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Markets between hope and headlines

e Oil price: The Brent oil price remains heavily driven by headlines and market sentiment,
reflecting fluctuating expectations regarding escalation or peace in the Middle East.

e OPEC: The UAE’s withdrawal from OPEC is leading to a more liberalised oil market, but does
not, for the time being, suggest a wider wave of OPEC-withdrawals.

e TTF price: Unlike previous conflict situations in the Middle East, similar headlines regarding
opportunities and risks relating to exports from the region continue to dominate the market.

o Methane Regulation: The European Methane Regulation is increasing the tension between
sustainability and security of supply in the European gas market.

Oil price mainly driven by speculation

Trading in Brent crude is currently heavily driven by headlines. Recently, these headlines have mainly
concerned the status of the war in the Middle East. Various statements by Trump regarding peace or
escalation have caused significant price fluctuations in recent weeks. For instance, on 11 May, the oil
price rose by over 4% after Trump rejected Iran’s peace proposal. This headline led to a decline in
confidence that the war would end soon.
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Another example of such a headline-driven price change was the announcement on 6 May by Marco
Rubio — the US Secretary of State — that the US offensive against Iran had been completed. This
announcement immediately led to a fall in the oil price of around 8%. This was because it led to
increased confidence that the war could come to an end in the foreseeable future. In the long term,
this would imply a resumption of exports and thus a less tight market, which explains why (in
particular) speculators are selling their positions.

United Arab Emirates leaves OPEC

On 1 May, the United Arab Emirates (UAE) left the Organisation of the Petroleum Exporting Countries
(OPEC). The oil-producing country produces around 3.5 million barrels per day and aims to increase
this to 5 million barrels per day. Leaving OPEC is not surprising, but the timing is interesting.

Had the Emirates left OPEC at a time when production could have been increased directly, the
downward effect on prices would have been immediately apparent. After all, the additional production
could then have found its way onto the world market almost straight away.

Due to the current situation in the Middle East, increasing oil production is not possible at present
because of export restrictions and damaged production capacity. This makes the timing a tactical
choice. As there will be no immediate change in production as a result of the withdrawal, the direct
impact on the oil price was marginal.
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This was a preview. To receive the full market update, including all excusive insights, please
email one of the addresses below.

Hans van Cleef — hans.vancleef@egolibrium.com / 0031- 6 30 90 33 76
Bart van der Pas — bart.vanderpas@eqolibrium.com / 0031 — 6 36 52 95 51
Guusje Schreurs — guusje.schreurs@eqolibrium.com / 0031 — 6 29 49 81 39
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