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Slippery Slope For Oil 

 

With May finally shuffling off the screens, going out at $10.01, some believed that the fun and

games would be over. 

 

They are wrong.

 

The simple fact is that with inventories continuing to build, another 4.9mb added last week

according to last night’s API data, the front futures contract will be under significant pressure. 

 

To give you a guide as to how severe the situation is, below is a selection of physical grade

prices last night.  

 

US PHYSICAL OIL MARKET: 

 

West Texas Intermediate: $6.50 

Louisiana Light Sweet: $7.43 

Kansas Common: -$3.15 

North Dakota Light Sweet: $0.78 

Nebraska Intermediate: -$3.50 

Oklahoma Sour: -$5.75 

Wyoming Sweet: -$8.50 
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(Posted prices via refiners, traders and pipeline companies) 

 

What’s startling is that these aren’t futures, producers are currently paying traders to take

crude out their wells. 

 

Obviously, this can’t go on forever, and it won’t, the only real question is how long it will last? 

 

Quite honestly, I can’t tell you. 

 

It’s for this reason that I’ve completely turned my gaze from WTI to the Brent contract. 

 

For those that missed my tweet last night, I outlined two critical differences between two

grades. 

 

WTI is priced 500 miles from the ocean, and Brent is priced 50 meters above it. 

 

WTI is physically settled, Brent is cash-settled. 

 

Now, of course, there are more differences than this, sulphur content etc., but for the purpose

of trading right now, these two differences are all that is keeping Brent from suffering the

same negative fate of West Texas Intermediate. 

 

Being waterborne, storage and transportation is easy to come by (no need for a pipeline when

the supertanker can just moor directly up to the terminal. Turning the spigot off on a rig in the

North Sea is also far easier than shutting down the production of Shale oil. 

 

This doesn’t make Brent immune from being sucked down with WTI though obviously. As you

can see below, it’s been a painful couple days. 

(worth noting that June Brent (above) expires on the 30th of April (don’t ask!) so it’s wont be

long until folks should be looking at July) 

 

Trading wise, I’m really REALLY starting to like Brent at these levels, the question is how to

structure it, flat price or spreads, and the timing is everything (errrr duh!). 

 

I’m going to spend more time on it today, and there’s every chance that all the ducks line up

pretty rapidly, so make sure you have your alerts set up for the @PiQViP. 

 

I understand that the energy markets may be new to many of you, so please feel free to ping

my DMs if you are unsure about something or just want to chat. 



EU Showdown 

 

A quick note on the goings-on in Brussels, things are getting very tense as member States

attempt to pull their heads out their asses and come to a much-needed agreement on how to

fund an EU wide CV19 recovery. 

 

Two things on the radar for the next two days. 

 

Firstly, tonight, it appears that the ECB will discuss the use of Junk bonds as collateral from

lenders (this is mad, and the fact this has a better likelihood of getting the green light ahead of

EU members agreeing on Eurobonds just goes to prove what a sorry bunch they are). 

 

That brings me nicely to the second thing on the radar; tomorrow we have EU leaders have a

virtual summit on trying to form some sort of unity to combat the CV19 crisis. 

 

As BBG note –  

 

European Union leaders head to a key virtual summit on Thursday without any concrete

proposals from the bloc’s institutions on how to finance a controversial economic recovery

fund, raising the chances of yet another inconclusive showdown. 

 

A “roadmap” distributed to national delegations from EU Council President Charles Michel,

who will chair the video conference, contains no details on the amount, the specific

objectives, the timeframe and nature of the investment needed to stem the deepest recession

in living memory. The absence of detailed proposals paves the way for a difficult call, amid

deep divisions between member states on how to share the burden of the spending needed

to salvage their damaged economies. 

 

A “European Recovery Fund” should be established as soon as possible, Michel said in his

letter to leaders. 

 

“I propose that we task the Commission to analyze the exact needs and come up with a

proposal that is commensurate with the challenge we are facing,” he said. 

 

The wording signals that no concrete decisions may be reached on Thursday, with leaders

instead asking the bloc’s executive arm to come up with a proposal for a boosted joint

budget. Michel’s proposal largely shuns the lobbying from countries such as Italy, France, and

Spain to essentially allow for joint debt issuance to finance recovery efforts. 

 

Normally set at around 1 trillion euros ($1.1 trillion) spread across 27 countries over seven

years, the EU budget is likely insufficient for the funding that will be required to rebuild the

economy after Covid-19. 

 

Crisis Effects

 

The new budget for the period between 2021-2027 “will have to take into account the effects

of the crisis on regions and affected sectors,” Michel said. 

 

The leaders disagree on how additional funds in the budget will be sourced, whether they will

be distributed in the form of grants or loans, and whether the funding will come with

conditions attached. The Commission told EU government envoys that the bloc’s economic

output will contract between 7.5% and 10% this year, according to an official familiar with a

behind-closed doors meeting earlier this week. 

 

Expect a lot of shit to be thrown before, during and after this. Quite honestly, I’m struggling to

picture a scenario where they come together on anything substantial. 

 



This is not great news for the weaker economies of the bloc or the €uro. 

 

As always, EU condiments will be flying plenty of test balloons ahead of this so be sure we’ll

see some exciting headlines throughout today. 

 

 

Chart Of The Day – Stoner Stockpile

As a succession of European governments imposed lockdowns to slow the spread of the new

coronavirus, Americans started to prepare for their own. Toilet paper, hand sanitiser and

tinned food flew off the shelves, as did another product rarely seen on preppers’ checklists:

cannabis.  

 

According to Headset, a company that analyses data for the cannabis industry, sales of

marijuana products in California were up by 92.5% on March 16th when officials in seven San

Francisco Bay Area counties ordered their 7m residents to shelter in place. When the entire

state of California was ordered to stay at home by its governor on March 19th, sales were still

up by over 45% 

CV19 Roundup 

 

Deaths and Infections 

 

Reported cases of the coronavirus have crossed 2.5 million globally and 177,004 people have

died, according to a Reuters tally as of 0200 GMT on Wednesday. 

 

Americas 

 

* Governors of about half a dozen U.S. states pushed ahead with plans to partially reopen for

business despite warnings from health officials.  

 

* U.S. coronavirus deaths topped 45,000 on Tuesday doubling in a little over a week and

rising by a near-record amount in a single day, according to a Reuters tally.  

 

* An old malaria drug touted by President Donald Trump as a "game changer" in the fight

against the coronavirus provided no benefit and potentially higher risk of death for patients at

U.S. veterans hospitals, according to an analysis that has been submitted for expert review.  



 

* Mexico has entered what the government calls "Phase 3" of the spread of the new

coronavirus, the most serious stage.  

 

* Hundreds of Brazilians who were stranded in Southeast Asia during a coronavirus-led

emergency lockdown are now headed home after the Brazilian embassy in Bangkok

chartered a flight for them. 

 

Europe 

 

* The true extent of the death toll in Britain was more than 40% higher than the daily figures

from the government indicated by April 10, according to data that includes deaths in the

community.  

 

* Crowds of youths targeted riot police with fireworks and torched rubbish bins in a third night

of unrest on the outskirts of Paris where a heavy police presence to enforce the coronavirus

lockdown has exacerbated tensions.  

 

* Italy is likely to start easing its coronavirus lockdown from May 4 though the long-awaited

rollback will be cautious and calculated, Prime Minister Giuseppe Conte said.  

 

* Spain's cabinet approved measures to support workers and businesses struggling under

stringent coronavirus restrictions as officials cheered a slowing infection rate.  

 

Asia-Pacific

 

* A city of 10 million people in northeast China grappling with the biggest coronavirus 

outbreak in the country further tightened travel curbs on inbound traffic.  

 

* The Tokyo 2020 Olympics and Paralympics Organising Committee said a member of the 

organisation has tested positive for the new coronavirus.  

 

* Japan's Nagasaki prefecture said it had confirmed 33 cases of coronavirus infection on an 

Italian cruise ship docked for repairs.  

 

* About 500 people entered self-isolation at the Presidential House in the Indian capital after 

a worker's relative tested positive, officials said.  

 

* Thailand approved a second automatic visa extension for foreigners to prevent long queues 

at immigration centres.  

 

* Indonesia will ban the mass exodus tradition, locally known as 'mudik', at the end of the 

Muslim fasting month in May.  

 

* Taiwan's defence minister apologised and said he was willing to resign after a coronavirus 

outbreak on a navy ship which visited the Pacific last month just as the country celebrated a 

huge drop in cases.  

 

* Demand for plant-based protein foods is surging in Asia, suppliers say, as suspicion over 

possible links between wild animal meat and the new coronavirus drives some consumers to 

rethink diets.  

 

* Australian Prime Minister Scott Morrison has sought support for an international investigation 

into the coronavirus pandemic in phone calls with U.S. President Donald Trump, and the 

German and French leaders overnight.  

 

Middle East and Africa 

 



* Millions of children in the Middle East will become poorer as their caregivers lose jobs from 

lockdowns, according to the U.N. Children's Fund.  

 

* The coronavirus crisis is stirring anti-Semitism around the world, fuelled by centuries-old lies 

that Jews are spreading infection, researchers in Israel said.  

 

* South Africa's President Cyril Ramaphosa announced a 500 billion rand rescue package, 

equivalent to 10% of the GDP of Africa's most industrialised nation, to try to cushion the 

economic blow of the coronavirus pandemic.  

 

* The palm oil market is set to miss out on a key high-demand period in 2020 as coronavirus-

driven lockdowns during the Muslim holy month of Ramadan dent demand in key importing 

countries such as India, Pakistan and Bangladesh.  

 

Economic Fallout 

 

* Asian share markets slipped to two-week lows on Wednesday as the floor fell out from 

under crude prices, exposing the deep economic damage wrought by the global coronavirus 

health crisis.  

 

* U.S. home sales dropped by the most in nearly 4-1/2 years in March as extraordinary 

measures to control the spread of the coronavirus brought buyer traffic to a virtual standstill.  

 

* The economies of Latin America and the Caribbean will contract by a record 5.3% in 2020 as 

the coronavirus outbreak ravages the region, a United Nations agency said.  

 

* The Irish economy will shrink by at least 10% this year and could shrink more than 15% if a 

second wave of coronavirus forces restrictions on movement to last six months longer than 

expected, the government said.  

 

* If prolonged, the pandemic could trigger a negative feedback loop in which a worsening 

economy threatens to destabilise Japan's financial system, the Bank of Japan warned on 

Tuesday.  

 

 

Headline Roundup 

Senate Passes Bill for More Small-Business Stimulus 

 

Congressional leaders struck a deal with the White House Tuesday to send hundreds of 

billion of dollars in fresh aid to small businesses and hospitals, the federal government’s latest 

effort to keep pace with the twin economic and public health crises created by the 

coronavirus pandemic. 

 

The Senate on Tuesday evening passed the $484 billion bill by a voice vote, sending it to the 

House for an approval expected Thursday. President Trump said on Twitter he supported the 

legislation, whose final components were hammered out between top White House officials 

and congressional leaders in the early morning hours Tuesday. 

 

The package, which lawmakers dubbed an interim emergency bill, also includes funding to 

ramp up the country’s testing for the new coronavirus, but doesn’t include funding sought by 

Democrats for hard-hit state and local budgets, which instead was pushed off to the next 

round of stimulus negotiations. Top Republicans signaled that concerns over the mounting 

debt would play a bigger role in talks about future stimulus aid, setting up a sharp divide with 

Democrats worried that Congress has done far from enough. 

 

Congress has operated in emergency mode during the outbreak, last month passing a $2.2 

trillion package by consensus with minimal debate. Amid growing pressure from rank-and-file 



members, House leaders agreed Tuesday to hold a vote later this week on allowing proxy 

voting, which would allow members to cast votes without meeting in person. 

 

The agreement reached Tuesday caps a brief but bitter fight over funding for the Paycheck 

Protection Program, a highly sought-after small-business loan fund that both parties wanted to 

see replenished after it depleted its initial $350 billion allocation last week. Lawmakers 

sparred for nearly two weeks over what else should be funded in the relief package, with the 

GOP pushing to quickly pour more funds into the small-business program and Democrats 

holding out for money for hospitals, testing, food stamps and state and local governments. 

 

“At the core of our agreement is $320 billion more for the Paycheck Protection Program, 

which is already saving millions of small-business jobs and helping Americans get paychecks 

instead of pink slips,” Senate Majority Leader Mitch McConnell (R., Ky.) said on the Senate 

floor Tuesday. 

 

The Paycheck Protection Program was part of the roughly $2.2 trillion stimulus bill Congress 

passed last month and is aimed at helping small firms cover payroll and other essential 

expenses for roughly two months. Loans can be forgiven if businesses maintain the size of 

their workforce. 

 

Democrats pressed for changes to the program to widen access to its loans. Of the $310 

billion that will be available for loans, $60 billion will be set aside for small, midsize and 

community lenders. A separate program, the Economic Injury Disaster Loan fund, aimed at 

quickly delivering a mix of grants and loans, gets $60 billion in the legislation. 

 

“We negotiated a bill that not only provided support, but made it more effective, more 

inclusive and addressed other urgent national priorities as well,” Senate Minority Leader 

Chuck Schumer (D., N.Y.) said on the Senate floor Tuesday. 

 

The new legislation makes EIDL funds available to farmers after lobbying by the American 

Farm Bureau Federation. Farmers and ranchers were previously only eligible for the PPP 

loans, but some had been turned away by confused lenders, who had thought they were 

ineligible. 

 

The Markets Are Wild While You’re Asleep 

 

Trading in overnight stock futures has skyrocketed, adding to a nearly nonstop stretch of 

market activity and luring more investors to join in the action. 

 

Among the most-traded are E-mini S&P 500 futures contracts, whose overnight trading 

volumes have surged to a record this year, according to CME Group Inc. data through March. 

Daily average volumes have topped 500,000 contracts, more than double the number 

recorded in 2017. The overnight session begins at 6 p.m. ET on Sundays and weeknights and 

ends the following day at 9 a.m. 

 

These are some of the most popular derivatives contracts among investors, who often use 

them to hedge their portfolios or make directional bets on the stock market. The S&P 500 is 

down 15% in 2020. 

 

The explosive moves overnight—and record activity—come as investors around the world are 

trying to parse the ramifications of the coronavirus pandemic on the economy, hungry for 

information to help them understand the extent of its spread. 

 

Outside of regular stock-trading hours—9:30 a.m. to 4 p.m.—news from the White House and 

Federal Reserve alongside updates on the pandemic often draw swift moves in the futures 

market. For example, the central bank’s decision to slash interest rates to near zero in 

response to the coronavirus took place on a Sunday in March, spurring selling in the stock 

futures market. 



 

Traders said they are closely tracking futures trading until late on weeknights and on 

weekends, anxious to see how the market reacts to the latest bit of news. The higher activity 

has helped amplify volatility in what has already been the most tumultuous period for 

investors in recent years. 

 

To some analysts, it signals that markets around the world are more interconnected than ever, 

with traders globally embracing derivatives tied to major U.S. indexes as they trade around 

the clock. Trading in these contracts also extends to the regular stock trading session and 

concludes at 5 p.m. 

 

Exchange operator CME has had a longstanding rule limiting price swings in futures overnight 

to 5% up or down. On Sunday, March 8, futures linked to the S&P 500 fell 5%, hitting limit-

down, the maximum drop allowed in a single session, for the first time since the U.S. 

presidential election in 2016. The volatility hasn’t let up: Those stock futures have now hit 

limit-up or limit-down at least nine times this year. 

 

The wild swings have drawn more traders looking for the opportunity to profit in exchange for 

some sleepless nights. Futures tied to the Dow Jones Industrial Average and the tech-focused 

Nasdaq-100 index have been heavily traded as well. 

 

Saudi Oil Stranded in Supertankers as Backlog Piles Up 

 

Saudi Arabia’s oil-price war with Russia flooded the market with crude. Now, with demand 

having dried up and buyers hard to find, the kingdom is resorting to storing much of it at sea. 

 

At least one in 10 supertankers around the world is serving as a floating oil storage facility, 

Saudi oil officials say. With many of those vessels filled with Saudi crude, stranded at sea 

without buyers, the world’s top oil exporter is trying to manage the repercussions of its 

monthlong price war with Russia.  

 

The unusual market dynamics continued to play out as oil prices resumed their sharp drop 

Tuesday, one day after U.S. futures turned negative for the first time in history. Saudi Arabia 

decided in March to flood oil markets with cheap oil just as the coronavirus pandemic shut 

down major economies and led to a collapse in oil demand. 

 

As demand dried up, many of the world’s producers continued to pump at normal levels, filling 

storage tanks and ships with unsold crude. Now, OPEC producers are debating deep 

production cuts that would go beyond the historic oil pact they agreed to with the U.S. and 

Russia little more than a week ago. 

 

Saudi Arabia and Russia ended the price war as part of a production deal that will see the two 

countries and the U.S. lead a coalition of 23 oil-producing countries to cut output by a 9.7 

million barrels a day. The feud between Riyadh and Moscow began in March after Russia 

refused to participate in a Saudi-backed plan to carry out coordinated cuts. Saudi Arabia then 

lowered prices and raised production of its barrels, sending global prices into a downward 

spiral. 

 

The damage from the price war remains. About 80 supertankers out of 750 world-wide are 

now used to store oil rather than transport it, according to Saudi officials. The amount of oil in 

storage at sea rose by 21 million barrels to 147.6 million in the week to April 19, according to 

commodities-data provider Kpler, making up the bulk of the stocks increase globally. 

 

“The kingdom is now facing a situation where they may have to shut parts in their production, 

likely from Ghawar and other fields because they don’t have buyers,” said a senior Aramco 

executive familiar with the matter. “The fact is buyers don’t have storage so regardless of 

whatever level of output you want, there won’t be storage for it,” he said. 

 



A fast-approaching shortage of storage space is forcing producers to consider new measures 

that might stop the rout, according to oil officials in members of the Organization of the 

Petroleum Exporting Countries.  

 

OPEC delegates are expected to attend a conference call late Tuesday to discuss the current 

market crisis though the virtual gathering is not aimed at making decisions, these officials 

said. 

 

Venezuela has written to the cartel’s leadership, asking for an emergency technical meeting 

with nonmembers, aimed at pressing Saudi Arabia and Russia to agree to deeper oil output 

cuts, people familiar with the matter said. 

 

Saudi Arabia and other OPEC members are considering cutting their oil output as soon as 

possible, rather than waiting until next month when the group’s production agreement with 

the U.S. and Russia is set to begin, people familiar with the matter said. 

 

In a statement Tuesday, Saudi Arabia’s cabinet said it continued to monitor market conditions 

and expressed willingness “to take any additional measures in partnership with members of 

[the OPEC alliance] and other producers.” 

 

Investors count on radical ECB action to head off Italy crisis 

 

Rising borrowing costs for countries such as Italy show that the European Central Bank has a 

fight on its hands to prevent a new debt crisis, say analysts, even as it goes all out to ease 

strains caused by coronavirus. 

 

Last month the ECB halted an alarming sell-off in the riskier corners of eurozone debt markets 

with a €750bn bond-buying plan that marked a significant escalation of its “quantitative 

easing” programme. But since then those gains have been all but wiped out. 

 

This week, Italy’s 10-year government bond yield climbed above 2 per cent for the first time in 

a month, while the “spread” over German bonds — a closely watched measure of risk within 

the eurozone — widened to 2.6 percentage points. That is not far short of the peak of 2.8 

percentage points during the March sell-off.  

 

Heavily-indebted Italy has long been a bellwether for wider fears over the future of the 

eurozone. Such concerns have moved to the fore again in spite of the ECB’s radical easing 

measures, as investors worry about a surge in borrowing by Rome to tackle the viral outbreak. 

 

“Italy is being hit on all fronts,” said James Athey, a fund manager at Aberdeen Standard 

Investments. “It’s a very weak economy to start with, with fractious politics and a high debt 

load. Then they’ve borne the brunt of Covid. Even with the ECB, the market is questioning 

whether this is sustainable.”  

 

Politicians across the eurozone have discussed the issuance of jointly-backed “corona bonds” 

to share the financial burden of tackling the virus. But Mr Athey thinks meaningful progress on 

that front at Thursday’s EU leaders’ summit is unlikely, so he is betting on a further widening 

of the spread between Italy and Germany. 

 

If he is right, the ECB’s resolve may soon be tested again. The market “could very quickly lose 

confidence” in Italy if spreads rise above March’s high, said John Taylor, co-head of European 

fixed income at AllianceBernstein. Fund managers like Mr Taylor are holding on to their Italian 

government bonds, betting that the ECB will expand asset purchases that are on course to 

reach roughly €1.1tn this year. 

 

A Trickle of Bad U.K. Property Loans Is About to Become a Flood 

 

The number of soured U.K. commercial property loans started rising in 2019 for the first time 



in eight years. Now, it’s set to skyrocket. 

 

The coronavirus outbreak will trigger as much as 10 billion pounds ($12.3 billion) of losses and 

write-offs on loans tied to U.K. stores and malls, according to a survey of lenders by Cass 

Business School. That’s after a slump in retail property saw the value of bad loans spike by 

more than a third last year, though to a still relatively low 2.9 billion pounds. 

 

“The effect of the coronavirus crisis will be most felt by the already struggling retail sector,” 

said Nicole Lux, senior research fellow at Cass. “But other sectors such as hotels and leisure, 

student housing and residential investment property will be greatly affected.” 

 

Retail property in the U.K. has plunged in value as brick and mortar retailers sought to slash 

their rent bills in the face of rising staff costs, high property taxes and increasing competition 

from online rivals. That’s forced up the relative indebtedness of many malls and stores, 

prompting foreclosures and fire sales that have further weighed on prices. Now, with all but 

vital stores forced to close, the stakes have risen substantially. 

 

While the absolute volume of defaulted credit remains low compared with the aftermath of the 

financial crisis, there are 43 billion pounds of commercial property loans due to be refinanced 

this year and next. 

 

That “sounds more challenging in today’s conditions of economic lockdown and material 

valuation uncertainty,” Peter Cosmetatos, chief executive officer of the Commercial Real 

Estate Finance Council Europe, said in a statement accompanying the report. 

 

Loans tied to development projects are also at risk, with restrictions on movement impacting 

construction sites where social distancing is impossible to maintain. About 22 billion pounds 

of such loans are affected by delays and defaults on construction contracts, with 14 billion 

pounds of residential development loans also at risk of being partially written off, the report 

warned. 

 

Overall U.K. property lending fell 12% to 43.8 billion pounds last year, mirroring a decline in 

transaction levels during a period marked by heightened Brexit uncertainty, the survey found. 

 

 

Model Portfolio 

 

Little to report, looking at Brent length still, same with US long end.

 

Pleasing break down of equities is materialising so more of that would be nice!

Of course, check @PiQViP for any updates throughout the day.

https://twitter.com/piqvip


Looking Ahead 

 

With the raft of UK data out the way already the two main draws on the econ calendar are the

Flash reading of Eurozone Consumer Confidence (a case of how awful will it be) and the

weekly EIA data where we expect to see yet further builds in US inventories. 

 

FYG last night’s API data: 

 

Crude: +13.226M 

Gasoline: +3.435M 

Distillates: +7.639M 

Cushing: +4.913M 

 

Speaker/Event wise it’ll be all eyes on Brussels with the big Eurogroup meeting tomorrow,

expect many a comment as politicians set the stage.  

 

There is also chatter that, this evening (supposedly), the ECB will be having a call to discuss

the use of Junk Bonds as collateral for loads. Madness. 

 

Finally, you may have seen me mention on Twitter yesterday that my OPEC(etc.) spidey-sense



is tingling, well it is off the charts buzzing right now! Eyes and ears out for the usual

condiment* chatter 

 

Condiment = sauces = sources.. Get it? Got it? Good!  

 

Have a great day. Keep it tight!
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