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Crude oil is a naturally occurring unrefined petroleum product composed mainly of hydrocarbons that is extracted from geological formations beneath the Earth's surface. It has a long history of use dating back to the 18th century and is a finite resource with current reserves expected to last 53 more years. The price of crude oil is influenced by production and consumption levels globally, as well as geopolitical and economic factors. It is traded on commodities exchanges and its price impacts various industries and global markets.Read less
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	1. CRUDE
OIL
Vivek Bajaj
Presents
Know-It-All
  


	2. Vivek Bajaj Presents|  Crude Oil
What is Crude Oil?
Naturally occurring, unrefined petroleum product mostly composed of hydrocarbon deposits.
At present rate of production, earth has only enough crude oil for 53 years.
It is a finite resource, also considered to be a fossil fuel.
 


	3. Vivek Bajaj Presents|  Crude Oil
History of Crude Oil
1775
Kerosene, a petroleum product replaces
whale oil in North America by English
Colonies
First oil well built and world's first
pipeline opens
-Oil geyser producing 1,00,000 barrels a
day discovered.
-Bakelite invented, a plastic made from
petroleum.
Mid - Late 1800s Early 1900s
 


	4. Vivek Bajaj Presents|  Crude Oil
History of Crude Oil
1931
Great Depression hits. Oil prices
crash
Plastic production accelerates as US
enters World War II
OPEC (Organisation of Petroleum
Exporting Countries) formed
1941 1960
 


	5. Vivek Bajaj Presents|  Crude Oil
History of Crude Oil
1972
First recycling mill for residential plastic
opens
Toyota launches Prius hybrid car. GFC
hits. OPEC announces first production
cut. Tesla launches E-Vehicle.
Covid-19 Pandemic hits. Crude oil goes
into negative numbers.
2000s 2020
 


	6. Vivek Bajaj Presents|  Crude Oil
Types of Crude Oil
Sweet & Sour
Crude
Sweet & Sour refer to the sulfur content in
crude oil. Sweet if less than 0.5% sulfur
and vice-versa.
Sweet crude easier to refine, safer to
extract and transport. Causes less
damage to refineries and lower
maintenance cost.
Sweet crude command 15$ premium per
barrel over sour crude.
Light & Heavy
Crude
Light crude has low density, flows freely
in room temperature, low viscosity and
low specific gravity.
Light crude has presence of high
proportion of hydrocarbon and has low
was content.
Light crude oil is more expensive as it has
better yield of gasoline, diesel and less
hazardous environmentally
 


	7. Vivek Bajaj Presents|  Crude Oil
Major Crude Oil Benchmarks
WTI (West Texas
Intermediate)
REGION - Texas
Light and Sweet
It's gravity is around 40 on the
American Petroleum Institute (API)
gravity scale and low sulfur content.
REGION - North Sea
Light and Sweet
It's gravity is similar to WTI but sulfur
content is slightly higher. Closest in
quality to WTI.
Region - Middle East
Medium and Sour
Also, known as Fateh. Heavier than WTI
and Brent. Used in oil trading as a
benchmark for oil shipments in the
Middle East.
Brent Crude Dubai Crude
 


	8. Vivek Bajaj Presents|  Crude Oil
Other Crude Oil Benchmarks
Bonny Light
REGION - Nigeria
Light and Sweet
Benchmark for African oil. Similar to
WTI and Brent. Demand primarily driven
by European and American oil
refineries.
REGION - Middle East
Heavy and Sour
A weighted average of the mix of
crudes produced in the OPEC region.
Heavier than WTI and Brent.
REGION - Russa
Heavy and Sour
Representative of Russia's oil exports.
OPEC Reference
Basket
Urals
 


	9. MCX
Futures & Options
Equity
Stocks  with base as Crude
Oil
ETFs
Oil ETF
Where can
one trade
Crude Oil in
India?
Vivek Bajaj Presents| Crude Oil
 


	10. Contract
Size &
Expiry
PRICE QUOTE
Quotation  Base
Value - Rs per Barrel
LOT SIZE
100 Barrels
TICK SIZE & P/L PER TICK
Re 1
P/L = 1*100= Rs 100
EXPIRY
As per contract launch
calendar.
MARGIN REQUIREMENT
130K for 1 Lot (Approx)
TYPE
USD-INR Converted WTI
Vivek Bajaj Presents| Crude Oil
 


	11. Uses of Crude  Oil
Vivek Bajaj Presents| Crude Oil
 


	12. Factors Affecting
Crude Oil  Prices
PRODUCTION &
CONSUMPTION
SUPPLY &
DEMAND
NEW
RESOURCES
Vivek Bajaj Presents| Crude Oil
 


	13. Factors Affecting
Crude Oil  Prices
INVENTORY DATA
CONSUMPTION
PATTERNS
GLOBAL EVENTS
Vivek Bajaj Presents| Crude Oil
 


	14. Production &
Consumption
Saudi Arabia,  Russia and USA are biggest
producers of crude oil and also, exporters.
Saudi has the lowest marginal cost of
production.
USA, China, Japan and India are major
consumers of crude oil and also, importers.
Vivek Bajaj Presents| Crude Oil
 


	15. Supply & Demand
1)As  of 2019, the average American uses 3 gallons
of petroleum products everyday.
2)A 42 gallon of crude produces roughly 45 gallons
of petroleum which is used for all sorts of fuels
further down the road. Of this 13% is used for
consumer products.
3)Developing countries increasing their demand
with faster development.
4)Global nature of oil reduces price pressure from
supply and demand point of view.
5) OPEC production cuts and similar
announcements.
Vivek Bajaj Presents| Crude Oil
Positive Correlation with World GDP growth
Negative Correlation with Dollar Index
 


	16. New Resources
New resources  keep coming up from time to
time putting a downward pressure on prices
even during times of heavy demand. Example:
Canadian Oil Sands, US Shale oil, etc.
Extraction costs are higher for new resources
so competition lies in low supply, high price
environments.
Vivek Bajaj Presents| Crude Oil
Source : IFPEN and Rystad Energy
 


	17. Inventory Data
API inventory  is reported on Wednesday Morning at 2
a.m.
Data released tells us about combined draw or build of
crude oil, distillates and gasoline. Draw is bullish and
build is bearish barring extraordinary situations like a
storm, pipeline issues, etc.
MCX remains closed while WTI reacts overnight to the
data.
EIA data is reported at 8 p.m. Combined with API data,
the two decide price direction based on
excess/shortfall supply.
Vivek Bajaj Presents| Crude Oil
 


	18. Consumption
Patterns
International Energy Agency(IEA)  predicted an
increase in crude oil global demand in 2019.
Reasons were an increasing population,
greater energy consumption in developing
countries, growth in transportation,
petrochemical and aviation industries.
Basically, as consumption is increasing with a
growing population, demand for energy will
increase.
Vivek Bajaj Presents| Crude Oil
 


	19. Global Events
Unforeseen global  events may cause prices to
increase or decrease.
Example: Prices of oil rose sharply after the
Iranian revolution in the late 1970s.
Example: Prices hit a negative price after
storage was refused for crude inventory in
2020 during the COvid-19 Pandemic.
Vivek Bajaj Presents| Crude Oil
 


	20. Equity Stocks
Relationship
between Equity
and  Crude Oil
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Relationship
between Equity
and  Crude Oil
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Relationship
between Equity
and  Crude Oil
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	23. Equity Stocks
Relationship
between Equity
and  Crude Oil
Tyre, footwear,
logistics, lubricants,
arlines, refinery, etc.
are dependant.
Cost of logistics is
affected. Rise or fall
affects
transportation cost.
CAD is affected by
rise or fall in prices.
This affects import
heavy businesses.
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	24. Thank you!
Youtube
https://www.youtube.com/
vivekbajaj
Instagram
https://instagram.com/vivbajaj
Twitter
https://twitter.com/vivbajaj
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