
Jan. – Mar. 2019 / Vol. 22, No. 1

2

“Then a trap door 
opened and oil 

prices have been in 
a rapid descent...”

– WSJ

Oil prices drop to $46 in December, analysts rejigger price decks 
 Starting in November, the only industry news was oil price.  
And news it was, as many were caught by surprise. On Nov. 5, the 
United States reimposed economic sanctions on Iran but gave 
eight of Iran’s biggest oil and gas customers — China, South 
Korea, Taiwan, India, Greece, Turkey, Japan and Italy — waivers.
 “It was only at the start of October that analysts were won-
dering if oil would soon cost $100 a barrel.  Then a trap door 
opened and oil prices have been in a rapid descent since, losing 
nearly a third of their value in about eight weeks,” the Wall Street 

companies (IOCs) ready to test their 
new financial discipline.
 On Nov. 6 — a day after the 
sanction waivers were effective — 
the U.S. Energy Information Agency 
(EIA) released its monthly outlook 
stating that in 2019, West Texas 
Intermediate (WTI) would average 
$65 a barrel, which is close to last year’s average of $65.56.  
Please see “Average annual oil price for SEC reporting soars 28 
percent,” on next page.
 By Nov. 26, three weeks after the waivers, WTI price was $51 
and some change, down 30 percent over the recent high.  Three 
days later oil crashed below $50 a barrel for the first time in more 
than a year as Russia did not commit to supply cuts, and U.S. 
crude stockpiles rose 3.58 million barrels in the longest run of 
gains since November 2015, reported Bloomberg.  
 Adding to the volatility and market uncertainty was a U.S.-China 
trade war that caused stock markets worldwide to plunge in 
December.  The basics of this latest oil price crash are similar to 

Journal reported Nov. 27.  
 Market sentiment is difficult to 
predict and “turns on a dime.”  With 
the “lower for longer” price down-
turn still fresh on the minds of Big 
Oil, reality set in for international oil 

those discussed in a Forbes magazine article, “The Next Oil Price 
Collapse,” published in December 2017.  
 “The price collapse could occur in response to a bearish U.S. 
stock market, especially presaging a recession; cheating by Iraq 
or Russia; or U.S. oil shale production appearing so robust as 
to threaten OPEC’s long-term market share,” reported Michael 
Lynch, an energy analyst and contributor to Forbes.
 On Nov. 30, U.S. oil production, boosted by prolific Permian 
Basin output, reached an all-time high at 11.7-million barrels a 

week, adding to the worldwide supply glut, the EIA reported.
 Oil prices spiked, with WTI holding at more than $53 a barrel, 
on Dec. 7 after Iran agreed to an OPEC oil production cut of 
800,000 B/D, and Russia and non-OPEC producers agreed to 
curtail 400,000 BOPD — a 1.2 million BOPD overall cutback.  
 On Dec. 17, oil dipped below $50 a barrel, which analysts 
attributed to an oversupply in the U.S. market.  The dip became 
a valley on Dec. 20 as stock markets plunged further and WTI oil 
prices plummeted more than 4 percent to $46.21 a barrel, the 
lowest level since August 2017.  The Dow Jones Industrial 
average dropped to a 14-month low entering a bear market.
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Oil prices started their precipitous fall in early October which continued through December.
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