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Overview of announced oil production cut and market reactions 

Oil cartel OPEC+, led by Saudi Arabia and Russia, on Wednesday agreed to impose their first deep output cuts of 2 million barrel 

per day since 2020 (about 2% of global oil production) from this November to raise oil price. This movement goes against the 

efforts by US and European Union (such as price cap on trade in Russian oil) in lowering oil price to help the global economy as 

well as curbed Russia’s fund for its war in Ukraine from the sale of crude. After the meeting, both Brent oil price and WTI traded 

up around 1.5% as market participants also had expected the cartel to impose output cuts between 500,000 and 2 million 

barrels. 

In response to the cut, the White House showed its disappointment as global economy is currently dealing with ongoing 

negative impacts from Russia’s invasion of Ukraine. President Biden also decided to release another 10 million barrels from the 

Strategic Petroleum Reserve in November.  

 

Oil price and domestic O&G outlook 

Although the oil output cut by OPEC+  could spur a short recovery in oil price, we believe it will have limited impact as OPEC+ 

has been producing more than 3 million below its agreed quota levels for months due to its lack of investment. Therefore, the 

actual cut will be lower and estimated to be around 1 million bpd while Goldman Sachs even put it at 0.4-0.6 mil bpd. Moreover, 

until the next OPEC+ meeting on Dec 4th, the fears of a global economic recession, increasing U.S. interest rates and a stronger 

dollar that have weakened the oil demand seems to have a larger impact on oil price than the cut at the moment, which then 

undedermine OPEC+ efforts to raise oil price. With that, oil price is expected to move in the range USD90-100 in the time 

coming.  

 

Regard the domestic O&G, the ongoing high oil price will continue to actively support the gas selling price of (HSX: GAS) after 

the company recorded a 98% increase in NPAT in 6M2022. In addition, the rig rental rate is expected to increase gradually and 

support (HSX: PVD) result partly in the time coming after the company recorded a loss for 2 consecutive quarters.   

For (Upcom: BSR), its NPAT increased strongly in 6M2022 by 3.5 times thanks to high crack spread, which came from supply 

tension and recovery in global demand. However, although still being at a high level, BSR's petroleum crack spread is gradually 

decreasing recently due to the aforementioned demand constraint and is expected to continue to decline in the coming years 

as China increases its export quotas for refined petroleum products. Therefore, its growth will be slowed down.  

For (HSX: PLX), it recorded a strong fall in NPAT 6M2022 by 90% due to increasing input cost and large provision on its 

inventories as oil price dropped. As oil price volatility increases given all the recent global event, the risk for PLX also surges as 

PLX has to maintain the reserve of petroleum in circulation for 20 days for consumption to ensure national energy security.  

 

The slow initiation of new oil & gas project had a negative impact on the workload of the Engineering & Construction segment 

and dragged the 6M2022 NPAT of (HNX: PVS)  down 23% YoY. The trend of shifting to renewable energy and impacts from the 

Covid-19 pandemic partly explain this delay. Regarding the future prospects, with the expectation that the Block B O Mon 

project will be put into operation from the beginning of 2024, the business results of PVD and PVS will be improved significantly. 
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DISCLAIMER 
 
 

Analyst Certification(s) 
 

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about any 
or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is, or will be directly or indirectly 
related to the specific recommendations or views expressed in this research report. 
 

Important Disclosures 
 

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in this report as its routine 
business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a result, the investor should be aware that ACBS 
may have a conflict of interest from time to time.  
ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative analysis, and 
trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other types of research 
products, whether as a result of differing time horizons, methodologies, or otherwise. 
 

Disclaimer 
 

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims all warranties of 
merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized recipients 
of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or soliciting offers to buy or sell any financial 
instrument.Without limiting any of the foregoing and to the extent permitted by law, in no event shall ACBS, nor any affiliate, nor any of their 
respective officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or consequential damages; or (b) any 
lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss, even if notified of the possibility of such 
damages, arising from any use of this report or its contents. Other than disclosures relating to ACBS, the information contained in this report has 
been obtained from sources that ACBS believes to be reliable, but ACBS does not represent or warrant that it is accurate or complete. The views in 
this report are subject to change, and ACBS has no obligation to update its opinions or the information in this report. 
Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS is not responsible 
for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report.  
The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared independently of 
any other interests, including those of ACBS. This report does not constitute personal investment advice or take into account the individual financial 
circumstances or objectives of the investors who receive it. The securities discussed herein may not be suitable for all investors. ACBS recommends 
that investors independently evaluate each issuer, securities or instrument discussed herein and consult any independent advisors they believe 
necessary. The value of and income from any investment may fluctuate from day to day as a result of changes in relevant economic markets (including 
changes in market liquidity). The information herein is not intended to predict actual results, which may differ substantially from those reflected. 
Past performance is not necessarily indicative of future results.  
This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Otherwise it will be 
considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such breach (if any). 
In the event that the distribution and/or receipt of this report is prohibited by the investor’s jurisdiction, the investor shall dismiss this report 
immediately otherwise it will be at his/her own risks. 
ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investors should seek advice 
based on their particular circumstances from an independent tax advisor. This report may contain links to third-party websites. ACBS is not 
responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on such third-
party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report does not imply any 
endorsement by ACBS. Access to any third-party website is at the investor’s own risks, and the investor should always review the terms and privacy 
policies at third-party websites before submitting any personal information to them. ACBS is not responsible for such terms and privacy policies and 
expressly disclaims any liability for them. 
© Copyright ACBS (2022).All rights reserved. No part of this report may be reproduced in any manner without the prior written permission of 
ACBS. 
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