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T
HE RALLY IN CRUDE OIL PRICES THAT STARTED IN   
February ran out of steam in June. Crude prices fell from above  
US$70 per barrel to under US$60. 

In July, prices rebounded to the US$70 level, after which no  
further gains were realized although volatility remained high. 

Markets are caught between the hope of an economic recovery  
and the fear of disappointing growth and a possible double dip. 

The U.S. dollar has depreciated against the Euro since March. On the positive 
side, this is seen as a result of the increasing risk appetite among investors who 
are leaving the safe haven of what still remains the world’s only reserve currency, 
to invest in weaker currencies with more growth prospects. On the negative side, 
fears of the future cost and inflationary effects of the huge deficits that the U.S. 
government and central banks are running are driving money flows to currencies 
that are perceived to be more stable. A fall in the U.S. dollar usually leads to a rise in 
oil prices as we have witnessed this year. However, as long as the economic outlook 
for Europe and Japan remains troubled and the U.S. shows increasing signs of 
recovery, the decline in the U.S. dollar will most likely halt and may well reverse  
in the short term, which will put renewed pressure on global crude oil prices.   

Future contract prices for crude oil reflect an expected further rise in prices, with 
prices for 2014 contracts hovering around US$80. Future curves are not known to be 
a reliable indicator for spot prices in the future; however, it shows that speculators are “A more balanced market,” continued on page 10 >>
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