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Corona virus: The new virus in Oil Markets! 

Highlights: 

 Wuhan city suspends all public transportation services, shuts airport 

 China Q1 jet fuel demand growth may slow to 3% from 7%-8% average 

 Hong Kong's jet fuel imports fell 37% on year at height of SARS 

 China add 9 cities to transportation ban, 32 Million people now impacted 

Oil is bearing the brunt of anxiety and slid to 11 months low over concerns related to spread of Corona virus from 

China ahead of the Lunar New year holidays, the biggest human migration in the world. It is currently spreading to 

places like U.K, U.S. and Taiwan, but the question to ponder was how this social crisis brought a huge sell off in Crude 

oil. The answer was the by-product of crude i.e. Jet fuel which will get impacted by lower demand if it stunts 

economic growth in China and let’s not forget the fact that China is largest consumer for Crude oil.  Oil markets have 

always been obsessed with Chinese economy as Chinese oil demand is growing by 5.5% p.a at 13.5Mbpd in 2018. At 

least 17 people have died and almost 600 have been sickened. China also had to isolate Huanggang city, a city with a 

population of 7.5 million people.  

With Wuhan and now Huanggang city on lockdown, 

the fear is that food and medical supplies will become 

thin and that we could see more travel bans 

throughout China. Remember, Wuhan is the largest 

city in central China and major transportation hub. 

Officials in China have linked the initial infections to a 

Wuhan seafood and wildlife market, which has been 

closed since January 1 to prevent further spread of 

the illness. The spread of virus comes ahead of Lunar 

New Year celebration, which begins on Jan. 25 and 

can last through to the Feb. 8 Lantern Festival. It’s a 

significant travel period for the Chinese, raising the 

potential for further spread of the illness. The oil 

markets suffered the whole year with common theme 

of global demand slowdown but this months, 

investors had some expectation for the demand to 

boost as Lunar new year holiday in China is normally a 

boom for travel industry when gasoline and jet fuel 

consumption typically spikes. 
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More than 90 million people are estimated to move more than 100 km during this period by road, railways or air 

each day.   The perception or fear to catch the virus, markets will see immediate reaction of people stopping 

travelling to some extent. This is enough to bring economic slump and create ripples in world economy as people 

change travelling, purchasing and trading patterns. 

Demand: 

The potential for a pandemic has stirred memories of the Sudden Acute Respiratory Syndrome (SARS) outbreak in 

2002-03 started in China caused a slump in travel. For Coronavirus, it is estimated for virus to impact into 2020 

volumes, leading to slowdown of 260,000 Bpd, including a 170,000 Bpd of jet fuel demand. But in disaster scenario, 

if it turns as contagious as SARS 2003, Global jet fuel demand will fall by 6,50,000-7,00,000 bpd for about 6 months.  

“The question isn’t whether the virus will deepen the oil demand, rather, the question is how much it will depress 

the oil demand” 

Considering series of travel and transportation restrictions, the 

country's overall oil product consumption could slip between 2% and 

8% on year over Jan-Feb this year. China demand for fuel in May 2003 

dropped around 35% on the year to 131,000 b/d in May 2003, a period 

for SARS epidemic. Along with China, several major cities could register 

a fall in demand for aviation fuel. Hong Kong experienced city's jet fuel 

imports tumble in Q2 2003, a period during which death toll peaked. 

The city imported 719,736 mt of jet fuel in Q2 2003, down 37.1%. SARS 

outbreak reduced annual traffic of Asian airlines by 8% in 2003 and Jet 

Fuel can take major hit as authorities cancel the flights in and out of 

Wuhun City.  

China's demand for jet fuel rose 7.3% YoY to 898,000 b/d during the Q1 

2019. However, the YoY demand growth for the fuel would slow to 3% 

in Q1 this year if the coronavirus persists till May, a significant 

slowdown compared to the average growth rate of around 7%-8% seen 

in previous years.  The other by product of crude: Gasoline will 

experience YoY decline in Q1 as Wuhan city, located in the central 

Hubei province which is considered one of the major transportation 

hubs along the Changjiang River. In this situation, driving activities will 

slowdown in main hubs like Beijing, Shenzhen and Shanghai where 

road traffic flow usually peaks in Q1 in festive period in China.   

Source: Reuters 

Source: Reuters 
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Outlook: 

The development over the next three weeks will be crucial for the crude oil markets as this has still not turned into 

epidemic. Once there is evidence that the outbreak is contained and thus the economic disruption is coming to an 

end, sentiment on oil should improve, bringing prices back up. But, if the number of cases getting infected 

increases, we might see further sell off in global markets.  We expect prices recovering like we experienced in 2003 

when prices were down nearly 20% at its trough during that epidemic, but the elevated level of fear ultimately 

subsided when pace of new cases reported slowed, with a total duration of the epidemic outbreak of 

approximately 5 months, before a quick recovery in regional activity.  

On Long term perspective, we expect prices to remain under pressure in first half of next year, due to a forecast 

increase in global oil inventories. Prices are expected to rise in second half of next year due to forecasted global oil 

inventory draws and demand growth on back of modest acceleration of global economic growth. However, any 

marginal recovery in demand as a consequence will prove insufficient to propel prices higher in light of sharp 

acceleration in global supply growth. We continue to believe from a demand point of view that NYMEX WTI should 

lower towards US$52/bbl over the course of this quarter, but risk remain as geopolitical premium might push crude 

prices higher on account of retaliation from Iran which might bring disruption for Crude supply and prices can rally 

towards US$56/bbl.  

 

 

Commodities Advisory Desk - +91 22 3958 3600 

 

commoditiesresearch@motilaloswal.com 

 

 

Shweta Shah Analyst- Energy shweta.vshah@motilaloswal.com 

 
 

 

 

 

 

 

 

 

 



 

Please refer to the disclaimer at the end of the report.                                                 4 | P a g e  

 

 

 

 

Commodity Disclosure & Disclaimer:  

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations). 

Motilal Oswal Financial Services Ltd. (MOFSL) is a SEBI Registered Research Analyst having registration no. INH000000412. MOFSL, the Research Entity (RE) as defined in the Regulations, is engaged in the business of providing Stock broking services, Investment Advisory Services, Depository participant services & distribution of 

various financial products. MOFSL is a subsidiary company of Motilal Oswal Financial Service Ltd. (MOFSL). MOFSL is a listed public company, the details in respect of which are available on 
www.motilaloswal.com. 
 
Motilal Oswal Financial Services Ltd.  (MOFSL) is a SEBI Registered Research Analyst having registration no. INH000000412. MOFSL, the Research Entity (RE) as defined in the Regulations, is engaged 
in the business of providing Stock broking services, Investment Advisory Services, Depository participant services & distribution of various financial products. MOFSL is a subsidiary company of 
Passionate Investment Management Pvt. Ltd. (PIMPL). MOFSL is a listed public company, the details in respect of which are available on www.motilaloswal.com. MOFSL (erstwhile Motilal Oswal 
Securities Limited - MOSL) is registered with the Securities & Exchange Board of India (SEBI) and is a registered Trading Member with National Stock Exchange of India Ltd. (NSE) and Bombay Stock 
Exchange Limited (BSE), Multi Commodity Exchange of India Limited (MCX) and National Commodity & Derivatives Exchange Limited (NCDEX) for its stock broking activities & is Depository participant 
with Central Depository Services Limited (CDSL) National Securities Depository Limited (NSDL),NERL, COMRIS and CCRL and is member of Association of Mutual Funds of India (AMFI) for distribution of 
financial products and Insurance Regulatory & Development Authority of India (IRDA) as Corporate Agent for insurance products. Details of associate entities of Motilal Oswal Financial Services Ltd.  are 

available on the website at http://onlinereports.motilaloswal.com/Dormant/documents/Associate%20Details.pdf 

Details of pending Enquiry Proceedings of Motilal Oswal Financial Services Limited are available on the website at https://galaxy.motilaloswal.com/ResearchAnalyst/PublishViewLitigation.aspx 

Terms & Conditions: 
1. This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person.  Persons into whose 
possession this document may come are required to observe these restrictions.  
2. This material is for the personal information of the authorized recipient and we are not soliciting any action based upon it.  
3. This report is not to be construed as an offer to sell or solicitation of an offer to buy any commodity or commodity derivative to any person in any jurisdiction where such an offer or solicitation 
would be illegal. 
4. It is for the general information of clients of MOFSL and MOCBPL. It doesn’t constitute a personal recommendation or take into account the particular investment objectives, financial situations, or 
needs of individual clients.  
5. The report and information contained herein is strictly confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media 
or reproduced in any form, without prior written consent of MOFSL. 
6. The report is based on the facts, figures and information that are considered true, correct, reliable and accurate. 
7. All such information and opinions are subject to change without notice.  
8. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. MOFSL will not treat recipients as customers by virtue of their receiving this 
report. 
9. We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness cannot be guaranteed.  
10. Neither MOFSL, nor any person connected with it, accepts any liability arising from the use of this document.  
11. The recipients of this material should rely on their own investigations and take their own professional advice. Price and value of the commodity referred to in this material may go up or down. Past 
performance is not a guide for future performance.  
12. Certain transactions including those involving commodity derivatives involve substantial risk and are not suitable for all investors.  
13. Reports based on technical analysis centers on studying charts of a commodity’s price movement and trading volume as opposed to focusing on a commodity’s fundamentals and as such may not 
match with a report on a commodity's fundamentals.  
14. Proprietary trading desk of MOFSL or its associates maintains arm’s length distance with Research Team as all the activities are segregated from MOFSL research activity and therefore it can have 
an independent view with regards to subject commodity for which Research Team have expressed their views. 
15. MOFSL or its associates or Research Analyst or his relatives may have Open Position in subject commodity. 
16. A graph of daily closing prices of commodities is available at http://www.moneyline.co.in/  
17. Opinions expressed are our current opinions as of the date appearing on this material only. Prospective investors and others are cautioned that any forward-looking statements are not predictions 
and may be subject to change without notice.  
18. The commodities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, 
financial positions and needs of specific recipient.  
19. This may not be taken in substitution for the exercise of independent judgment by any recipient. Each recipient of this document should make such investigations as it deems necessary to arrive 
at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the 
merits and risks of such an investment.  
20. The Company reserves the right to make modifications and alternations to this statement as may be required from time to time without any prior approval. MOFSL, its associates, their directors 
and the employees may from time to time, effect or have effected an own account transaction in, or deal as principal or agent in or for the commodities mentioned in this document. 
21. The views expressed are those of the analyst, and the Company may or may not subscribe to all the views expressed therein. 
22. The commodities described herein may or may not be eligible for trade in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to 
inform themselves of and to observe such restriction. Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special 
or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. The person accessing this information specifically agrees to exempt MOFSL or 
any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold MOFSL or any of its affiliates or employees responsible for any such misuse and 
further agrees to hold MOFSL or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any 
errors and delays. 
23. Certain transactions -including those involving futures, options, another derivative products as well as non-investment grade securities - involve substantial risk and are not suitable for all 
investors. 
24. MOFSL and its associate company(ies), their directors and Research Analyst and their relatives may (a) from time to time, have long or short positions in, and buy or sell the commodities 
mentioned herein or (b) be engaged in any other transaction involving such commodities and earn brokerage or other compensation or act as a market maker in the commodity/ (ies) discussed herein or 
have other potential conflict of interest with respect to any recommendation and related information and opinions. However the same shall have no bearing whatsoever on the specific recommendations 
made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the associates of MOFSL even though there might exist an inherent conflict of interest 
in some of the commodities mentioned in the research report. 
25. MOFSL and it’s associates and Research Analyst have not received any compensation or other benefits in connection with the research report. Compensation of Research Analysts is not based on 

any brokerage transactions generated by broking activities under Motilal Oswal group. 

Registered Office Address: Motilal Oswal Tower, Rahimtullah Sayani Road, Opposite Parel ST Depot, Prabhadevi, Mumbai-400025; Tel No.: 22 71934200/022-71934263; Website www.motilaloswal.com. 

Correspondence Office Address: Palm Spring Centre, 2nd Floor, Palm Court Complex, New Link Road, Malad (West), Mumbai- 400 064. Tel No: 022 7188 1000. 

Registration Nos.: Motilal Oswal Financial Services Limited (MOFSL)*: INZ000158836 (BSE/NSE/MCX/NCDEX); CDSL and NSDL: IN-DP-16-2015; Research Analyst: INH000000412. AMFI: ARN - 
146822; Investment Adviser: INA000007100; Insurance Corporate Agent: CA0579, PMS: INP000006712. Motilal Oswal Asset Management Company Ltd. (MOAMC): PMS (Registration No.: 
INP000000670); PMS and Mutual Funds are offered through MOAMC which is group company of MOFSL. Motilal Oswal Wealth Management Ltd. (MOWML): PMS (Registration No.: INP000004409) is 
offered through MOWML, which is a group company of MOFSL. Motilal Oswal Financial Services Limited is a distributor of Mutual Funds, PMS, Fixed Deposit, Bond, NCDs, Insurance Products and IPOs. 
Real Estate is offered through Motilal Oswal Real Estate Investment Advisors II Pvt. Ltd. which is a group company of MOFSL. Private Equity is offered through Motilal Oswal Private Equity Investment 
Advisors Pvt. Ltd which is a group company of MOFSL. Research & Advisory services are backed by proper research. Please read the Risk Disclosure Document prescribed by the Stock Exchanges 
carefully before investing. There is no assurance or guarantee of the returns. Investment in securities market is subject to market risk, read all the related documents carefully before investing. Details of 

Compliance Officer: Name: Neeraj Agarwal, Email ID: na@motilaloswal.com, Contact No.:022-71881085.  

* MOSL has been amalgamated with Motilal Oswal Financial Services Limited (MOFSL) w.e.f August 21, 2018 pursuant to order dated July 30, 2018 issued by Hon'ble National Company Law Tribunal, 
Mumbai Bench. Customer having any query/feedback/ clarification may write to query@motilaloswal.com. In case of grievances for Securities Broking write to grievances@motilaloswal.com, for DP to 

dpgrievances@motilaloswal.com 



 

Please refer to the disclaimer at the end of the report.                                                 5 | P a g e  

 

 


