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March 1, 2011

TRIM Commodities Comments
Oil's Turmoil

Last week (TRIM Commodities Comments: , we wrote about global oil price
which we expect might further rise, looking at an intensified violence in Libya,
the 8th largest oil producers among OPEC members with 1.5mn barrels/day of
production. WTI Crude has increased 13.6% since then to reach USD97.9/brl
on Friday, while Brent Crude rose 11.0% at USD112.5/brl. This bring us to
another interesting story, considering that the price gap between Brent and
WTI has widen since Jan'11, which we will discuss today.

First, on the issue of oil price, we still expect the oil price to be volatile with
a tendency to stay above USD90/brl going forward, mostly driven by sentiment
and investors concern as the political unrest in the Middle East may continue
spreading. The latest country to be involved in the Middle East political turmoil
is Oman. Hundreds of Omanis, many of which unemployed, gathered for a
second day in the city of Sohar, refusing to go home after a pledge by the
nation's ruler to provide jobs. Oman produces 885,600 barrels of oil a day in
Jan'11.
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However, we don't see any serious supply disruptions even though more than half of Libya's
production has been shut down. Saudi Arabia and other OPEC countries reported that they are
preparing to offset Libya's production decline. Inventory also stayed at the "fair" level, indicating
that global oil markets have been met by sufficient supplies. We expect these issues to curb the
oil escalation.

Several updates from IEA report on 25th Feb'11 regarding to Libya issue:

 Foreign oil company reports suggest that production has been further curtailed, from an
estimated 500k-750k brl/day shut-ins of 24 February, to nearer 850k brl/day today.
Moreover, at present, reports indicate that the vast majority of Libyan ports remain
closed due to a combination of bad weather, staff shortages or a cutback in crude flows to
the terminals.

 OECD commercial stock looks comfortable, with forward demand cover at end-December
at 57.5 days, above the five-year average of 54.6 days. A further 1.6bn brl of public
stocks, or 34 days forward demand, are also in place.

 Saudi Arabia has been actively offering extra crude supplies to offset the lost Libyan
barrels, with several buyers expressing interest. However, with many European refiners
now in turnaround, most are not looking for immediate supplies.

Oil: Why the Spread Between Brent and WTI Crude Widen?

WTI Crude and Brent Crude has historically moved inline with a correlation as high as 99.84%
in the past 21 yrs; although WTI has always command a little premium on Brent (around USD1-
3/barrel) due to less processing required. However, the gap between both benchmark prices has
widened since 4th Jan'11 with Brent's premium widening to as much as USD19/brl over WTI on
21st Feb'11. Some factors that has explained this widening premium is (1) relative geographical
proximity of supply to the Middle East. Brent crude supplies is considered to be more affected by
the uncertainty in the Middle East than WTI as it originates from the North Sea, and as such is
mostly exported to Europe and Asia regions and is the benchmark representing 50%-60% of total
world crude. On the other hand, WTI is based in Texas and southern Oklahoma, with its price
widely used as the proxy for the North America crude oil market. However if this hypothesis is
correct, then why is it that historical correlation between the two crude oil standards is still so
strong despite the countless historical crisis in the Middle East in the past decades?

Country 2007 2008 2009 2010 % of Import

Australia - - 1 11 2.3

Austria 35 17 23 31 21.2

France 105 141 131 205 15.7

Germany 220 210 167 144 7.7

Greece 49 63 47 63 14.6

Ireland 3 9 10 14 23.3

Italy 538 504 423 376 22.0

Netherlands 43 40 27 31 2.3

Portugal 36 29 19 27 11.1

Spain 99 120 102 136 12.1

Switzerland 52 72 28 17 18.7

United Kingdom 51 81 71 95 8.5

United States 122 105 78 51 0.5

Total OECD 1,376 1,396 1,137 1,205 5.1
Source: International Energy Agency

Crude Oil Imported from Libya (kb/day)
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The other explanation for the premium, in our view, is fundamental supply demand driven. Our
channel check with an oil trader in Singapore suggests that there maybe an oversupply situation
in the Midwest US - a meeting point for Canadian and inland US crude productions before being
shipped offshore. Crude from Canada's oil sands and the North Dakota-Saskatchewan-Montana
Bakken Shale are filling pipelines and taking lots of oil into Cushing (because they are no other
options). 2 new pipelines, Enbridge's Alberta Clipper Line and Trans Canada's Keystone Pipeline
has been opened for linking on Apr'10 and Feb'11 respectively, giving more oil to the Midwest.

Source: Bloomberg, TRIM Research

WTI vs. Brent Crude Movement
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Cushing Oklahoma Crude Oil Total Stocks Data
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Coal: China Import Slide 4.0% MoM in Jan'11

In line with our view last month (TRIM Commodities Comments 2011 01 24, Hot Coal Outside,
Colder Inside), we expect China coal imports to drop after hitting its highest record of
17.4mn tons in Dec'10 due to abated winter season and a lack of arbitrage opportunities.
Jan'11 imports were 16.6mn tons based on report released by General Administration of
Customs. Indonesia becomes the nation's biggest supplier, accounting for 35% share, followed
by Australia in the second place.

Source: General Administration of Customs, Bloomberg, TRIM Research

China Coal Import
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Tel : (6221) 515 2727 Fax : (6221) 515 4580

DISCLAIMER

This report has been prepared by PT Trimegah Securities Tbk on behalf of itself and its affiliated companies and is provided for information
purposes only. Under no circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to buy. This report has been
produced independently and the forecasts, opinions and expectations contained herein are entirely those of Trimegah Securities.

While all reasonable care has been taken to ensure that information contained herein is not untrue or misleading at the time of publication,
Trimegah Securities makes no representation as to its accuracy or completeness and it should not be relied upon as such. This report is provided
solely for the information of clients of Trimegah Securities who are expected to make their own investment decisions without reliance on this
report. Neither Trimegah Securities nor any officer or employee of Trimegah Securities accept any liability whatsoever for any direct or
consequential loss arising from any use of this report or its contents. Trimegah Securities and/or persons connected with it may have acted upon
or used the information herein contained, or the research or analysis on which it is based, before publication. Trimegah Securities may in future
participate in an offering of the company's equity securities.


