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Chart: January-February in Brent and WTI, in $/bbl 

 Our chart of the week is an update of the WTI and Brent front time-spreads. 

 In our previous reports (see August 16th and September 13th in the Education tab of the 
CME Group website) we highlighted the potential for a cap on the backwardation of WTI 
and Brent going into the 4th Quarter. Both crude oil benchmarks are now in contango on 
their front time-spreads. 

 WTI moved to a contango as a result of growing stocks in Cushing made possible by refin-
ery maintenance in Padd2 and the expected start of the Sunrise pipeline.  Stocks in Cush-
ing have built +9.5 million barrels since mid-September. The Sunrise pipeline expansion 
(between Midland and Wichita Falls, Texas, with connections to Cushing) is expected to 
start in early November; it could bring more supplies to the WTI Cushing hub. On the 
other hand, refinery runs in PADD2 should start to increase due to the end of maintenance 
and slow the pace of stock-build in that region, reducing therefore the expansion of the 
WTI contango. 

 The Brent contango comes as a result of OPEC nations increasing production to replace 
Iranian supplies that are falling under US sanctions in early November. This should con-
tinue to weigh on seaborne crude oil until Saudi Arabia starts to give signs that it will not 
continue to push crude oil out. This is however politically difficult to do, as the US contin-
ues to work towards countries reducing as much as possible their crude oil imports from 
Iran, and that target is only achievable with Saudi Arabia giving assurances that it will 
produce at capacity.  
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