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Crude Movements
 

There have been a hat-trick of energy price supportive headlines over the past 12hrs or so, 

which have given the black stuff a much-needed bid.

I don't need to tell you that the increasing supply and the decreasing demand outlook had its 

boot clamped down on the throat of the crude complex. 

 

Although the volume of disproval of these prices from producers was increasing, it gave very 

little reassurances to the market that things were about to change.
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Well, that appears to be changing, for now at least.

 

Firstly we have the announcement in the WSJ that Trump is to meet with Oil CEOs about 

helping the industry

 

WSJ note – 

 

President Trump is set to meet Friday with the heads of some of the largest U.S. oil 

companies to discuss measures to help the industry weather an unprecedented oil crash, 

people familiar with the matter said.

The meeting is to take place at the White House and will include Exxon Mobil Corp. Chief 

Executive Darren Woods, Chevron Corp. Chief Executive Mike Wirth, Harold Hamm, executive 

chairman of Continental Resources Inc., and other top executives, the people said.

But the options are limited for Washington to help beleaguered U.S. oil-and- gas producers, 

and there are strong differences between major oil companies and some independent shale 

drillers about whether aggressive government actions are even necessary, making the 

prospect of any agreement challenging, some of the people said.

Mr. Trump is unlikely to endorse direct federal aid or market interventions during Friday's 

meeting, according to a senior U.S. official, but may consider smaller actions including a 

waiver of a law that requires American vessels be used to transport goods, including oil, 

between U.S. ports. The president wants to show support, even if policy opinions are limited 

for now, the official said.

 

Then a few hours ago we had news out of RTRS that Saudi wants cooperation to bolster oil 

and blamed Russia – 

Saudi Arabia supports cooperation between oil producers to stabilize the oil market but 

Russia's opposition to a proposal last month to deepen oil supply cuts has caused market 

turmoil, a senior Gulf source familiar with Saudi thinking told Reuters.

"Saudi Arabia has always welcomed and supported cooperation among oil producers in their 

efforts to stabilize the oil market during the current crisis based on the principles of fairness 

and equity," the Gulf source said on Thursday.

Given the comments from Putin yesterday indicating that Russia was feeling the pinch of 

lower oil prices, this door opening slightly to a reversal of production increases will look very 

appealing.

And finally, we have news from moments ago, that China are buying oil at these ultra-low 

levels to fill the state's strategic reserves.

BBG reports – 

China is moving forward with plans to buy up oil for its emergency reserves after an epic price 

crash, according to people with knowledge of the matter.

The world's biggest importer is taking advantage of a 60% plunge this year to snatch up 

cheaper barrels for its stockpiles, a source of considerable speculation in the oil market 

because of the government's reluctance to release information about their formation, size or 

use.

 

Beijing has asked government agencies to quickly coordinate filling tanks and using financial 

tools like options to lock in current low prices, the people said, asking not to be identified 

because the matter is confidential.



 

n addition to state-owned reserves, Beijing may use commercial space for storage as well, 

while also encouraging companies to fill their own tanks, the people said. The initial target is 

to hold government stockpiles equivalent to 90 days of net imports, which could eventually 

be expanded to as much as 180 days when including commercial reserves.

China is also planning to announce the fourth batch of strategic reserve sites, the people said. 

The expansion project has the dual advantage of creating larger emergency reserves and as 

an economic stimulus project to spur construction opportunities as the country recovers from 

the coronavirus.

So a trifecta of reasons to lift offers in crude! 

Obviously, with oil producers, nothing is guaranteed, and agreements fall apart for the 

slightest reasons all the time. Still, given the fact we know, producers are really hurting at 

these levels, I believe that some form of reduction in supply is a certainty over the next 5 to 10 

days.

I just wish there was positive news on the demand front, but that will have to wait.

 

 

More Claims, More Problems
 

All eyes are on the Thursday staple, the Initial Jobless Claims, and there's little question as to 

why given last weeks bonkers 3.28 MILLION print.

 

In short, expect the data to get worse.

 

Last week's data only covered the very beginning of the lay-off woes in the New York and the 

rest of the nation, and as things have continued to get worse so will the numbers.

 

We were given a guide to how out of date the previous release was as soon as it landed 

when the Governor of California indicated that although ~100k had been recorded as the 

official number the state had seen nearer to 1 million claimant applications by Thursday!

 

As you can see below, there's a helluva spread on the range of guesses, but they all have 

something in standard.. big numbers!.



The actual range of estimates (as per RTRS) is 1.5m to 5.25m, these numbers are INSANE, and 

the scary part is that we could easily see the same next week I'd be more surprised if we 

didn't.

 

"We could see the original eye-popping number become even more so," Martha Gimbel, an 

economist at Schmidt Futures, told Business Insider.

 

"The incoming initial jobless claims data suggest we could see unprecedented job loss in the 

April jobs report in the tens of millions with the unemployment rate reaching double digits," 

wrote Joseph Song, an economist at Bank of America, in a Wednesday note. 

 

As an economist at Morgan Stanley wrote in a research note yesterday..

 

"Indeed, the darkest days for the labour market still lie ahead," 

  

 

CIRCUIT BREAKERS (Apr 02)
 

Hard upside or downside limit of 5% during non-US hours in Futures, 7%, 13% and 20% circuit 

breakers in US Futures during US hours

*E-MINI S&P:

During non-US trading hours

Jun'20 (M0 Futures) – Hard upside or downside limit of 5% from 1800EDT/2200GMT      

to 0930EDT/1330GMT (2335.00 downside/2582.00 upside)

During US trading hours (Futures)

Futures have no limit up

Limit Down (M0 Futures)

https://newsquawk.com/headlines/circuit-breakers-2-apr-hard-upside-or-downside-limit-of-5-during-non-us-hours-in-futures-7-13-and-20-circuit-breakers-in-us-futures-during-us-hours-02-04-2020


Level 1: 7% fall to 2286.00

Level 2: 13% drop to 2137.50

Level 3: 20% decline to 1964.50

-------------------------------------------------------------------------------------------------------------------------------------

*NASDAQ

During non-US trading hours

Jun'20 (M0 Futures) – Hard upside or downside limit of 5% from 1800EDT/2200GMT      

to 0930EDT/1330GMT (7099.00 downside/7847.50 upside)

During US trading hours (Futures)

Futures have no limit up

Limit Down (M0 Futures)

Level 1: 7% fall to 6949.25

Level 2: 13% drop to 6500.25

Level 3: 20% decline to 5976.00

-------------------------------------------------------------------------------------------------------------------------------------

*DOW JONES:

During non-US trading hours

Jun'20 (M0 Futures) – Hard upside or downside limit of 5% from 1800EDT/2200GMT to 

0930EDT/1330GMT (19765 downside/21859 upside)

During US trading hours (Futures)

Futures have no limit up

Limit Down (M0 Futures)

Level 1: 7% fall to 19346

Level 2: 13% drop to 18090

Level 3: 20% decline to 16624

 

 

 Chart Of The Day – Bending the Curve



Another day, another COVID chart.

 

Firstly, ignore China, I refuse to acknowledge their bullshit data.

 

What is pleasing to see is the beginnings of a plateau beginning to develop in the Italian and 

Spanish daily death toll data.

 

Now, as I keep stating, do not read too much into the day by day data, but the signs are there.

 

We now wait to see if other European countries follow a similar trajectory.

 

I have a terrible feeling that the US data may find it very difficult to emulate its European 

counterparts.

 

WuFlu Update

DEATHS, INFECTIONS

* More than 935,000 people have been infected across the world and over 46,900 have died, 

according to a Reuters tally. 

 

EUROPE

* Confirmed cases in Germany have risen to 73,522, while 872 people have died of the 

disease. Cases rose by 6,156, compared with the previous day and the death toll climbed by 

140. 

 

* Italy will extend lockdown restrictions to April 13, as data from this week suggests a 

slowdown of growth in total cases, though its national health institute says official death toll 

could be underestimated. 

 

* Cases in Spain topped 100,000 on Wednesday, and two planes with protective equipment 

arrived to restock an overloaded public health system. 

 

* France became the fourth country to pass the 4,000 coronavirus deaths threshold

 

* Britain said it would ramp up the number of tests amid widespread criticism that it was doing 

far too few

 



* Switzerland no longer faces shortages in coronavirus testing, its top health official dealing 

with the pandemic said on Wednesday. 

 

* Measures to limit the outbreak in the Netherlands appear to have halved the rate of infection 

but need to be continued to be really effective, a top health official said

 

* Russian President Vladimir Putin is taking precautions to protect himself, as Moscow 

launched a smartphone app designed to track people who have been ordered to stay home. 

 

* Russia sent the United States medical equipment on Wednesday to help fight the 

coronavirus pandemic, a public relations coup for Putin. 

 

* Turkey will step up measures to contain the coronavirus outbreak if it keeps spreading and 

people ignore "voluntary" quarantine rules, President Tayyip Erdogan said. 

 

* European scientists and engineers will launch an initiative to support the use of digital 

contact tracing applications. 

AMERICAS

* U.S. President Donald Trump said he was considering a plan to halt domestic flights to 

coronavirus hot spots inside the United States. 

* The Pentagon is looking to provide up to 100,000 body bags for use by civilian authorities. 

 

* U.S. House Speaker Nancy Pelosi said she wants to virus-proof the November election by 

including funding to boost voting by mail in the next pandemic response plan, as confirmed 

cases in the country climbed to 186,101 and while deaths rose to 3,603. 

* The governor of New York cracked down even harder on public gatherings, calling residents 

who disregarded stay-at-home rules "selfish" as California's governor warned his state will run 

out of hospital beds by next month

* Canada's death toll jumped by 35% in less than a day and Quebec said it was running low on 

key medical equipment

* An indigenous woman in a village deep in the Amazon rainforest has contracted the 

coronavirus

* Mexico said on Wednesday it had registered 37 deaths, up from 29 a day earlier. It also said 

the total tally of cases rose to 1,378 from 1,215 the previous day. 

* Panama on Wednesday reported 1,317 coronavirus cases, an increase of 136 cases, and 32 

deaths. 

* Cuba suspended arriving international flights and asked all foreign boats to withdraw from its 

waters. 

* Nearly 30 medical workers at a hospital in northern Mexico have been infected

ASIA AND THE PACIFIC

* Singapore suffered its fourth coronavirus-related death on Thursday, a day after the city-

state reported a record number of new cases that took its total infections to 1,000. 

* Australia's most populous state said police enforcement of restrictions on personal 

movement would last three months, as the number of new cases continued to slow

 



* Israel's health minister and his wife were diagnosed with the coronavirus and are in isolation 

following guidelines

 

* Mainland China reported dwindling new infections on Wednesday and for the first time 

disclosed the number of asymptomatic cases, which could complicate how trends in the 

outbreak are read. 

 

* Japan will ban entry to foreigners from 73 countries and ask everyone arriving from abroad 

to begin quarantine. 

 

* India scoured mosques to trace people who attended a Muslim gathering in New Delhi that 

later emerged as a hotspot. 

 

* The rate of new infections in Malaysia appears to be slowing amid month-long curbs on 

movement, a senior health official said.

 

* A team of Chinese scientists has isolated several antibodies that it says are "extremely 

effective" at blocking the ability of the virus to enter cells. 

MIDDLE EAST AND AFRICA

* Iran's president said the U.S. had missed an opportunity to lift sanctions on his country, 

though he said the penalties had not hampered Tehran's fight against the virus, which has 

killed more than 3,000 people and infected close to 48,000. 

 

* Ugandan doctors accused the government of endangering the lives of those in medical 

emergencies by requiring that all seek permission to secure transportation to hospitals

 

* Egypt has ramped up efforts to fight the coronavirus, ordering manufacturers to channel 

medical protective equipment to public hospitals. 

ECONOMIC FALLOUT

* Asian shares were pinned down, haunted by the rising U.S. coronavirus death toll, and with 

investors braced for more signs of economic pain in the world's largest economy ahead of 

another likely record week of jobless claims

* Light vehicle sales in the United States fell nearly 27% in March, compared with a month 

earlier, data released by an automotive research group showed on Wednesday. 

* Ratings agency Moody's downgraded its outlook for Australia's banking system to 'negative' 

from 'stable' as the coronavirus is expected to hit profitability. 

 

* Mexico's economy is forecast to contract by as much as 3.9% in 2020, the finance ministry 

said on Wednesday, in an annual economic report used to guide the budget, adding that the 

numbers incorporated a "drastic" impact from coronavirus. 

* India's manufacturing activity expanded at its slowest pace in four months in March and is 

likely to get worse as demand and output take a hit from the coronavirus outbreak, a private 

survey found. 

 

* Factories fell quiet across much of the world in March as the coronavirus pandemic 

paralysed economic activity, with evidence mounting that the world is sliding into deep 

recession. 

 

* China's ports and shipping firms are bracing for a second wave of supply chain disruptions 

that may be deeper and more prolonged than during the country's lockdown. 



* The European Commision proposed a short-time work scheme modelled on Germany's 

Kurzarbeit programme to help people keep their jobs. 

* Italy plans to spend another $11 billion to guarantee debt and liquidity for professionals and 

companies hit by the crisis. 

* Switzerland is preparing to expand an emergency liquidity programme for businesses, as 

banks have already lent out more than half of the $20.70 billion set aside for state-backed 

loans. 

* U.S. restaurants asked the White House and congressional leaders for at least $325 billion in 

aid. 

 

Headline Roundup

Stocks Close 4% Lower in Bleak Start to Second Quarter

Stocks opened the second quarter with a bruising selloff on Wednesday after President 

Trump issued a stark warning on the coronavirus pandemic, raising fears about its impact on 

the U.S. economy.

The Dow Jones Industrial Average dropped 973.65 points, or 4.4%, to 20943.51, marking its 

worst-ever first day of a quarter.

The S&P 500 fell 114.09, or 4.4%, to close at 2470.50. The Nasdaq Composite slid 339.52, or 

4.4%, to close at 7360.58. All three indexes have lost at least one-quarter of their value since 

closing at record highs in February.

The White House warned on Tuesday that the U.S. could face as many as 240,000 deaths, 

with Mr. Trump asking Americans to brace for an unprecedented crisis in the days ahead. The 

U.S. now has more confirmed cases than any other country, with more than 203,000 

infections, according to data from Johns Hopkins University. On Wednesday, Florida and 

Pennsylvania joined the list of states that have issued statewide stay-at-home orders.

"We’re slowly peering through the fog and trying to see how bad things will become, but 

essentially we are flying blind,” said Peter Dixon, a senior economist at Commerzbank. “It’s 

very clear this is going to be the biggest sudden stop in measured history: The economy is 

just going to hit the buffers.”

Overseas markets also fell. The pan-continental Stoxx Europe 600 index retreated 2.9%. In 

Asia, Japan’s Nikkei 225 lost 4.5% and Hong Kong’s Hang Seng dropped 2.2%.

As investors turned to assets that are perceived to be the safest, the yield on the 10-year U.S. 

Treasury note fell to 0.630%, from 0.691% Tuesday. Yields drop as bond prices climb.

All 11 sectors of the S&P 500 were down on Wednesday, with real-estate companies, utilities 

and financials among the worst decliners. JPMorgan Chase fell $5.67 a share, or 6.3%, to 

$84.36. Banks have been squeezed by both the decline in business activity and the Federal 

Reserve slashing interest rates to near zero.

 

France proposes EU coronavirus rescue fund 

  

 France is pushing for a common EU fund to help Europe through the coronavirus crisis, but is 

proposing that it be limited to five or 10 years and focused on economic recovery to head off 

German and Dutch objections to mutualising debt obligations.  



“We are thinking about a fund which would be limited in time with an indebtedness possibility 

for the long-term response to the crisis,” French finance minister Bruno Le Maire told the 

Financial Times. “It’s absolutely crucial to keep the door open for long-term, broad 

instruments that would allow us to face a ‘postwar’ economic situation.”  

 

Mr Le Maire said the idea of the fund, which would come on top of other multibillion-euro 

rescue packages offered or being negotiated by other EU and eurozone institutions, derived 

from President Emmanuel Macron’s proposal for common “coronabonds” or “eurobonds” that 

was supported by eight other euro area governments but rejected by others.  

 

He said there was room for compromise at forthcoming meetings of the 19 eurozone and 27 

EU members. “We should not be obsessed by the word ‘coronabonds’ or eurobonds. 

 

“We should be obsessed by the necessity of having a very strong instrument to provide us 

with economic recovery after the crisis. “Having a fund for, let’s say, five or 10 years — with a 

limited timeframe — and with the possibility of having common debt but only within that fund, 

which might be more acceptable for other countries, might be a solution.”  

 

According to a position paper from the French government seen by the FT, Paris wants a 

dedicated Covid fund to “issue bonds with the joint and several guarantee of EU member 

states". 

 

The paper does not state any size for the fund but says says the money could be used to fight 

the pandemic and “finance health expenditures so long as they increase the capacity of our 

healthcare systems to face exogenous shocks such as Covid-19”.  

 

To pay for the bonds, Paris also proposes a “solidarity tax” or using other forms of EU-wide 

tax revenue that currently goes straight into the bloc's budget. France also wants EU countries 

to raise their capital stake in the European Investment Bank to allow the multilateral lender to 

raise loan guarantees for small businesses. 

Treasury Department Selects Wall Street Banks to Advise on Airline Aid

The Treasury Department plans to hire three Wall Street banks for advice on doling out tens 

of billions of dollars in aid to the airline industry, which is hemorrhaging cash as a result of the 

coronavirus pandemic.

 

The department is expected to tap PJT Partners Inc., Moelis & Co. and Perella Weinberg 

Partners for help with the airline portion of the $2 trillion stimulus bill, according to people 

familiar with the matter. Each bank is likely to advise on aid to one of three subsectors: 

commercial airlines, cargo carriers and firms critical to national security, such as Boeing Co., 

the people said.

 

The assignments could be disclosed this week, though the plans could change or be delayed 

as they are still being finalized.

The stimulus bill, signed into law last week to ease the economic fallout from the pandemic, 

includes $50 billion for passenger airlines, half of it in outright grants to be used to cover 

payroll for six months and the rest in loans and guarantees. Lawmakers allocated another $8 

billion to air-cargo carriers, $3 billion to airline contractors such as catering companies and 

$17 billion to companies deemed essential to national security.

 

The law also authorized the Treasury Department to take a stake in airlines—though the chief 

executive of at least one company likely to receive aid, Boeing, said if the government’s help 

came with an equity stake, he didn’t want it. 



The airline sector is facing an existential crisis as widespread social-distancing requirements 

prevent regular business and leisure travel. Passenger airlines have lost billions of dollars 

worth of market value in recent weeks as they cancel flights and bleed cash. United Airlines 

Holdings Inc.’s market value, for example, has shrunk from more than $15 billion at the 

beginning of March to less than $7 billion today.

 

The Treasury Department has urged passenger and cargo airlines to submit their requests to 

cover payroll grants by the end of this week. In exchange for the payroll grants, carriers must 

agree not to furlough, lay off or cut pay for employees until Sept. 30. Assistance also hinges 

on companies agreeing not to buy back shares or pay dividends, and to limits on executive 

compensation.

 

European Fund’s Investors Face Redemption Penalty Amid Losses

A roughly €458 million ($505 million) European mutual fund with investments managed by 

London-based Selwood Asset Management LLP has imposed a levy on shareholders trying to 

exit from the fund, showing how reduced liquidity in credit markets continues to hurt 

investors.

The credit-focused fund instituted the penalty on redemptions in order to protect 

shareholders who opt to stay invested, according to a notice sent to investors Wednesday. 

The unusual move comes despite efforts by the U.S. Federal Reserve to ease strains in debt 

markets by pumping cash into the financial system.

 

Economic fallout from the new coronavirus pandemic has caused sharp drops in prices of the 

credit-default-swap indexes that the fund invests in, dragging down the value of assets it 

would sell to pay out redemptions. The so-called dilution levy of up to 5% would offset those 

trading costs for shareholders who remain in the fund, called Alma Platinum IV Selwood 

Market Neutral Credit, the notice said.

The imposition of the levy comes as some other asset managers with exposure to complex 

derivatives are also taking measures to address redemptions. French money manager Exane 

Asset Management last week suspended redemptions from one of its stock funds, citing a 

significant shift in the value of derivatives held by the fund.

Vale warns steel production cuts will hit iron ore prices

world’s biggest iron ore producer said prices for the steel ingredient will be hit as the 

coronavirus pandemic tips the global economy into recession. 

 

In a briefing with analysts late on Tuesday, Luciano Siani Pires, Vale chief financial officer, said 

weak demand from steel mills outside China would offset supply disruptions in the rest of the 

world, potentially denting prices, which have been remarkably resilient this year. 

 

Iron ore has averaged almost $90 a tonne recently, according to S&P Global Platts, helping 

some of the world’s biggest natural resources companies to emerge relatively unscathed from 

the economic chaos unleashed by the spread of the virus.  

 

However, analysts are growing increasingly concerned about slowing demand in Europe and 

also China. Over the past week iron ore has fallen 6 per cent to a six-month low of $82 a 

tonne. Analysts at Citigroup project that prices will fall a further 17 per cent to $70 in the 

coming weeks.

 

 Mr Siani told analysts that iron ore prices had held up in the first quarter of the year because 

of a combination of lower production from Australia and Brazil and falling supply from 

domestic mines in China, which is starting to normalise. 

 



Price-supportive supply problems persist, because of lockdowns to prevent the spread of the 

virus in mining locations. But this is now being offset by lower demand in Europe, South 

Korea, Japan and the US. 

  

Model Portfolio

A new ATH for the Model Portfolio!

 

Unfortunately, I didn’t lift any Brent yesterday as discussed, those ducks just didn’t seem lined 

up enough. Not to worry though, we may get another chance, and if we don’t, I’m long a clip 

of WTI regardless.

 

There’s not much else really standing out for me, not at these levels at least.

 

If that changes, alerts will be sent out on the @PiQViP Twitter account 

Looking Ahead

Well data-wise, the star of the show is obviously the IJC (13:30BST).

 

There is also US Factory Orders out at 15:00BST, however, this is February data and as such 

COMPLETELY OUT OF DATE.

 



This would be a great time to remind folks in times like these where the economic landscape 

changes by the hour let alone the week, it’s vital to know what period the economic data is 

reporting on and have the presence of mind to question the relevancy to current market 

conditions.

 

Also, be mindful of the developing stories in oil space, and of course WuFlu related 

developments. 

 

Have a great day and keep it tight.
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