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OPEC+: Unexpected global production cut of
1.66 Mbbl/d

Managed Money Position in WTI

Yesterday, OPEC+ unexpectedly announced a voluntary production cut of
1.66 Mbbl/d, led by Saudi Arabia (-500 Kbbl/d) and Russia (-500 Kbbl/d),
starting in May until the end of 2023. This action was also joined by Iraq,
United Arab Emirates, Kuwait, Kazakhstan, Algeria, Oman and Gabon
(See table)

The decision was reaffirmed today at the Technical Monitoring
Committee, noting that it is a precautionary measure to support energy
market stability. Furthermore, it was clarified that these adjustments will
be in addition to the global supply cut of 2 Mbbl/d established at the
October 2022 meeting

The decision took place amid a less optimistic outlook for prices due to
increased concerns about economic growth triggered by high interest rates,
turbulence in the banking sector and a slow reopening of China. This
situation was reflected in a decrease in net long non-commercial positions
in both WTI and Brent. In this sense, both references traded at intraday
lows of more than a year of 70.3 $/bbl and 64.3 $/bbl during March and
closed the quarter with losses of 7.2% and 5.7%b, in the same order

The price reaction was broadly positive, Brent and WTI closed at 84.9 $/bbl
(+6.5%) and 80.4 $/bbl (+6.3%), respectively. However, OPEC+ decision
could add inflationary pressures, forcing central banks to keep interest
rates high for longer

In this context, we continue to expect Brent to trade between 70 and 100
$/bbl for the rest of the year, although we do not rule out upward spikes
following OPEC+’s posture to keep prices high

The next Ministerial Meeting and Joint Ministerial Monitoring Committee
will be held on June 4™, 2023
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Voluntarily
Country production cuts
(Kbbl/d)
Saudi Arabia 500
Iraq 211
UAE. 144
Kuwait 128
Kazakhstan 78
Algeria 48
Oman 40
Gabon 8
Russia 500
Total 1,657
Source: OPEC

Dec-22  Feb-23  Apr-23


https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/estrategiasemanalrentafija/20221005_OPEC.pdf
https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/estrategiasemanalrentafija/20221005_OPEC.pdf
mailto:manuel.jimenez@banorte.com
mailto:leslie.orozco.velez@banorte.com

4p BANORTE

Recent trade ideas Track of directional fixed-income trade recommendations
Trade idea PIL Initial date  End date Trade idea Entry Target  Stop-loss  Closed  P/L Initial date  End date
Pay TIE-IRS (26x1), receive 2-year SOFR L 18-Aug22  28-0ct22 Long Udibono Dec'20 3.05% 2.90% 3.15% 3.15% L 9Augt? 6-Oct17
Pay 2-year TIIE-IRS (26x1) P 4Feb22 4-Mar-22 5y10y TIE-IRS steepener 28bps 43hps 18bps 31bps P2 15Febd7  15Mart7
Tactical longs in Mbono Mar'26 P 14-May-21 T-Jun-21 5y10y TIE-IRS steepener 350ps 500ps 250ps 47bps P 50ct16 19-0ct16
Receive 6-month TIIE-IRS (6x1) P 17-Dec-20 3Mar-21 Long Mbono Jun'21 5.60% 5.35% 5.80% 5.43% P 13Ju-16 16-Aug-16
Long positions in Udibono Nov'23 L 11-Feb21  26Feb2t Long Udibono Jun'19 1.95% 1.65% 2.10% 2.10% L 13Ju16  16-Aug16
Long positions in Mbono May'29 & Nov'38 P 7-Sep-20 18-Sep20  Receive 1-year TIE-IRS (13x1) 3.92% 3.67% 4.10% 387%" P 12Nov-15  8Feb16
Long positions in Udibono Dec'25 P 23-Jul-20 10-Aug-20 Long spread 10-year TIIE-IRS vs US Libor ~ 436bps 410bps 456bps 410bps P 30-Septs  23-Oct15
Long positions in Udibono Nov'35 P 2May-20  12Jun20  Receive 9-month TIE-IRS (1) 3.85% 3.65% 4.00% 3.65% P 3Sept5  18Sept5
Long positions in Mbono May'29 P 5May-20  22-May-20  Spread TIIE 2/10 yrs (flatiening) 230bps 200bps 2500ps 200bps P 26Jun15 29-Ju-15
Tactical longs in 1- & 2-year TIIE-28 RS P 20Mar-20  24-Ap-20  Long Mbono Dec24 6.12% 5.8%% 6.27% 5.83% P 13Mar15  19Mar-15
Long positions in Udibono Nov'28 P 3-Jan20  12-Feb-20 Relative-value frade, long 10-year Mbono (Dec'24) / fiattening of the curve P 22-Dec-14 6-Feb-15
Long positions in Udibono Jun'22 P %Jan-20 2-Jan-20 Pay 3-:month TIE-IRS (3x1) 3.24% 3.32% 3.20% 3.30% P %15 29Jan-15
Long posions in Mbono Nov'47 L 250ct19  20Nov-19  Pay 9month TIE-IRS (9 1) 3.28% 3.38% 3.20% 3.38% P %15 29Jan-15
Long positions in Mbonos Nov'36 & Nov'42 P 16-Aug-19  24Sep19  Pay 5Syear TIE-IRS (65x1) 5.25% 5.39% 5.14% 5.14% L 4Nov-14  14-Nov-14
Long positions in the short-end of Mbonos curve P 19-Ju-19 2-Aug-19 Long Udibono Dec'17 0.66% 0.45% 0.82% 0.82% L 4-Jul-14 26-Sep-14
Long positions in Mbonos Nov'42 L 5-Jul-19 12-Ju-19 Relative-value rade, long Mbonos 5-0-10-year P 5May-14  26Sep-14
Long positions in Mbonos Nov'36 & Nov'38 P 10-Jun-19 14-Jun-19 Receive 2-year TIIE-IRS (26x1) 3.75% 3.55% 3.90% 3.90% L 1-du4 10-Sep-14
Long positions in Mbonos Jun'22 & Dec'23 P %Jan-19 12-Feb-19 Receive 1-year TIE-IRS (13x1) 4.04% 3.85% 4.20% 3.85% P 6Feb14 10-Apr-14
Long floating-rate Bondes D P 31-0ct-18 3Jan-19 Long Udibono Jun'16 0.70% 0.45% 0.90% 0.90% L 6Jant4 4Feb-14
Long CPHinkded Udibono Jun'22 L T-Aug-18 31-0ct18  Long Mbono Jun'16 4.47% 3.90% 4.67% 4.06% P T3 21-Nov-13
Long floating-rate Bondes D P 30-Apr-18 3-Aug-18 Receive 6-month TIIE-IRS (Bx1) 3.83% 3.65% 4.00% 381% P 10-0ct13  250ct13
Long 20- to 30-year Mbonos P 25-Jun-18 %Ju-18 Receive 1-year TIE-IRS (13x1) 3.85% 3.55% 4.00% 3.85% - 10-Oct13  250ct13
Short Mbonos P 1-Jun18  25Jun18  Long Udibono Dec'17 1.13% 0.95% 1.28% 1.35% L %Aug13  10-Sep13
Long CPH-inkded Udibono Jun'19 P TMay-18  14May-18  Receive 9-mont TIE-IRS (1) 4.50% 4.32% 4.65% 4.31% P 2013 12-Ju-13
Long 7- to 10-year Mbonos L 26Mar-18  23-Apr-18  Spread TIIE-Libor (10-year) 390bps 3650ps 410bps 412bps L 7-Junt3 11-Jun-13
Long CPHinkded Udibono Jun'19 P 20-Mar-18  26:Mar-18  Receive 1-year TIE-IRS (13x1) 4.22% 4.00% 4.30% 4.30% L 19Ap-13  3t-May-13
Long 5 o 10-year Mbonos P 5Mar-18 20Mar-18  Long Udibono Jun22 1.40% 1.20% 1.55% 0.97% P 15Mar-13 3May-13
Long floating-rate Bondes D P 15Jan18  12-Mar-18  Receive 1-year TIIE-IRS (13x1) 4.60% 4.45% 4.70% 4.45% P 1Feb13 T-Mar-13
Long 10-year UMS Nov'28 (USD) L 15-Jan-18 2-Feb-18 Long Mbono Nov'42 6.22% 5.97% 6.40% 5.89% P 1Fed13 T-Mar-13
P =Profit,L=Loss Long Udibono Dec'13 1.21% 0.80% 1.40% 1.40% L 1-Feb13 15-Apr-13
Receive 1-year TIE-IRS (13x1) 4.87% 4.70% 5.00% 4.69% P a3 2dan13
Receive TIE Pay Mbono (10-year) 46bps 35bps 54bps 54bps L 19-Oct12 8-Mar-13
Spread TIIE-Libor (10-year) 410bps 3850ps 430bps 342ps P 21-Sep-13 8-Mar-13
Long Udibono Dec'12 +0.97% -1.50% +1.20% -6.50% P 1May-12  27-Nov-12
Long Udibono Dec'13 +1.06% 0.90% +1.35% 0.90% P 1May-12 14Dec12

1 Carry +roll-down gains of 7bps

2.Closed belowtarget and before the proposed horizon date due to changes in market conditions that have differed from our expectations.

Short-term tactical trades Track of the directional FX trade recommendations*

Trade Idea P/L*  Entry Exit Initial Date  End date Trade Idea Entry  Target Stop-loss Closed P/L* Initial Date  End date
Long USD/MXN P 19.30 19.50 11-0ct19  20-Nov-19 Long USD/MXN 18.57 19.50 18.20 18.20 L 19-Jan-18 2-Apr-18
Long USD/MXN P 18.89 19.35 20-Mar-19  27-Mar-19 Long USD/MXN 14.98 15.50 14.60 15.43 P 20-Mar-15  20-Apr-15
Long USD/MXN P 18.9 19.28 15-Jan-19 11-Feb-19 Short EUR/MXN 17.70 na. na. 16.90 P 5-Jan-15 15-Jan-15
Long USD/MXN P 18.70 19.63 16-Oct-18 3-Jan-19 Short USD/MXN 13.21 na. na. 13.64 L 10-Sep-14  26-Sep-14
Short USD/MXN P 20.00 18.85 2-Ju-18 24-Jul-18 USD/MXN call spread*™* 12.99 13.30 n.a. 13.02 L 6-May-14  13-Jun-14
Long USD/MXN P 19.55 1995  28May-18  4-Jun-18 Directional short USD/MXN 13.00 1270 1325 13.28 L 31-Oct13  8Nov-13
Long USD/MXN P 18.70 19.40 23-Apr-18  14-May-18 Limit short USD/MXN 13.25 12.90 13.46 - - 11-0ct13  17-Oct13
Long USD/MXN P 18.56 19.20 21-Nov-17  13-Dec-17 Short EUR/MXN 16.05 15.70 16.40 15.69 P 29-Apr-13  9-May-13
Long USD/MXN L 19.20 18.91 6-Nov-17 17-Nov-17 Long USD/MXN 12.60 12.90 12.40 12.40 L 11-Mar-13  13-Mar-13
Long USD/MXN P 18.58 19.00 9-Oct17 23-Oct17 Long USD/MXN 12.60 12.90 12.40 12.85 P 11-Jan-13  27-Feb-13
Short USD/MXN L 17.80 18.24 4-Sep-17 25-Sep-17 Tactical limit short USD/MXN 12.90 12.75 13.05 - - 10-Dec-12  17-Dec-12
Long USD/MXN P 14.40 14.85 15-Dec-14 5-Jan-15 Short EUR/MXN 16.64 16.10 16.90 16.94 L 03-Oct12  30-Oct-12
Long USD/MXN P 13.62 14.11 21-Nov-14 3-Dec-14 * Total retum does not consider carry gain/losses

Short EUR/IMXN P 17.20 17.03 27-Aug-14 4-Sep-14 ** Low strike (long call) at 13.00, high strike (short call) at 13.30 for a premium of 0.718% of notional amount

Short USD/MXN L 12.70 13.00 26-Jul-13 21-Aug-13

Source:Banorte
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