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Oil prices could fall below
zero: Analyst
Jonathan Garber
March 18, 2020 · 2 min read

Plunging oil prices could be headed a lot lower –

possibly below zero, according to one Wall Street

analyst.

West Texas Intermediate crude oil, the U.S.

benchmark, fell by more than 10 percent Wednesday

to near $24 a barrel, a level last seen in April 2002.

“Oil prices can go negative,” wrote Paul Sankey,

managing director at Mizuho Securities.
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CORONAVIRUS CHOKEHOLD ON US WORSENS OIL

INDUSTRY'S PAIN

The COVID-19 pandemic has brought the U.S. and

global economy to a standstill by prompting “shelter

in place” orders, social distancing between people

and the cancellation of non-essential travel. The

sharp slowdown in economic activity has curtailed

the need for oil.

If that weren't enough, Saudi Arabia recently slashed

oil prices and raised output after Russia refused to

join OPEC in deepening production cuts.

Oil is a 100 million barrel-per-day market, but

Sankey says it’s possible that the economic fallout

from the pandemic could zap demand, creating a 20

million barrel-per-day surplus.

He says the “physical reality” of the market is that

oil is pumped out of the ground and has to be

consumed or stored. When the cost of storage goes

high enough -- or space runs out -- companies might

pay customers to take it.

For now, President Trump has ordered the

Department of Energy to take advantage of low

prices by stepping into the market and buying oil for

the Strategic Petroleum Reserve.

The reserve can build at 2 million barrels per day,

meaning that it has four months until it’s at

capacity, Sankey said.

By then, he added, high-cost oil from the Bakken

shale formation in the U.S. or bitumen from the

Canadian oil sands, "prices negatively because it

exceeds needs" and requires storage, Sankey wrote.

“Negative prices are simply a higher cost of storage

than market.”

Sankey isn’t the only one on Wall Street who is

sounding the alarm about the coming flood of oil.

Excess supply from OPEC and Russia, coupled with

crumbling demand "are leading to concerns about a

surplus that could overwhelm global storage,” wrote
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Francisco Blanch, a commodity strategist at Bank of

America.

He warns the demand destruction caused by COVID-

19 and the price war between Saudi Arabia and

Russia could cause inventories to swell by 900

million barrels in the second quarter alone. He

estimates the world currently has about 1.5 billion

barrels of available storage.

Blanch’s worst-case scenario isn’t as dire as Sankey’s.

CLICK HERE TO READ MORE ON FOX BUSINESS

“In a severe scenario, if the market struggles to find

a home for surplus barrels, then oil prices might

have to trade down into the teens,” he wrote.

Related Articles

Best Buy Celebrates 50 Yrs With Saleathon; Will It

Turn 60?

Canadian Solar Is Facing More Challenges Than It

Appears

Target Adds Private Bathrooms to Quell

Transgender Debate

Our goal is to create a safe and engaging place for users to connect over interests
and passions. In order to improve our community experience, we are temporarily
suspending article commenting.

 HOME MAIL NEWS FINANCE SPORTS ENTERTAINMENT LIFE MORE Finance Premium | Try it free

Search for news, symbols or companies Sign in Ma

https://finance.yahoo.com/news/these-2-big-airlines-may-shock-everyone-and-merge-in-bid-to-survive-covid-19-pandemic-analyst-205740633.html
http://foxbusiness.com/
http://www.foxbusiness.com/markets/2016/08/19/best-buy-turns-50-but-will-it-turn-60.html
http://www.foxbusiness.com/markets/2016/08/19/canadian-solar-is-facing-more-challenges-than-it-appears.html
http://www.foxbusiness.com/markets/2016/08/18/target-adds-private-bathrooms-to-quell-transgender-debate.html
https://us-east-1.onemobile.yahoo.com/admax/adClick.do?dcn=brxd4451051&n=Verizon+Media&id=8993ffdb247642e8900ceec58c9adc74&tid=2c9d288b0165651e4ea11f5ae0a20036&nid=8a808aee2edf264a012f0d6ee4e87844&pos=y402815&grp=%3F%3F%3F&type=0&nl=1609948709424&rts=1609948709166&ari=35078e0e7b1b48c493d9159cc3796260&a=3veI2DEwLjH0LU7pXdauxgB5MTk5LgAAAABk6iZx-4&rdm=1&rd=https://pr.ybp.yahoo.com/cj/cd/vpioAb5FErXMNXkV6QCPumIA2Ay-2MAPfBUloEohTTsEJSlMcJAT-bwCR_HUoyhrbAT-XVmge8gCeOrBeDhiU8VpChuQP3rbYgTvtFTtcc1oJ6f_Q6bu9zXDpjn3eigLkQ3zL-QAEjV81CxC5g3yUZ53gElRsLbXefekmHOwwf6FKnT_3SAi6lAC92mnBoAV6_RUTMr9GNJwBihey9tT8sj7RUaqn15qkw0F82ipeHgdLf_1AimAPedNf_9--NJNXPW3IV4URvY/rurl/https://www.closetworks.com/appointment.shtml?utm_source=ScaleMarketing&utm_medium=Verizon&utm_campaign=Display
http://info.yahoo.com/privacy/us/yahoo/relevantads.html
https://www.facebook.com/dialog/feed?app_id=458584288257241&link=https%3A%2F%2Ffinance.yahoo.com%2Fnews%2Foil-prices-could-fall-below-152446634.html%3Fsoc_src%3Dsocial-sh%26soc_trk%3Dfb%26tsrc%3Dfb
https://twitter.com/intent/tweet?text=Oil%20prices%20could%20fall%20below%20zero:%20Analyst&url=https%3A%2F%2Ffinance.yahoo.com%2Fnews%2Foil-prices-could-fall-below-152446634.html%3Fsoc_src%3Dsocial-sh%26soc_trk%3Dtw%26tsrc%3Dtwtr&via=Yahoo
mailto:?subject=Oil%20prices%20could%20fall%20below%20zero:%20Analyst&body=https%3A%2F%2Ffinance.yahoo.com%2Fnews%2Foil-prices-could-fall-below-152446634.html%3Fsoc_src%3Dsocial-sh%26soc_trk%3Dma
https://www.yahoo.com/
https://mail.yahoo.com/
https://news.yahoo.com/
https://finance.yahoo.com/
https://sports.yahoo.com/
https://www.yahoo.com/entertainment/
https://www.yahoo.com/lifestyle
https://www.yahoo.com/everything/
https://finance.yahoo.com/premium-marketing?ncid=userprofil_vzgptzawx38
https://login.yahoo.com/?.lang=en-US&.done=https%3A%2F%2Ffinance.yahoo.com%2Fnews%2Foil-prices-could-fall-below-152446634.html&pspid=1183336086&activity=ybar-signin
https://mail.yahoo.com/?
https://finance.yahoo.com/

