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 Oil: 2020 outlook 
 Oil markets are set for another soft year in 2020 as demand growth is beset by 

downside risks related to the US-China trade war and general slowdown in 
industry across most major economies. 

 Oil production will grow rapidly in 2020 as non-OPEC supply surges. Production 
from the US, Norway and Brazil, among others, will contribute to OPEC taking an 
increasingly small share of global markets.  

 OPEC+ is likely to roll over its existing oil production cut agreement at its 
upcoming meeting in December. Deeper cuts would help move closer toward a 
balanced market but the scale of cuts required would mean a substantial 
slowdown in domestic economies. Compliance with production cuts will remain 
an issue and we expect Saudi Arabia to again provide the bulk of output restraint. 

 Markets will end up in a surplus for 2020, with a particularly heavy over-supply in 
H1 2020. We expect average prices for Brent at USD 57/b and WTI at USD 55/b.  

Emirates NBD Research oil price assumptions 

 
Source: Bloomberg, Emirates NBD Research. Note: average of period. 

 

Demand remains at risk of trade war escalation 

Oil demand growth is expected to improve in 2020 to around 1.2m b/d from closer to 1m 

b/d this year according to projections from the IEA. Unlike 2019 when virtually all the 

demand growth was contributed by emerging markets, a recovery in OECD Europe and 

Asian demand means developed markets will record growth of nearly 300k b/d. 

Nevertheless, the fixation for oil markets remains on what happens in China, India and 

other large, and growing, consumer markets in emerging economies.  

 

China’s demand growth will decelerate as the economy undergoes a slowdown in industry 

and contends with an uncertain outlook for trade given its standoff with the US. 

Manufacturing in China—as assessed by purchasing managers’ indices—has been in 

decline for most of 2019 and official data covering industrial production and fixed asset 

investment are near multi-year lows. China’s economy needs more than just a positive 

outcome of trade talks with the US to turnaround the slowdown in growth but so far the 

government has been reticent to unleash substantial fiscal stimulus that has historically 

been highly supportive for oil consumption. 

 

In India, oil demand growth has decelerated to below trend levels as the economy endures 

a protracted slowdown. Demand growth has risen by an average of 2.2% in the first 10 

months of 2019, less than half the pace it recorded in the same period of 2018. Diesel 

consumption in particular has slowed significantly as industry has slumped despite 

government efforts to support the economy and lower rates from the Reserve Bank of 

India. Anticipation of government stimulus to support the economy should help to set a 

floor under oil demand in 2020 but it seems unlikely to match the pace of growth 

experienced in 2014-18.   
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IMO 2020 rules haven’t lit a fire under prices 

Oil consumption in 2020 was meant to get a boost from the impact 

of changes to marine fuel specifications—IMO 2020—that would 

see high sulphur fuel replaced by lower, cleaner fuels such as 

gasoil. More gasoil would be needed on a volumetric basis to 

compensate for the displaced high sulphur fuel oil, hence 

contributing to faster overall demand growth: the IEA had initially 

estimated as much as 3m b/d of fuel switching would occur. 

However, the demand boosting impact from IMO 2020 is being 

negated by the general slowdown in global trade. Merchandise trade 

has been slowing steadily since Q3 2018 and has been in 

contraction since June 2019. With few signs that a lasting and 

meaningful trade deal between the US and China will be reached 

trade volumes are likely to linger at their current low levels well into 

2020.  

Global trade flat lining 

 
Source: Bloomberg, Emirates NBD Research.  

 

OPEC to accept lower market share in 2020 

Faced with a demand scenario beset by downside risks, OPEC has 

few enviable choices for 2020. OPEC next meets in early December 

and a rollover of its current production cut strategy appears the most 

likely outcome. Aggregate compliance by OPEC members with their 

800k b/d portion of the cut agreement has been strong—at nearly 

140% on average in the first 10 months of 2019. However, like past 

rounds of cutting most of the burden has fallen on Saudi Arabia and 

other Gulf producers: Saudi Arabia has recorded average 

compliance of 255%, the UAE more than 110% and Kuwait 133%. 

Among other large producers compliance has fallen far short. Iraq 

and Nigeria have failed to comply with their targets this year and we 

see little chance that there will be a sudden convergence on target 

levels. Iraq faces mounting social unrest that could pose a threat to 

oil export facilities but as of yet we have not seen a material impact 

on production. Nigeria has actually received a higher target given 

that production has increased substantially.  

 

Even if OPEC members achieve a compliance rate of 100% we still 

project sizeable inventory builds in 2020. Getting support from other 

producers who are party to the production cuts—such as Russia—

would help but even a wholly compliant scenario still results in 

stockbuilds of an average of around 700k b/d in 2020. As OPEC 

struggles to achieve consensus among its own official members we 

doubt they will be able to convince participants outside the bloc to 

converge on cut targets.  

Average compliance by OPEC members 

 
Source: IEA, Emirates NBD Research. Note: Jan-Oct 2019. 

 

OPEC’s outlook for 2020 highlights the challenge of using 

production cuts to impact oil market balances and prices. OPEC 

lacks enforcement mechanisms to punish producers who breach 

target levels. An increase in production by one party aimed at 

pushing prices lower—to penalize recalcitrant members—is felt by 

all, including the enforcer. Indeed, such an increase in output could 

end up backfiring further as all members raise output to keep their 

market share intact.  

OPEC+ cuts not enough to balance market 

 
Source: IEA, Emirates NBD Research. Note: assumes 100% compliance 

with December 2018 production cut targets.  

 

OPEC+ may deepen its current round of production cuts from its 

target of 1.2m b/d to 1.5m b/d or 1.75m b/d. Even at higher cuts of 

1.75m b/d, spread proportionately in line with the December 2018 

cut agreement, OPEC+ would still endure market surpluses of 

nearly 800k b/d in H1 before a deficit finally emerged in H2 2020. 

Were all members of OPEC to fully comply with their share of a new 

higher cut target the trajectory for oil production would be mixed: 

Saudi Arabia’s production would actually rise from 2019 levels while 

the UAE and Iraq would see lower volumes. We won’t completely 

rule out the possibility OPEC would agree to deeper cuts but we are 

-5.00

-3.00

-1.00

1.00

3.00

5.00

7.00

9.00

 110
 112
 114
 116
 118
 120
 122
 124
 126
 128
 130

CPB World Trade Volume index (lhs) % y/y (rhs)

-600

-400

-200

0

200

400

600

(%
)

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

(m
 b

/d
)

Oil market balance w 100% OPEC+ compliance



 
 
 
 
 
 

Page 3 
 

doubtful that it would be effective in raising prices that would come 

close to meeting fiscal breakeven levels in most OPEC producers 

(we project a fiscal breakeven level of USD 88/b in Saudi Arabia for 

2020). The most likely outcome for OPEC+ at their early December 

meeting is to maintain production cuts in place and hope for either 

demand to improve significantly or for alternative producers to falter. 

 

What OPEC+ agrees in early December and what it actually delivers 

in terms of barrels in 2020 are likely to end up diverging, as this 

year’s compliance levels indicate. We expect to see persistent 

overcutting from Saudi Arabia, although the scale will be tempered 

compared with 2019. Production from the Kingdom should actually 

increase slightly to 9.92m b/d on average, an increase of 1.5% from 

average output in 2019. In the UAE, we expect production to rise by 

2% as ADNOC aims to increase total capacity to 4m b/d by the end 

of the year from around 3.4m b/d at present. Iraqi production will 

also push higher, in breach of the country’s OPEC commitment and 

reaching close to total capacity of 4.9m b/d. Total production from 

MENA OPEC producers will remain flat y/y as higher volumes from 

Saudi Arabia and others are offset by another annual decline in Iran. 

 

OPEC’s share of global oil supply will fall to 34.6% in 2020, down 

from 35.4% this year and by far the lowest level in recent years. The 

prospects for growing market share only look to be in place from the 

mid-2020s onward.  

 

Non-OPEC supply set to surge 

OPEC+ risks becoming a passive player in oil markets next year, 

enduring uncertain demand and boxed into a corner as a result of 

its heavy-handed production cut strategy. The dynamics for oil 

supply in 2020 will largely be a function of producers outside of 

OPEC+. The US will again dominate non-OPEC supply growth as 

production from shale basins increases and pipeline and export 

terminal investments offer new avenues for US crude to enter global 

markets.  

Some US producers under strain 

 
Source: Bloomberg, Emirates NBD Research. Note: ‘headroom’ = wellhead 

price – breakeven costs. 

 

Growth, while still robust from the US, is likely to slow. The oil drilling 

rig count in the US has recently pushed below 700 rigs for the first 

time since Q2 2017 and the pace of annual supply growth from shale 

basins has moved from more than 1.8m b/d in mid-2018 to around 

900k b/d in the most recent projections from the EIA (December 

2019).  

 

There are also definite signs of stress in the US oil market. Credit 

conditions are beginning to deteriorate as investors and lenders 

amp up demands for repayment over growth while pricing for US 

crude appears anchored in a range between USD 50-60/b, not 

offering much margin headroom for some shale basins. But the pain 

appears localized and not at this stage systemic. Bakken producers 

are running up closer to breakeven costs while producers operating 

out of the Permian or Eagle Ford regions of Texas are displaying 

some better conditions.  

 

The EIA itself projects supply growth of around 1m b/d in 2020, 

taking US crude oil output to 13.3m b/d. But the agency has had a 

patchy record in terms of forecasting supply additions, generally 

under-projecting: its initial forecasts for 2018 supply growth were 

less than 500k b/d while output ended up increasing by 1.6m b/d. 

We doubt that scale of revision is on the cards for 2020 but past 

attempts to call an end to the surge in US shale production have 

consistently fallen flat thanks to efficiencies and discipline pushing 

costs down. 

EIA projections for 2020 revised up 

 
Source: EIA, Emirates NBD Research.  

 

The US won’t be the only source of new supplies in 2020 as the 

start-up of new fields in the North Sea will see Norway record 

substantial growth while Brazil will also add considerable volumes. 

The call on OPEC—the amount needed from the bloc to balance 

markets—will fall to 28.9m b/d in 2020, down by 1.1m b/d y/y and a 

decline of roughly 1m b/d from October levels.  

 

Oil market to be stuck in surplus in 2020 

Our baseline supply and demand assumptions mean the oil market 

will move into surplus in 2020 with a particularly bloated H1 of an 

average stockbuild of 1.5m b/d giving way to a surplus of around 

0.5m b/d in H2 2020. On an oil fundamentals basis alone, the scale 

of stockbuilds should imply prices moving lower in 2020 and longer 

dated spreads have been weakening. Brent spreads for December 

2020/21 have managed to hold in backwardation for most of the 
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year although the size of the spread has narrowed substantially 

since a strong performance in H1.  

 

Long-dated spreads losing strength 

 
Source: Bloomberg, Emirates NBD Research.  

 

Stretching the analysis beyond oil market fundamentals also firms 

up the view for softer prices ahead. Earlier this year we introduced 

the Oil Barrel Barometer, an index to capture market variables and 

provide a snapshot or ‘nowcast’ of market conditions. Whether 

based on Brent or WTI the Oil Barrel Barometer (OBB) has been 

pointing downward for most of the year, implying negative price 

action when it falls below a level of 100. Moreover, our oil market 

heat map is flashing amber to red across most variables suggesting 

markets will enter 2020 on a softer footing.  

Oil Barrel Barometer  

 
Source: Bloomberg, Emirates NBD Research.  

 

Oil prices to weaken in 2020 

In our view for 2020 oil prices have considerable upside barriers in 

their way and thus substantial gains look difficult. We expect Brent 

prices will record an average of USD 57/b, down USD 2.50/b from 

our previous forecast and a drop of 11% y/y from our 2019 price 

target. For WTI, we expect prices at around US 55/b, down by USD 

1.90/b from our previous expectations and a drop of 5.5% from our 

2019 target. The spread between Brent and WTI will remain 

relatively narrow as investment into pipeline capacity allows crude 

to flow from producing regions to export facilities and see US crude 

delivered into international markets.  

 

The Brent/Dubai spread should notionally widen next year as IMO 

2020 rules limit marginal demand for heavy, sour barrels and Middle 

East crudes endure a stick discount to lighter, sweeter grades. 

However, OPEC+ cuts—as we outlined in our Monthly Insights 

October report—will keep the heavy, sour market relatively tight, 

supporting Dubai-linked crudes. 

 

The relationship between inventory draws or builds and the shape 

of the forward curve does lean toward a contango structure 

developing in 2020, given our projection for a market surplus. Brent 

time spreads have managed to hold in backwardation for H2 2019 

and the shift into contango could be sudden as forward prices move 

downward. Normally that would give us concern that a bearish move 

in prices will prompt an exodus of investors out of long positions, 

adding to selling pressure. However, speculative positions in both 

Brent and WTI are relatively modest at the moment and any move 

down will be caused by fundamentals more than by changes in 

investor attitudes. 

 

Upside risks to our price view include a quick and comprehensive 

end to the US-China trade war, a substantial increase in the scale 

of OPEC+ production cuts, unplanned outages as a result of 

geopolitical tensions and massive stimulus in China or India in the 

form of heavy infrastructure spending.  

 

Downside risks to our forecast include slippage in OPEC+ 

compliance with production cut targets, a further deterioration in 

trade relations between the US and China (catching other trade-

exposed economies in the cross-fire), non-OPEC supply expanding 

faster than current projections or central banks imposing a tighter 

monetary policy.  

 

Emirates NBD Research 2020 oil price 
assumptions 

 Q1 Q2 Q3 Q4 2020 % y/y 

Brent 58.00 55.00 57.50 58.00 57.13 (11.20) 

WTI 55.00 52.00 55.00 56.5 54.63 (5.51) 

Spread (3.00) (3.00) (2.50) (1.50) (2.50)  

Source: Emirates NBD Research. Note: Average of period, USD/b. 
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Oil market heat map 
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Source: Bloomberg, Emirates NBD Research. 

OBB vs Brent  

 
Source: Bloomberg, Emirates NBD Research. 

 

 

 

 

 

 

 

 

OBB vs WTI 

 
Source: Bloomberg, Emirates NBD Research. 
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Oil demand projections 

 
Source: IEA, Emirates NBD Research. 

India: diesel demand 

 
Source: PPAC, Bloomberg, Emirates NBD Research. 

Demand growth by product 

Source: IEA, Emirates NBD Research. Note: m b/d. 

 

 

 

 

Oil demand growth 

 
Source: IEA, Emirates NBD Research.  

China: apparent oil demand 

 
Source: Bloomberg, Emirates NBD Research. 

Demand decline for high sulphur fuel oil 

 
Source: Bloomberg, Emirates NBD Research. Note: USD/b. 
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OPEC: Middle East supply change 

 
Source: IEA, Emirates NBD Research. 

 

OPEC: Africa supply change 

 
Source: IEA, Emirates NBD Research.  

OPEC: Latin America supply change 

 
Source: IEA, Emirates NBD Research. 

 

 

OPEC output vs call on OPEC 

Source: IEA, Emirates NBD Research. Note: m b/d. 

 

Fiscal breakevens: select exporters 

 
Source: Emirates NBD Research.  

OPEC spare capacity cushion 

 
Source: Bloomberg, Emirates NBD Research.  
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US: total crude production 

 
Source: EIA, Emirates NBD Research. 

US: crude production from shale basins 

 
Source: EIA, Emirates NBD Research.  

US: output per rig by basin 

 
Source: EIA, Emirates NBD Research.  

 

 

 

US: crude exports 

Source: EIA, Emirates NBD Research.  

US: annual change from shale basins 

 
Source: EIA, Emirates NBD Research.  

US: breakevens by basin 

 
Source: Bloomberg, Emirates NBD Research.  
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YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR 

DISPOSITION TO, OR USE BY OR FOR THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY 

DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY 

NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU 

MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR WRITTEN CONSENT OF EMIRATES NBD. 

THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE 

DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY. 

FURTHERMORE, YOU MAY NOT USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS 

SUBSIDIARIES IN ANY MANNER WHICH CREATES THE IMPRESSION THAT SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE 

PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS. 

MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION AND ANYTHING CONTAINED 

HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE 

PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree, 

at your own expense, to indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from 

and against any and all claims, damages, liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication, 

including, but not limited to: (i) your use of the data contained in the publication or someone using such data on your behalf; (ii) any deletions, additions, insertions or alterations to, 

or any unauthorized use of, the data contained in the publication or (iii) any misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving 

the publication.  
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Emirates NBD Head Office 
12thFloor 
Baniyas Road, Deira 
P.OBox777 
Dubai 
 
 
Aazar Ali Khwaja 
Senior Executive Vice President 
Global Markets & Treasury 
+971 4 609 3000 
aazark@emiratersnbd.com 

Tim Fox 
Head of Research & 
Chief Economist 
+9714 230 7800 
timothyf@emiratesnbd.com 

 

 

 

Research 
 

  

Khatija Haque 
Head of MENA Research 
+9714 230 7803 
khatijah@emiratesnbd.com 

Aditya Pugalia 
Financial Markets Research 
+9714 230 7802 
adityap@emiratesnbd.com 
 

Daniel Richards 
MENA Economist 
+9714 609 3032  
danielricha@emiratesnbd.com 
 

   
Edward Bell 
Commodity Analyst 
+9714 609 3055 
edwardpb@emiratesnbd.com  
 
 

Mohammed Altajir 
FX Analytics and Product Development 
+9714 609 3005 
mohammedtaj@emiratesnbd.com 

 

 

Sales & Structuring 
 

  

Group Head – Treasury Sales 
Tariq Chaudhary 
+971 4 230 7777 
tariqmc@emiratesnbd.com 

Saudi Arabia Sales 
Numair Attiyah 
+966 11 282 5656 
numaira@emiratesnbd.com 

Singapore Sales 
Supriyakumar Sakhalkar 
+65 65785 627 
supriyakumars@emiratesnbd.com 

London Sales 
+44 (0) 20 7838 2241 
 

Egypt 
+20 22 726 5040 
 

 

 

 

Emirates NBD Capital 
  

 
 

 

Hitesh Asarpota 
Head of Debt Capital Markets. 
+971 50 4529515 
asarpotah@EmiratesNBD.com 
 

 

 

Investor Relations  
  
Patrick Clerkin 
+9714 230 7805 
patricke@emiratesnbd.com     
 

Group Corporate Affairs 
 
Ibrahim Sowaidan 
+9714 609 4113 
ibrahims@emiratesnbd.com 

 
 
Claire Andrea 
+9714 609 4143 
clairea@emiratesnbd.com 

 

 


