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  “At all costs” 

 

◼ An unexpected inventory build 

◼ China to secure fuel supplies “at all costs” 

◼ Highlights from OPEC’s World Oil Outlook 2021 

◼ En Plus: Things are looking up in the tanker market 

 

By far the biggest news in recent days was the Chinese government’s order to 

the country’s top energy companies to secure fuel supplies for winter “at all 

costs”.  The news drove coal and gas prices to fresh record highs while Brent 

oil price approached $80/bbl.  For this week, all eyes will be on OPEC+ 

meeting.  Market expects another 400kbd production increase for November. 

An unexpected inventory build 

▪ For the week ending 24 September 2021, US commercial crude oil 

inventory unexpectedly increased by nearly 4.6m bbls against consensus 

expectation of a 1.6m bbls draw.  Product inventories also increased w-w 

with gasoline inventories up by 0.2m bbls and distillate inventories up by 

0.4m bbls. 

▪ US crude oil production continued to rebound post Hurricane Ida.  Output 

grew 500kbd w-w to 11.1mbd. 

▪ US petroleum products supplied declined 754kbd to 20.4mbd.  Leading 

the decline were distillate fuels and “other oils.”  

▪ Baker Hughes reported that US oil rig count increased by 7 rigs w-w to 

428 rigs as of 1 October.  

China to secure fuel supplies “at all costs” 

The Chinese government ordered its energy firms to step up efforts to secure 

fuel supplies for the coming winter. 

▪ “At all costs”:  According to Bloomberg, the order came directly from 

Vice Premier Han Zheng after an emergency meeting with state-owned 

assets regulator and economic planning agency.  This follows a severe 

power crunch as two thirds of the provinces grapple with rolling blackouts. 

▪ Market reaction:  Reactions to the news were dramatic and immediate as 

coal and gas prices both touched fresh record highs.  Newcastle coal 

futures, the main benchmark for Asia Pacific coal trade, shot up to well 

over $220/ton as of Friday’s close.  Asian spot LNG price also touched an 

all-time high of over $34/mmbtu.  Brent oil price reached $80/bbl before 

pulling back slightly even though oil is not typically used in heating or 

electricity generation. 

▪ Our view:  With demand picking up seasonally and supplies remaining 

tight, we believe coal and gas prices will remain elevated, if not increase 

further, in the months ahead.   

 

 

Ex 1: U.S. crude oil inventory w-w change 
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Ex 2: U.S. oil rig count w-w change 
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Ex 3: Global energy supply grth. 2020-45F 
 

Fuel Growth Share of total (%) 

 (% p.a.) 2020 2045F 

Oil 0.7 30.0 28.1 

Coal -0.7 26.5 17.4 

Gas 1.2 23.3 24.4 

Nuclear 1.7 5.2 6.2 

Hydro 1.4 2.7 3.0 

Biomass 1.2 9.9 10.5 

Other renew. 7.0 2.5 10.4 

Total 1.0 100.0 100.0 
 

Source: OPEC WOO 2021 

Note:  Other renewables include solar, wind and 
geothermal energy 
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Highlights from OPEC’s World Oil Outlook 2021 

OPEC released its annual World Oil Outlook publication last week.  Below are some 

of the key highlights from the report. 

▪ Energy demand growth:  OPEC forecasts total energy demand to grow 28% 

cumulative (1% p.a.) from 2020 to 2045F.  This will be driven solely by growing 

demand in developing countries whereas demand in developed economics is 

expected to stay flat over the forecast period.    

▪ Oil still reigns:  OPEC believes oil will remain the largest source of energy, 

accounting for 31% of total energy needs by 2025F before declining to 28% in 

2045F.   

▪ Renewables to see fastest growths:  OPEC expects growth in “other 

renewables” (solar, wind and geothermal energy) of 7% p.a. in 2020-45F, by far 

the fastest among all energy sources.  This category will account for 10% of 

total energy needs by 2045F compared to just 2.5% in 2020.   

▪ Coal vs natural gas:  Coal demand is expected to peak in 2025F and gradually 

decline thereafter though the pace of decline is very slow.  Cumulative growth 

rate in 2020-45F is expected to be -0.7% p.a.  Natural gas, on the other hand, 

is expected to provide nearly 30% of additional energy supply over the next 25 

years with implied growth rate of 1.2% p.a.   

En Plus:  Things are looking up in the tanker market 

Global oil tanker market is slowly recovering with spot rates approaching or 

exceeding year highs across all major routes. 

▪ Rates nearing or at YTD highs:  The benchmark Arab Gulf - China (TD3) rate 

is nearing YTD high at WS41 vs almost WS43 at the very beginning of the year.  

Shipping rate from West Africa to China (TD15) is notching WS43, surprising 

YTD’s previous highs of close to WS42.  Rates from Arab Gulf to US Gulf Coast 

(TD1) is at close to WS21, nearing YTD high of almost WS22 at the start of 

January. 

▪ A long way to go:  While rates have been firming up across the board, they 

remain at depressed levels with daily earnings still below cash opex for most 

ship owners.  Shipping volume also remains well below pre-COVID level.  For 

example, W. Africa – China route is seeing just 29m bbls of crude flow this 

month compared to nearly 40m bbls per month in 2019 according to Vortexa. 
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Ex 4: Prices And Spreads 
 

(US$/bbl) 4Q20 1Q21 2Q21 3Q21 QTD  Jul-21 Aug-21 Sep-21 MTD Last 

Oil prices            

Dated Brent 44.53  60.84  68.63  72.94  79.55   74.22  70.02  74.72  79.55  79.55  

Dubai 43.87  59.70  66.43  71.31  75.68   72.79  68.91  72.36  75.68  75.68  

WTI 42.74  58.07  66.10  70.52  75.88   72.43  67.71  71.54  75.88  75.88  

            
Crack spreads over Dubai            

Gasoline 5.20  7.49  10.67  12.41  13.12   11.71  12.72  12.79  13.12  13.12  

Jet fuel 3.79  4.25  5.36  5.80  10.95   4.44  5.16  7.82  10.95  10.95  

Diesel 4.53  5.37  6.09  7.48  10.43   6.54  7.21  8.71  10.43  10.43  

High-sulfur fuel oil (1.02) (4.28) (6.80) (5.42) (3.09)  (8.13) (5.62) (2.49) (3.09) (3.09) 

            
Refining margins            

FCC / Dubai 1.07  1.21  0.95  0.85  2.54   0.56  0.83  1.15  2.54  2.54  

Hydrocracking / Dubai 0.52  0.71  0.77  1.11  3.36   0.74  0.92  1.69  3.36  3.36  

FCC / Espo (0.33) 1.47  1.55  1.24  2.93   0.96  1.22  1.54  2.93  2.93  

FCC / Arab Light 1.45  0.56  (0.51) (0.64) 1.05   (0.93) (0.66) (0.34) 1.05  1.05  

Hydrocracking / Murban 1.17  2.29  2.81  3.41  5.66   3.03  3.22  3.98  5.66  5.66  

            
(US$/tonne)            

Aromatics spreads            

PX-naphtha 136  185  232  229  229   230  256  200  200  186  

BZ-naphtha 119  191  367  350  350   372  333  341  341  286  

            
Olefin spreads            

HDPE-naphtha 608  583  576  462  462   432  499  462  462  446  

LDPE-naphtha 780  959  936  821  821   754  864  862  862  836  

PP-naphtha 695  771  709  557  557   552  594  527  527  526  

            
Ethylene-naphtha 463  416  406  304  304   284  279  355  355  371  

Propylene-naphtha 499  461  436  294  294   281  323  281  281  256  

            
Henry Hub Gas (US$/mmbtu) 2.76  2.73  2.97  4.32  5.62   3.82  4.03  5.11  5.62  5.62  

Coal (Newcastle) (US$/tonne) 66.20  87.47  106.49  165.89  228.00   146.01  167.19  184.41  228.00  228.00  
 

Source: Bloomberg 

  

Ex 5: Valuation 
 

  Rating Current Target Upside/ Market Norm EPS growth — Norm PE — EV/EBITDA — Yield — 

    price price (Downside) cap 2021F 2022F 2021F 2022F 2021F 2022F 2021F 2022F 

    (Bt) (Bt) (%) (US$ m) (%) (%) (x) (x) (x) (x) (%) (%) 

BANPU BUY 13.00  20.00  53.8  1,962  na 21.5  8.2  6.7  5.6  5.1  4.6  5.9  

BCP SELL 27.50  21.00  (23.6) 1,126  na na na 25.2  9.0  7.0  0.0  2.2  

ESSO SELL 8.25  6.90  (16.4) 849  na na na 151.2  37.9  21.5  0.0  0.3  

IRPC BUY 4.20  5.10  21.4  2,552  na 9.6  15.0  13.7  9.2  8.5  4.0  4.4  

IVL BUY 44.00  52.00  18.2  7,345  169.1  (0.9) 14.3  14.4  8.5  9.1  2.5  2.4  

PTG BUY 16.20  22.00  35.8  804  (3.6) 11.8  15.1  13.5  7.2  6.8  3.3  3.7  

PTT BUY 38.75  50.00  29.0  32,910  182.0  5.2  10.3  9.8  4.6  4.2  4.8  5.1  

PTTEP BUY 117.50  140.00  19.1  13,870  68.1  15.8  13.0  11.2  4.1  3.7  4.6  5.4  

PTTGC BUY 63.50  86.00  35.4  8,513  219.4  (1.2) 11.7  11.9  7.1  6.9  5.1  5.0  

SPRC SELL 10.10  7.20  (28.7) 1,302  na na na 131.1  23.6  17.5  0.0  0.3  

SUSCO BUY 3.18  4.80  50.9  104  3.0  23.4  14.9  12.1  6.3  5.1  3.4  4.1  

TOP SELL 53.50  48.00  (10.3) 3,245  na 6.1  27.2  25.6  17.7  18.4  1.7  1.8  
 

Sources: Company data, Thanachart estimates 
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This report is prepared and issued by Thanachart Securities Public Company Limited (TNS) as a resource only for clients of TNS, Thanachart Capital 

Public Company Limited (TCAP) and its group companies. Copyright © Thanachart Securities Public Company Limited. All rights reserved. The report 

may not be reproduced in whole or in part or delivered to other persons without our written consent.  
 

This report is prepared by analysts who are employed by the research department of TNS. While the information is from sources believed to be reliable, 

neither the information nor the forecasts shall be taken as a representation or warranty for which TNS or TCAP or its group companies or any of their 

employees incur any responsibility. This report is provided to you for informational purposes only and it is not, and is not to be construed as, an offer or 

an invitation to make an offer to sell or buy any securities. Neither TNS, TCAP nor its group companies accept any liability whatsoever for any direct or 

consequential loss arising from any use of this report or its contents.  
 

The information and opinions contained herein have been compiled or arrived at from sources believed reliable. However, TNS, TCAP and its group 

companies make no representation or warranty, express or implied, as to their accuracy or completeness. Expressions of opinion herein are subject to 

change without notice. The use of any information, forecasts and opinions contained in this report shall be at the sole discretion and risk of the user.   
 

TNS, TCAP and its group companies perform and seek to perform business with companies covered in this report. TNS, TCAP, its group companies, 

their employees and directors may have positions and financial interest in securities mentioned in this report. TNS, TCAP or its group companies may 

from time to time perform investment banking or other services for, or solicit investment banking or other business from, any entity mentioned in this 

report. Therefore, investors should be aware of conflict of interest that may affect the objectivity of this report.   
 

Note: Thanachart Securities Public Company Limited act as a Market Maker and Derivative Warrants Issuer. At present, TNS has issued  96 Derivative 

Warrants which are  ACE16C2111A, ACE16C2201A, ADVA16C2110A, ADVA16C2201A, AEON16C2201A, AEON16C2201B, AMAT16C2112A, 
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GUNK16C2110A, GUNK16C2112A, GUNK16C2201A, HANA16C2112A, INTU16C2201A, IRPC16C2110A, IRPC16C2112A, IVL16C2110A, 
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AMATA, AOT, BAM, BANPU, BBL, BCH, BCPG, BGRIM, CBG, CHG, COM7, CPALL, CPF, DELTA, DOHOME, DTAC, EA, EGCO, GLOBAL, GPSC, 
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RBF, RS, SAWAD, SCB, SCC, SCGP, SPRC, SET50, STA, STEC, STGT, TASCO, TOP, TU).   Since TNS covers those underlying securities in 

research report, consequently TNS incurs conflicts of interest. Moreover, Investors are advised to carefully review the details and information in the 

prospectus before making investment decisions. 
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Recommendation Structure:  
 

Recommendations are based on absolute upside or downside, which is the difference between the target price and the current market price. If the 

upside is 10% or more, the recommendation is BUY. If the downside is 10% or more, the recommendation is SELL. For stocks where the upside or 

downside is less than 10%, the recommendation is HOLD. Unless otherwise specified, these recommendations are set with a 12-month horizon. Thus, it 

is possible that future price volatility may cause a temporary mismatch between upside/downside for a stock based on the market price and the formal 

recommendation. 
 

For sectors, an “Overweight” sector weighting is used when we have BUYs on majority of the stocks under our coverage by market cap. “Underweight” 

is used when we have SELLs on majority of the stocks we cover by market cap. “Neutral” is used when there are relatively equal weightings of BUYs 

and SELLs. 
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