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Crude Oil rose toward $66 at NYMEX after the U.S. announced a tougher 
crackdown on Iran, seeking to choke off the OPEC member’s crude exports. 
Even though Saudi Arabia promised to help ensure global markets remain 
adequately supplied, the move stirred fears of shortages and escalating 
military tensions in the Gulf. 
 
Oil had already climbed almost 40 percent this year as the Organization of 
Petroleum Exporting Countries and its partners reduced production, both 
through deliberate cuts and internal strife in a number of members. Iran’s 
output has been sliding since American sanctions were reimposed last year, 
while Venezuela’s plunged because of a chronic economic crisis and Libyan 
exports are imperilled by a new round of fighting. 

 
 
Zero Iranian exports will naturally have an impact on the actual supply in the market at a time that heavy oil supplies are less than usual. This is also 
happening as summer approaches and the U.S. demand for gasoline hits the peak” resulting in “significant consequences on the oil market and prices. The 
U.S. government, which reimposed sanctions on Iran late last year after President Donald Trump quit a nuclear accord with the Islamic Republic, won’t renew 
waivers for eight countries when they expire on May 2. 

Although Trump’s administration had already made clear its desire to drive Iranian crude exports to zero, the halt is much more sudden than widely 
anticipated. Pompeo said he’s confident the oil market will remain stable and that Saudi Arabia -- the world’s biggest crude exporter -- along with the United 
Arab Emirates and the U.S. itself will provide an “appropriate supply” of oil. Saudi Energy Minister Khalid Al-Falih said the kingdom and other suppliers will 
ensure the market doesn’t get out of balance. 
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Pain for Buyers  
The current set of waivers expiring on May 2 allowed China, India, Japan, South Korea, Italy, Greece, Turkey and Taiwan to continue importing Iranian crude 
without being subjected to retaliatory U.S. sanctions. With the end of the waivers, the buyers face being cut off from the American financial system if they 
continue purchases. 
 

 

Iran is exporting currently about 1.4 million barrels a day to just five nations -- 
China, India, Japan, South Korea and Turkey -- compared with 2.9 million barrels 
a day before the first round of sanctions was imposed last year.  
 
What the waivers allowed: 
 
China -- oil imports of as much as 360,000 barrels a day  
India -- as much as 300,000 b/d of crude purchases  
South Korea -- 200,000 b/d of condensate, an ultra-light oil  
Japan -- exempted volume unknown; shipping data shows it bought 108,000 
b/d that loaded in March  
Turkey -- about 60,000 b/d  
Taiwan -- volume unknown; nation’s refiners said previously they don’t plan to 
buy anything even with waivers 
. 

 
Of the buyers, Asian nations India, South Korea, China and Japan are likely to be the hardest hit. If crude prices go higher, the budget deficit in import-
dependent nations may also worsen and inflation could accelerate.  
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If Sanctions Cut Iran's Oil Exports To Zero, Would OPEC+ Really Fill The Void? 
The Organization of Petroleum Exporting Countries and allied producers such as Russia “could easily come in and fill the gap caused by any reduction in Iran 
exports. The elimination of waivers will probably remove about 700,000 to 800,000 barrels a day from the oil market in the near term. Saudi Arabia will 
assess the impact of the U.S. decision on the oil market before raising output, according to one of the people. The biggest producer in OPEC can pump an 
additional 1 million barrels a day within a short period. For the current six month OPEC agreement, Saudi Arabia has actually claimed to be producing below 
its allocated 10.3 million barrels per day.  
 
Therefore, until the end of June, Saudi Arabia can overproduce because OPEC judges compliance based on a 6 month production average. However, the OPEC 
and non-OPEC countries meeting in Vienna in June care about Saudi Arabia's production for the next 6 months (July through December). If Saudi Arabia looks 
like it has committed to producing at a certain level in agreement with the United States, Saudi Arabia will lose leverage. So, we know Saudi Arabia has the 
ability to come to an agreement with the U.S. to compensate for lost exports from Iran. However, this would harm Saudi Arabia's position of power within 
OPEC, at least for the time being. 
 
The U.A.E. can increase output to 3.5 million barrels a day from a current level of 3.045 million. OPEC and allied suppliers including Russia agreed to limit their 
production until the end of June to buttress crude prices and avert a glut. They are due to meet next month to assess the market and again in June to decide 
whether to extend the cuts. Russia’s Economy Ministry sees its crude and condensate output increasing slightly in 2019 to 558 million tons, or 11.21 million 
barrels a day, according to its five-year outlook. Russia produced 556 million tons in 2018. 
 
View Ahead 
I don’t expect OPEC+ countries or Saudi Arabia particularly to open its oil supply taps overnight to help the US take Iran’s crude exports to zero. For short 
term, prices are likely to continue its upside towards $70 at NYMEX and Rs 4800 at MCX due to positive undertone.  
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DISCLAIMER: 
 
Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio management and marketing investment products including mutual funds, life & general insurance and as such prepares and 
shares research data and reports periodically with clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any other 
applicable directives, instructions or guidelines issued by the Regulators from time to time. Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public offer, providing a 
basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable sources believed to be true. The information is provided merely as a complementary service and do not constitute an offer, 
solicitation for the purchase or sale of any financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind. Research data and reports published/ emailed/ text messaged via Short Messaging 
Services, Online Messengers, WhatsApp etc/transmitted through mobile application/s, including but not limited to FLIP™, Video  Widget, telephony networks, print or electronic media and or those made available/uploaded on social networking sites (e.g. Facebook, 
Twitter, LinkedIn etc) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are 
not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of a ny use made of this information. Though disseminated to clients simultaneously, not all clients may receive the reports at the same time. MNCL 
will not treat recipients as clients by virtue of their receiving this report. The reports include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available information. These projections 
and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this 
reports should be evaluated keeping in mind the fact that these- -are based on estimates and assumptions & are subject to significant uncertainties and contingencies, • -will vary from actual results and such variations may increase over a period of time, • -are not 
scientifically proven to guarantee certain intended results & are not published as a warranty and do not carry any evidentiary value., • -are not based on certain generally accepted accounting principles, • -are not to be relied on in contractual, legal or tax advice. 
Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as 
opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals. Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent 
that it is accurate or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical error by our sources of transmission of Reports/Data, we do not guarantee the accuracy, 
adequacy, completeness or availability of any information and are not to be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers , directors and employees including the 
analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of 
the information contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information do not constitute scientific publication and do not carry any evidentiary value whatsoever. The reports 
are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe 
these restrictions. Opinions expressed therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to update on a reasonable basis the information discussed in the 
reports, there may be regulatory, compliance, or other reasons that prevent us from doing so. The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the entire risk of any 
use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in such reports (including the merits and risks involved). 
Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any 
advice or recommendation in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to in research reports and the income from them may 
fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of options. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or 
income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. The recommendations in the reports are based on 12 month horizon, unless otherwise specified. The 
investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at 
appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed in the reports are subject to change but we have no obligation to tell our clients when our opinions or recommendations change. 
The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. The reports are issued by MNCL without any liability/undertaking/commitment on the part of itself or any of its entities. Recipients of the 
research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons 
involved in the preparation or issuance of reports/data/material, may, from time to time have 'long' or 'short' positions in,  act as principal in, and buy or sell the securities thereof of companies mentioned therein or be engaged in any other transaction involving such 
securities and earn brokerage or other compensation or act as market maker in the financial instruments of the company/ies discussed therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with respect to any 
recommendation and related information and opinions. We further undertake that- No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity. • MNCL, Research analysts, persons 
reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject company. MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or 
more in the subject company’s securities, at the month immediately preceding the date of publication of this research report.  Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed 
their original capital. The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings 
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