
Heartwood – Daily Market Update – 21.04.2020 

To help you in your conversations with clients during these difficult markets, for the 

foreseeable future, we will be sending you a daily market update email with the latest 

thoughts from the Investment team.  

What’s happening?  

 As discussed at Tactical yesterday, the main two benchmark oil prices (WTI 
representing the US; Brent representing Europe and rest of world) tend to move 
together most of the time.  
  

 But WTI oil is landlocked (i.e. West Texas) and harder to move to where demand is 
found, unlike Brent oil which can be shipped. Hence WTI storage can be a factor, like 
it is now.  

  

 With the global demand for oil quite low and the market oversupplied (not helped by 
the ill-timed oil price war between Russia/Saudi), US producers have been selling 
WTI at negative prices to take into account the scarcity/high price of storage.  

  

 The May futures contract for WTI expires today (hence the rush to sell given delivery 
is on 1 May) but saw prices that were trading at $20 five days ago, fall to -$40 (yes 
you read that correctly) last night, before settling at $1.50 currently. The June 
contract was $28 five days’ ago and is currently $21, but could easily turn negative 
going into expiry (19 May) if storage issues prevail.  

  

 For the nerds, the WTI futures curve is in extreme ‘contango’ (spot < futures prices). 
We’re sure some hedge funds will be caught out on this.  

  

 US energy shares were weak yesterday, but not overly so, and have bounced like 
other shares. This reflects the fact that WTI storage is a short-term problem (famous 
last words) whereas shares are perpetual (also famous last words).  

  

 Other than in oil markets, it was a quieter day in other asset classes. Mild weakness 
in Asian stock markets is likely to spill over to European markets this morning.  

  

  Kim Jong Un, leader of North Korea, is reportedly very unwell after heart surgery.  
  

 Trump has suspended immigration via executive order, with no explanation provided.  
  

 Virgin Australia goes into voluntary administration after not receiving government 
support. Virgin Atlantic is next.  

  

 Novartis enters into phase 3 clinical trials of a vaccine. 


