya will increase its oil output, it is 

possible that the plan to reduce the scale of production cuts will be posted at the 180th Meeting 

of the OPEC Conference on 30th November and the OPEC and non-OPEC Ministerial Meeting 

on 1th December and that supply will continue to be squeezed. Nevertheless, COVID-19 
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infections are rising again in the US and Europe and as countries in Europe lock down again, it 

is important to keep an eye on the risk of a fall in oil prices due to a slump in crucial demand.  

           

         

Translation by Elizabeth Foster 
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Chart 1: Oil Prices (Front Month) and the 
Global Balance of Oil Supply and Demand

(USD/barrel)

(Million barrels per day)

Output in 

Oct 2018

Output target for 

Aug-Dec 2020

Output in 

Sep 2020

Rate of 

compliance (%)

Saudi 

Arabia
11.00 8.99 8.98 101

Iraq 4.65 3.80 3.65 118

UAE 3.17 2.59 2.58 102

Other 7.86 6.44 6.32 108

OPEC10 26.68 21.82 21.53 106

Russia 11.00 8.99 9.08 96

Kazakhstan 1.71 1.40 1.37 110

Other 2.71 2.21 2.20 102

Non-OPEC 15.42 12.60 12.65 99

Total 42.10 34.42 34.18 103

Source: IEA, MUFG Bank Economic Research Office

Table 1: Actual and Target Output of OPEC Members
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