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In the doldrums

Big US crude inventory draw
G7 and Australia agrees US$60 price cap on Russian oil
S&P Global provides bearish view on chemical sectors

OPEC+ keeps oil quotas unchanged

Brent crude oil price were steady w-w at US$85/bbl as the market is waiting for
the outcome from OPEC+ meeting and response from Russia following G7
and Australia agree to put a price cap on Russia crude at US$60/bbl.

Big US crude inventory draw

US commercial crude oil inventory turned into a draw of 12.6m bbls w-w
against 2.8m bbls draw expected by the market. The drop was attributed
to refiners who continued to boost activity to counter low U.S. inventories
headed into the winter heating season

Gasoline and distillate inventories show another large build of 2.7m and

3.5m, respectively.

US crude oil production was steady w-w at 12.1k bd

G7 and Australia agrees US$60 price cap on Russian oil

The G7 and Australia have agreed to put a cap on Russian oil prices
of US$60 per barrel. A deal was struck on Friday after Poland, which had
been holding out for a harsher cap, came on board.

The US$60 price is lower than the level at which Russia currently
sells its crude oil. Russia flagship Ural crude is now at US$65/bbl. The
functioning of the price cap mechanism will be reviewed every two
months. The aim is for the cap to be set at a level which is at least 5%
below the market price for Russian crude. Note that if the price cap above
current prices for Urals, Russian exports will continue to flow. The price
cap would override EU sanction on Russia oil which will be effective on 5t

December.

The key question now is how Russia responds. Putin has threatened
to cut production, which could drive up global oil prices, and to not supply
countries that sign up to the cap.

News Update

Ex 1: US Weekly data

(m bbls) Weekly change
Crude Oil -12.580
Gasoline 2.769
Distillates 3.547
(kbpd) Weekly change
Production 0.0
Refinery Runs +228

Consensus Last
week

-2.758  -3.691
1.625 3.058
1457 1718

% Change Current
number

0.0% 12,100
+1.4% 16,638

Source: EIA

Ex 2: Russian Ural Crude Price

(US$/bbl) Ural crude Price cap

140 1

120 A

100 A

80 1

60 £

40 A

20 A

0 — T — —T —
N N N AN N N N N N N N
g g g q g q g o o o d
c & & £ X & 35 5 & 5 2 O
Se2<<L£E35280 28

Source: Bloomberg

THANACHART SECURITIES



THAILAND’s TOP LOCAL KNOWLEDGE

Tuesday, December 06, 2022

S&P Global provides bearish view on chemical sectors

IRPC invited S&P Global commodity insights to provide chemical outlook last week

and below are our key takeaways.

Bearish tone despite China reopens in 2H23F. S&P Global expects PE and
PP market to continue to be oversupplied in 2023F due to lag impact from
major wave of supply addition since 2020 while demand is expected to remain
weak. They also have bearish chemical demand outlook due to ongoing
inflationary pressure while China zero-COVID policy looks likely to remain
unchanged. The agency forecast world GDP growth of 2% in 2023F.

Weak margins prolonged into 2023F. With oversupply market situation, S&P
Global forecast PE-ethylene margin to recover to zero in 2023F from negative
margin in 2022F while expect PP-propylene spread at cash cost level of
US$100/t from zero to c. US$50/t in 2022F.

Recovery could be in 2-3 years. S&P global forecast global ethylene
operating rate to be near 80% 2023F and expects recovery from 2027F
onward. This is comparing to nearly 90% in 2018-19 and 85% in 2020.
Propylene chains oversupply situation is even worse given more capacity
addition. Global propylene operating rate is projected to decline to 72% by
2025F from 75% in 2021 and 80% in 2018-20.

Our take. We believe it's better to wait for a sign of margin recovery despite we
see limited downside at current margin. We have a BUY rating on IRPC and
PTTGC but SELL on SCC due to a more expensive valuation.

OPECH+ keeps oil quotas unchanged

OPEC+ keeps oil quota unchanged. OPEC and its Russian-led allies will
maintain their production quotas for now. The decision means the 2 m b/d
cut in quotas from October levels until the end of 2023 will remain in place.

Several uncertainties keep decision unchanged. We believe this is
largely because of many uncertainties are still in place which mainly stems
from EU embargo on Russian crude imports and the G7 price cap. Note
that its key ministers will next meet on Feb. 1 for a monitoring committee
while a full meeting is scheduled for June 3-4.
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Ex 3: Prices And Spreads

(US$/bbl) Sep-22  Oct-22 Nov-22

Upstream

Dubai 71 77 97 108 99 88 91 90 85 81 80
Brent 73 79 98 112 98 92 91 94 91 85 85
Henry hub (US$/mmbtu) 3.7 4.3 4.9 7.8 8.2 6.7 8.2 6.7 6.8 7.7 6.9
NEX coal price (US$/t) 165 185 266 364 416 371 439 393 347 346 399

Crack spreads over Dubai

Gasoline 11.6 15.5 17.8 35.0 13.2 8.1 6.9 3.8 12,5 13.0 15.5
Jet fuel 5.3 10.2 16.2 39.2 324 33.6 29.9 32.2 35.0 35.7 36.3
Diesel 54 11.4 19.6 43.1 35.2 41.8 33.9 42.6 40.9 41.5 38.9
High-sulfur fuel oil 1.6 3.2 (2.1) (13.1) (22.2) (14.1) (24.7) (29.0) (21.0) (20.0) (18.0)
Singapore complex GRM 4.0 6.4 8.4 22.0 6.9 6.0 3.5 3.4 8.6 9.3 111
(US$/tonne)

Aromatics spreads

PX-naphtha 240 134 192 364 367 327 393 352 297 273 264
BZ-naphtha 317 196 196 353 263 153 244 191 114 104 95

Olefin spreads

HDPE-naphtha 462 509 413 444 370 341 361 364 313 293 314
LDPE-naphtha 740 890 731 781 607 488 546 514 435 413 434
PP-naphtha 548 558 419 431 352 302 383 304 248 233 244
Others

Integrated PET 185 345 297 302 303 203 276 229 203 217 232
ABS-naphtha 1,712 1,565 1,108 1,088 888 763 851 812 703 683 704
Phenol-BZ 255 333 421 193 233 308 320 361 255 234 244
BPA -Phenol 2,074 1,198 843 625 369 395 415 412 377 393 370

Sources: TOP, Bloomberg

Ex 4: Valuation

Rating Current Target Upside/ Market Norm EPS grw Norm PE  EV/EBITDA — P/BV — — Yield — — ROE —

price price (Downside) cap 22F 23F 22F 23F 22F 23F 22F 23F 22F 23F 22F 23F

(Bt)  (BY) (%) USSm) (%) (%) X)) X K X)) X)) (k) (k) (%) (%)
BCP BUY 3225 37.00 147 1277 1892 (492) 33 66 26 39 07 06 56 37 223 99
ESSO BUY 1250 16.00 280 1,244 na (370) 44 69 38 55 15 15 120 61 418 216
IRPC BUY 3.04 440 447 1,787 (70.7) 4891 542 92 120 69 07 07 50 54 13 73
IVL HOLD 4175 46.00 102 6,742 930 (266) 59 81 54 61 12 11 48 36 224 143
OR SELL 2430 20.00 (17.7) 8,387 278 (14.0) 207 241 112 122 26 25 14 12 134 105
PTT BUY  33.00 4200 273 27111 (500 44 112 107 43 41 09 09 61 61 82 83
PTTEP HOLD 18250 159.00 (12.9) 20839 770 (154) 93 110 33 37 15 14 33 38 175 134
PTTGC BUY 4675 56.00 198 6,063 74 (219) 69 89 75 75 07 06 53 47 95 73
scc SELL  334.00 300.00 (10.2) 11,528 (37.1) (20) 136 139 131 112 11 10 37 36 80 75
SPRC BUY 1180 14.50 229 1472 na (344) 56 86 38 45 13 12 102 58 244 145
TOP BUY 5575 70.00 256 3,582 4168 (483) 40 77 54 103 08 07 54 55 208 96

Sources: Company data, Thanachart estimates
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