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Is US$50 just a check point for WTI crude oil futures? 
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"Chart 2: WTI Crude Oil Futures & Long-Short Ratio"

(Note) 1. Data period is from 7th January 2014 to 24th May 2016.

2. Long-Short Ratio is ratio calculated by deviding long position by short position of Non-commercial.

(Source)  SMAM, based on Bloomberg L. P. data.  
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"Chart 1: Crude Oil Production Volume & Inventory of US"

(Note)     1. Data period is from 2nd January 2015 to 20th May 2016. 

2. Crude oil production volume is a volume per day.

(Source)  SMAM, based on Bloomberg L. P. data. 
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 Improving supply and demand balance and declining short positions of speculators are 

backdrops of solid crude oil price.     

 Milestone of US$50 could be a temporal peak, however, it will not lead to a full-blown 

deterioration of market conditions. 

 Although, we should keep an eye on Chinese economic indicators and possible US interest rate 

hike, crude oil market seems to become much more resilient to various shocks. 

 

Improving supply and demand balance and declining short positions of speculators are 

backdrops of solid crude oil price.   

  

   WTI crude oil futures started to rise after touching bottom of USD26.05/barrel on 11
th
 February 

2016 and reached temporal high of USD50.21/barrel on 26
th
 May 2016. Gain of crude oil futures 

prices was supported by i) decrease of both crude oil production and inventory in US (Chart 1) and 

ii) upward revision of April-June 2016 demand forecast by May Oil Market Report issued by 

International Energy Agency (IEA). Also, market sees arrival of driving season in US will be a 

positive factor to improve supply and demand balance. 

 

   According to WTI crude oil futures positions published by US Commodity Futures Trading 

Commission (CFTC), Non-commercial Long-Short Ratio (ratio of long position to short position) 

which was low as 1.4 times in February 2016 has increased to 2.9 times on 24
th
 May 2016. Crude oil 

price hike appears to be attributed to reduction of speculators’ short positions, as rise of the ratio was 

due to significant decrease of short positions. 
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Milestone of US$50 could be a temporal peak, however, it will not lead to a full-blown 

deterioration of market conditions.  

 

   Major oil producers met at Doha, capital city of Qatar, on 17
th
 April to discuss over production 

volume to be maintained or not, in response to oil price fall in the beginning of this year. However, 

the meeting was adjourned without making any final agreement as Iran did not take part in. Although 

OPEC meeting is scheduled at Vienna, capital city of Austria, on 2
nd

 June, maintenance of oil 

production volume is no more an urgent issue to discuss as currently the oil price stability is 

restored. 

 

   Therefore, it is not likely that the forthcoming OPEC meeting will set production target to 

resolve over supply. However, market participants might consider oil price has somewhat reached its 

peak as WTI crude oil futures had touched milestone of USD50. If that is the case, crude oil market 

might see weakness incidental to sell-off caused by winding up long positions, however, we believe 

that impact to Japanese stocks is limited as it will not lead to a full-blown deterioration of crude oil 

market conditions.  

 

Although, we should keep an eye on Chinese economic indicators and possible US interest rate 

hike, crude oil market seemed to have become much more resilient to various shocks. 

 

   According to the latest report published by OPEC, supply and demand condition of crude oil will 

be balanced from July to December this year. It is likely that expectation on improving supply and 

demand balance will underpin the crude oil market for sometime. However, we need to be cautious 

of financial market reaction on i) Chinese economic indicators and ii) rising expectation on US 

interest rate hike. If market confirms trend of deteriorating Chinese economy, crude oil price will 

turn weak in expectation of decreasing crude oil demand in China.      

 

   Also, if expectation of interest rate hike were to rise sharply, financial market might experience 

significant volatility due to the fall of currencies and stock prices of emerging markets. In this case, 

it can be expected that risk-off sentiment will lead to fall in crude oil price, followed by JPY 

appreciation and end in Japanese equity price fall. However, crude oil market seems to become much 

more resilient as it had went through both negative reactions of i) and ii), from late last year to early 

this year.  

 

 

* Please note that this report is a translation of Japanese report written on 31
st
 May, 2016. 
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Disclaimer

Please read this disclaimer carefully.
This material is for non-Japanese institutional investors only.

The research and analysis included in this report, and those opinions or judgments as outcomes thereof, are

intended to introduce or demonstrate capabilities and expertise of Sumitomo Mitsui Asset Management

Company, Ltd. (hereinafter “SMAM ” ), or to provide information on investment strategies and opportunities.

Therefore this material is not intended to offer or solicit investments, provide investment advice or service, or to

be considered as disclosure documents under the Financial Instruments and Exchange Law of Japan.

The expected returns or risks in this report are calculated based upon historical data and/or estimated upon

the economic outlook at present, and should be construed no warrant of future returns and risks.

Past performance is not necessarily indicative of future results.

ŸThe simulated data or returns in this report besides the fund historical returns do not include/reflect any

investment management fees, transaction costs, or re-balancing costs, etc.

The investment products or strategies do not guarantee future results nor guarantee the principal of

investments. The investments may suffer losses and the results of investments, including such losses, belong to

the client.

The recipient of this report must make its own independent decisions regarding investments.

The opinions, outlooks and estimates in this report do not guarantee future trends or results. They constitute

SMAM’s judgment as of the date of this material and are subject to change without notice.

The awards included in this report are based on past achievements and do not guarantee future results.

The intellectual property and all rights of the benchmarks/indices belong to the publisher and the authorized

entities/individuals.

This material has been prepared by obtaining data from sources which are believed to be reliable but SMAM

can not and does not guarantee its completeness or accuracy.

All rights, titles and interests in this material and any content contained herein are the exclusive properties of

SMAM, except as otherwise stated. It is strictly prohibited from using this material for investments,

reproducing/copying this material without SMAM’s authorization, or from disclosing this material to a third party.
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