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Coronavirus is hurting global oil demand

With close to half the population of China facing various forms of lock-down due to the coronavirus' and many other
parts of the world becoming affected (notably, Korea and Italy, where cases are growing at a rate that has taken many by
surprise), the market is understandably scared that demand for crude oil will fall hard this year. Brent oil prices have fallen
from a peak of US$68/barrel in the first week of January to US$56/barrel currently (24/02/2020).

Getting clear data on how much demand has already declined is difficult as data is already clouded by the lunar New
Year (seasonally adjusting this data is fraught with difficulty). But we know that a sharp decline in flights, road journeys
and factory activity (which can all be anecdotally monitored using satellites and thermal imagery) are likely to dent the
demand for fuel. In the 3rd February release of the Caixin China Manufacturing Purchasing Managers' Index (PMI) press
release, there wasnt even a mention of the word ‘virus’. The PMI level was above the 50 demarcations between
expansion and contraction. We expect the March 3rd release for February to be very different. We would be surprised if
manufacturing is able to expand in current circumstances.

OPEC stands ready to act

The Organization of Petroleum Exporting Countries and its allies (OPEC+), which collectively controls around 60% of
global oil production recognises the issue. The Joint Technical Committee has already recommended to the group to

cut 600k barrels of oil per day?. That's on top of the 2.1 million barrel cut (relative to October 2018) that is already in
place. OPEC policy ministers are due to meet on 5th March and the larger group on 6th March. We expect them to not
only endorse this recommendation, but cut deeper. In part, that is because more data on the grim situation now will be
available than when the technical committee met a few weeks ago. Saudi Arabia has historically taken on voluntary cuts
that go beyond what they formally sign up to do. In the last policy meeting - the first for the new Saudi Energy Minister,
Prince Abdulaziz bin Salman — Saudi Arabia announced the value of the intended voluntary cuts. As long as other
countries sign up to cut a little, Saudi Arabia stands ready to cut enough to balance markets.
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Year-on-year difference in OPEC production
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Source: Bloomberg, WisdomTree, data available as of close 24 February 2020. OPEC = Organization of Petroleum Exporting Countries

Historical performance is not an indication of future performance and any investments may go down in value.

Brent futures curve only just in backwardation®

We believe that the backwardation in the Brent oil futures curve is generated by the fact that OPEC is ready to intervene.
However, at the time of writing, that backwardation is close to evaporating. If OPEC cuts deeper than 600k barrels per
day, we believe that stronger backwardation can be restored. Rolls yields can be an important component of returns for
investors. For example, we estimate that out of the +34% return on the Bloomberg Brent Commodity Subindex

(totalreturn series), +8% came from roll yield4 (WisdomTree calculation from 31/12/2018 to 31/12/2019).

Brent ocil futures
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Source: Bloomberg, WisdomTree, data available as of close 24 February 2020

Historical performance is not an indication of future performance and any investments may go down in value.

It's rare to see an OPEC meeting without drama, intrigue and suspense. Meetings often don't end on time (or even on
the scheduled day). So, it goes without question that we will send an update after the event to say what happened and
the market's reaction.
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" New York Times, 17 February 2020: “At least 760 million people — slightly over half the country’s population — are
under various kinds of lockdown.”

2 6th February 2020.

3 Backwardation refers to a situation in which the spot or cash price of a commodity is higher than the forward price.

4 As there is no spot series, we estimate this using the roll method applied by Bloomberg.

Related blogs

+ Another geopolitical jolt for oil markets?
+ Oil price shock could be followed by large geopolitical tremors
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Informazioni importanti

Comunicazioni di marketing emesse all'interno dello Spazio economico europeo ("SEE"): Il presente documento &
stato emesso e approvato da WisdomTree Ireland Limited, societa autorizzata e regolamentata dalla Central Bank of
Ireland.

Comunicazioni di marketing emesse in giurisdizioni non appartenenti al SEE: || presente documento & stato emesso
e approvato da WisdomTree UK Limited, societa autorizzata e regolamentata dalla Financial Conduct Authority del
Regno Unito.

Per fare riferimento a WisdomTree Ireland Limited e a WisdomTree UK Limited si utilizza per entrambe la
denominazione “WisdomTree” (come applicabile). La nostra politica sui conflitti d'interesse e il nostro inventario sono
disponibili su richiesta.

Solo per clienti professionali. Le informazioni contenute nel presente documento sono fornite a titolo
meramente informativo e non costituiscono né un’offerta di vendita né una sollecitazione di un’offerta di
acquisto di titoli o azioni. Il presente documento non deve essere utilizzato come base per una qualsiasi decisione
d'investimento. Gli investimenti possono aumentare o diminuire di valore e si pud perdere una parte o la totalita
dell'importo investito. Le performance passate non sono necessariamente indicative di performance future.
Qualsiasi decisione d'investimento deve essere basata sulle informazioni contenute nel Prospetto informativo di
riferimento e deve essere presa dopo aver richiesto il parere di un consulente d'investimento, fiscale e legale
indipendente.

L'applicazione di regolamenti e leggi fiscali pud spesso portare a una serie di interpretazioni diverse. Eventuali
punti di vista o opinioni espresse in questa comunicazione rappresentano le opinioni di WisdomTree e non
devono essere interpretate come consulenza normativa, fiscale o legale. WisdomTree non fornisce alcuna
garanzia o dichiarazione circa l'accuratezza di qualsiasi punto di vista o opinione espressa in questa
comunicazione. Qualsiasi decisione di investimento dovrebbe essere basata sulle informazioni contenute nel
prospetto appropriato e dopo aver richiesto una consulenza finanziaria, fiscale e legale indipendente.

Il presente documento non €, e in nessun caso deve essere interpretato come, una pubblicita o qualsiasi altro strumento
di promozione di un’offerta pubblica di azioni o titoli negli Stati Uniti o in qualsiasi provincia o territorio degli Stati Uniti.
Né il presente documento né alcuna copia dello stesso devono essere acquisiti, trasmessi o distribuiti (direttamente o
indirettamente) negli Stati Uniti.

Benché WisdomTree si adoperi per garantire |'esattezza del contenuto del presente documento, WisdomTree non
garantisce né assicura la sua esattezza o correttezza. Qualsiasi terzo fornitore di dati di cui ci si avvalga per reperire le
informazioni contenute nel presente documento non rilascia alcuna garanzia o dichiarazione di sorta in relazione ai
suddetti dati. Laddove WisdomTree abbia espresso dei pareri relativamente al prodotto o all’attivita di mercato, si
ricorda che tali pareri possono cambiare. Né WisdomTree, né alcuna consociata, né alcuno dei rispettivi funzionari,
amministratori, partner o dipendenti, accetta alcuna responsabilita per qualsiasi perdita, diretta o indiretta, derivante
dall’utilizzo del presente documento o del suo contenuto.
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