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Energy
US crude oil inventories: The API reported yesterday that US crude oil inventories increased by
6.55MMbbls over the last week, compared to market expectations for a draw of around 750Mbbls.
Large builds were also reported in both gasoline and distillate fuel oil, with inventories increasing
3.64MMbbls and 2.57MMbbls, respectively. The crude build stands out in particular, given that the
Saudis appear to have had a strategy since November to reduce flows to the US. The more widely
followed EIA numbers will be released later today.   

Further oil supply risk: The oil market has been under pressure in recent days, despite the growing
risk around Venezuelan supply. The opposition leader in the country has declared himself the
president, something that a number of countries have recognised, including the US. Any disruption
in Venezuelan oil supply will be felt by the market, especially by US Gulf refiners who rely on this
heavier crude oil. This potential risk highlights an issue that refiners are already facing, and that is
the trend of processing lighter crude oil, given that this is where the bulk of oil supply growth has
come from, whilst we have seen disruptions/cuts in heavier grades. This can have an impact on
refinery yields and is a factor that is only likely to become more pressing when IMO regulations
come into force in 2020, which is expected to lead to a significant increase in demand for middle
distillates.   

Metals
Chinese alumina trade:  Chinese customs data shows that alumina exports from the country fell
from 286kt in November to 177kt in December 2018. In fact, full year 2018 net exports totalled
992kt, compared to net imports of around 2.8mt in 2017. Higher prices in the world market, as a
result of several disruptions, have supported this switch from net importer to net exporter.
Assuming the Alunorte refinery returns to full operations in the coming months, this could put
some downward pressure on Chinese flows moving forward.

Aluminium cancelled warrants: Cancelled warrants of LME aluminium stocks have jumped by 49%
over the last two days to 398kt, with the bulk of the cancellations occurring in Asia. The increase in
cancellations has been fairly supportive for the flat price, with LME aluminium trading above
US$1,900/t at one stage yesterday, although it has since fallen back below.
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