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WILL THE OIL OUTPUT CUT EXTENSION BE ENOUGH?
The 1.8m bbl/day cut in crude oil output from 1 January 2017 between OPEC and non-OPEC countries recorded a high compliance rate. Bullishness was sustained throughout Q1, but prices bowed to mounting 
high inventories and rising output from Nigeria and Libya. On 25 May, oil producers agreed to a nine-month cut extension until March 2018, but the market will still face rising US shale production.
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In the end, expectations had become so 
high that the mere extension of the 

status quo by nine months resulted in 
disappointment. There are fears in the 
market that OPEC will not succeed in 
abandoning its policy of production 
cuts without disrupting the market.
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We have seen a classical ‘buy on 

rumours, sell on news’, but structurally 
the extension of the cut is a very bull 

fundamental. I have increased my 
sentiment after the price movement 

during the OPEC announcement.

IEA said a potential agreement by 
OPEC members to extend an oil 
supply cut deal may be offset by 
increasing US oil production and 
rising output from Libya and Nigeria

Map figures represent the compliance rate to the output cut deal. 
2017 average rate and ( April compliance rate) per country

Source: IEA, May 2017
        Bahrain, Brunei, Equatorial Guinea, Malaysia, Sudan and South Sudan achieved 
a combined compliance rate of-2% as an average 2017, and 23% in April.

US crude inventories experienced 
some downside but remain high at 
516.3m bbl

OPEC increased its 2017 world oil 
supply forecast to account for 
higher US output
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