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OPEC (+): Agreement extension with new 

distribution on individual quotas  

 OPEC and its allies adjusted their collective oil output cut from 1.2 Mbbl/d 

to 1.7 Mbbl/d (rising the quota by 500 Kbbl/d) adapting the target to most 

recent production levels where some countries such as Saudi Arabia have 

surpassed their original quota. In this sense, the cut does not imply an 

effective additional withdrawal to global supply. It suggests a more 

equilibrated adherence discipline for the over- and under- compliance 

records achieved by pact-members and it will redistribute individual 

targets. Its implementation will be as of January 1
st 

 

 Different from previous efforts for output control, focus this time is framed 

under a shorter-term window and with stronger demands for individual 

pact-adherence, with Saudi Arabia holding the most dominant role. In this 

sense, Saudi Arabia will add 400 Kbbl/d in voluntary cuts, resulting in a 

collective 2.1 Mbbl/d global supply reduction. Going forward, current 

policy will be reviewed on March 6
th

 2020 and on June 10
th

 2020  

 Supply and demand balances are still the main motivation to support the 

cuts discipline, as other competitor’s output surge (i.e. U.S.) and mild 

consumption –under a global economic outlook still rather uncertain for 

the following quarters– continue to present budget challenges. In this 

context, and considering global inventory levels, production cuts discipline 

are needed to avoid an oversupplied market which would be expressed in 

pressures to prices  

 Additionally, Saudi Aramco’s recent IPO has been a key factor to preserve 

a stable price guide. Consistent with the latter, Saudi Arabia is piling the 

sharpest production cuts. In our view, the strongest effect of this 

adjustment is to provide physical support to market balances and impose a 

floor for global benchmark prices  

 We reiterate our expectation for Brent closing 2019 near 65 US$/bbl, and 

levels averaging 60 US$/bbl for 2020. However, regarding the latter, we 

acknowledge slight upward risks should the perception of global economic 

conditions improves for next year and OPEC+ holds a shorter-term 

approach to support global balances  
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OPEC+ Output1 
Mbbl/d 

Country  
September 2019  

Supply 
Average     

Compliance 
New Target 

Algeria 1.02 106% 1.01 

Angola 1.38 274% 1.48 

Congo 0.34 -150% 0.31 

Equatorial Guinea 0.11 425% 0.12 

Gabon  0.19 -450% 0.18 

Iraq 4.77 -59% 4.46 

Kuwait 2.65 154% 2.67 

Nigeria 1.78 155% 1.75 

Saudi Arabia 9.02 255% 10.14 

U.A.E. 3.07 97% 3.01 

Total OPEC 10 24.33 148% 25.14 

Iran2 2.19 
  Libya2 1.11 
  Venezuela2 0.65     

Total OPEC 28.28     

Azerbaijan 0.76 165% 0.77 

Kazakhstan 1.84 55% 1.84 

Mexico  1.91 225% 1.96 

Oman 0.98 68% 0.96 

Russia 11.58 83% 10.32 

Others 1.29 -235% 1.17 

Total Non-OPEC 18.36 86% 17.02 

Source: IEA as of October 2019 

1 OPEC figures are crude oil only, Non-OPEC figures are total oil supply (including NGLs) 

2 Iran, Libya, Venezuela exempt from cuts 

 

Brent and Mexican Mix Performance 
$/bbl 

Brent futures curve  
$/bbl 

OECD Commercial Inventory  
Mbbl/d 

   
Source: Bloomberg Source: Bloomberg Source: Banorte with data from EIA 
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Banorte’s recent research notes on this subject 

(1) “OPEC+ 9-month agreement extension”, published on July 3
rd

, 2019 <pdf> 
 

(2) “OPEC+ agrees a 1.2 Mbbl/d output cut”, published on December 7
th
, 2018 

<pdf> 

(3)  “OPEC+ will raise its output 1Mbbl/d”, published on June 25
th
, 2018 <pdf> 

(4)  “OPEC & non-OPEC agreement to end in Dec’18”, published on December 1
st
, 

2017 <pdf> 

(5) “OPEC & non-OPEC pact: 9 more months”, published on May 26
th
, 2017, <pdf>  

(6) “Oil Watch: A coordinated effort between OPEC and other producers”, published 
on December 13

th
, 2016, <pdf> 

(7) “OPEC: We have a deal, but let’s see who really sticks to it ”, published on 
December 1

st
, 2016, <pdf> 

(8) “OPEC at Algeria: Historical agreement with lingering doubts about 
implementation”, published on September 29

th
, 2016, <pdf> 

 

 

 

 

 

 

 

 

https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/estrategiasemanalrentafija/20190703_OPEC_1H19.pdf
https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/estrategiasemanalrentafija/20181207_OPECMeeting.pdf
https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/estrategiasemanalrentafija/20180625_OPEC.pdf
https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/estrategiasemanalrentafija/20171201_OPECNon-OPEC_Nov17.pdf
https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/estrategiasemanalrentafija/20170526_OPECNon-OPEC_May17.pdf
https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/estrategiasemanalrentafija/20161213_OPECandNonOPEC.pdf
https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/estrategiasemanalrentafija/20161201_OPECCut.pdf
https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/estrategiasemanalrentafija/20160928_AlgeriaIEF.pdf
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Recent trade ideas Track of directional fixed-income trade recommendations

Trade idea P/L Initial date End date Trade idea Entry Target Stop-loss Closed P/L Initial date End date

Long positions in Mbonos Nov '47 L 25-Oct-19 20-Nov-19 Long Udibono Dec'20 3.05% 2.90% 3.15% 3.15% L 9-Aug-17 6-Oct-17

Long positions in Mbonos Nov '36 & Nov '42 P 16-Aug-19 24-Sep-19 5y10y TIIE-IRS steepener 28bps 43bps 18bps 31bps P
2

15-Feb-17 15-Mar-17

Long positions in the short-end of Mbonos curve P 19-Jul-19 2-Aug-19 5y10y TIIE-IRS steepener 35bps 50bps 25bps 47bps P 5-Oct-16 19-Oct-16

Long positions in Mbonos Nov '42 L 5-Jul-19 12-Jul-19 Long Mbono Jun'21 5.60% 5.35% 5.80% 5.43% P 13-Jul-16 16-Aug-16

Long positions in Mbonos Nov '36 & Nov '38 P 10-Jun-19 14-Jun-19 Long Udibono Jun'19 1.95% 1.65% 2.10% 2.10% L 13-Jul-16 16-Aug-16

Long positions in Mbonos Jun'22 & Dec'23 P 9-Jan-19 12-Feb-19 Receive 1-year TIIE-IRS (13x1) 3.92% 3.67% 4.10% 3.87%
1

P 12-Nov-15 8-Feb-16

Long floating-rate Bondes D P 31-Oct-18 3-Jan-19 Long spread 10-year TIIE-IRS vs  US Libor 436bps 410bps 456bps 410bps P 30-Sep-15 23-Oct-15

Long CPI-linkded Udibono Jun'22 L 7-Aug-18 31-Oct-18 Receive 9-month TIIE-IRS (9x1) 3.85% 3.65% 4.00% 3.65% P 3-Sep-15 18-Sep-15

Long floating-rate Bondes D P 30-Apr-18 3-Aug-18 Spread TIIE 2/ 10 yrs (flattening) 230bps 200bps 250bps 200bps P 26-Jun-15 29-Jul-15

Long 20- to 30-year Mbonos P 25-Jun-18 9-Jul-18 Long Mbono Dec'24 6.12% 5.89% 6.27% 5.83% P 13-Mar-15 19-Mar-15

Short Mbonos P 11-Jun-18 25-Jun-18 Relative-value trade, long 10-year Mbono (Dec'24) / flattening of the curve P 22-Dec-14 6-Feb-15

Long CPI-linkded Udibono Jun'19 P 7-May-18 14-May-18 Pay 3-month TIIE-IRS (3x1) 3.24% 3.32% 3.20% 3.30% P 29-Jan-15 29-Jan-15

Long 7- to 10-year Mbonos L 26-Mar-18 23-Apr-18 Pay 9-month TIIE-IRS (9x1) 3.28% 3.38% 3.20% 3.38% P 29-Jan-15 29-Jan-15

Long CPI-linkded Udibono Jun'19 P 20-Mar-18 26-Mar-18 Pay 5-year TIIE-IRS (65x1) 5.25% 5.39% 5.14% 5.14% L 4-Nov-14 14-Nov-14

Long 5- to 10-year Mbonos P 5-Mar-18 20-Mar-18 Long Udibono Dec'17 0.66% 0.45% 0.82% 0.82% L 4-Jul-14 26-Sep-14

Long floating-rate Bondes D P 15-Jan-18 12-Mar-18 Relative-value trade, long Mbonos 5-to-10-year P 5-May-14 26-Sep-14

Long 10-year UMS Nov'28 (USD) L 15-Jan-18 2-Feb-18 Receive 2-year TIIE-IRS (26x1) 3.75% 3.55% 3.90% 3.90% L 11-Jul-14 10-Sep-14

P = Profit, L = Loss Receive 1-year TIIE-IRS (13x1) 4.04% 3.85% 4.20% 3.85% P 6-Feb-14 10-Apr-14

Long Udibono Jun'16 0.70% 0.45% 0.90% 0.90% L 6-Jan-14 4-Feb-14

Long Mbono Jun'16 4.47% 3.90% 4.67% 4.06% P 7-Jun-13 21-Nov-13

Receive 6-month TIIE-IRS (6x1) 3.83% 3.65% 4.00% 3.81% P 10-Oct-13 25-Oct-13

Receive 1-year TIIE-IRS (13x1) 3.85% 3.55% 4.00% 3.85% -- 10-Oct-13 25-Oct-13

Long Udibono Dec'17 1.13% 0.95% 1.28% 1.35% L 9-Aug-13 10-Sep-13

Receive 9-month TIIE-IRS (9x1) 4.50% 4.32% 4.65% 4.31% P 21-Jun-13 12-Jul-13

Spread TIIE-Libor (10-year) 390bps 365bps 410bps 412bps L 7-Jun-13 11-Jun-13

Receive 1-year TIIE-IRS (13x1) 4.22% 4.00% 4.30% 4.30% L 19-Apr-13 31-May-13

Long Udibono Jun'22 1.40% 1.20% 1.55% 0.97% P 15-Mar-13 3-May-13

Receive 1-year TIIE-IRS (13x1) 4.60% 4.45% 4.70% 4.45% P 1-Feb-13 7-Mar-13

Long Mbono Nov '42 6.22% 5.97% 6.40% 5.89% P 1-Feb-13 7-Mar-13

Long Udibono Dec'13 1.21% 0.80% 1.40% 1.40% L 1-Feb-13 15-Apr-13

Receive 1-year TIIE-IRS (13x1) 4.87% 4.70% 5.00% 4.69% P 11-Jan-13 24-Jan-13

Receive TIIE Pay Mbono (10-year) 46bps 35bps 54bps 54bps L 19-Oct-12 8-Mar-13

Spread TIIE-Libor (10-year) 410bps 385bps 430bps 342bps P 21-Sep-13 8-Mar-13

Long Udibono Dec'12 +0.97% -1.50% +1.20% -6.50% P 1-May-12 27-Nov-12

Long Udibono Dec'13 +1.06% 0.90% +1.35% 0.90% P 1-May-12 14-Dec-12

1. Carry + ro ll-down gains of 17bps 

2. Closed below target and before the proposed horizon date due to  changes in market conditions that have differed from our expectations.

Short-term tactical trades Track of the directional FX trade recommendations*

Trade Idea P/L* Entry Exit Initial Date End date Trade Idea Entry Target Stop-loss Closed P/L* Initial Date End date

Long USD/MXN P 19.30 19.50 11-Oct-19 20-Nov-19 Long USD/MXN 18.57 19.50 18.20 18.20 L 19-Jan-18 2-Apr-18

Long USD/MXN P 18.89 19.35 20-Mar-19 27-Mar-19 Long USD/MXN 14.98 15.50 14.60 15.43 P 20-Mar-15 20-Apr-15

Long USD/MXN P 18.99 19.28 15-Jan-19 11-Feb-19 Short EUR/MXN 17.70 n.a. n.a. 16.90 P 5-Jan-15 15-Jan-15

Long USD/MXN P 18.70 19.63 16-Oct-18 3-Jan-19 Short USD/MXN 13.21 n.a. n.a. 13.64 L 10-Sep-14 26-Sep-14

Short USD/MXN P 20.00 18.85 2-Jul-18 24-Jul-18 USD/MXN call spread** 12.99 13.30 n.a. 13.02 L 6-May-14 13-Jun-14

Long USD/MXN P 19.55 19.95 28-May-18 4-Jun-18 Directional short USD/MXN 13.00 12.70 13.25 13.28 L 31-Oct-13 8-Nov-13

Long USD/MXN P 18.70 19.40 23-Apr-18 14-May-18 Limit short USD/MXN 13.25 12.90 13.46 -- -- 11-Oct-13 17-Oct-13

Long USD/MXN P 18.56 19.20 27-Nov-17 13-Dec-17 Short EUR/MXN 16.05 15.70 16.40 15.69 P 29-Apr-13 9-May-13

Long USD/MXN L 19.20 18.91 6-Nov-17 17-Nov-17 Long USD/MXN 12.60 12.90 12.40 12.40 L 11-Mar-13 13-Mar-13

Long USD/MXN P 18.58 19.00 9-Oct-17 23-Oct-17 Long USD/MXN 12.60 12.90 12.40 12.85 P 11-Jan-13 27-Feb-13

Short USD/MXN L 17.80 18.24 4-Sep-17 25-Sep-17 Tactical limit short USD/MXN 12.90 12.75 13.05 -- -- 10-Dec-12 17-Dec-12

Long USD/MXN P 14.40 14.85 15-Dec-14 5-Jan-15 Short EUR/MXN 16.64 16.10 16.90 16.94 L 03-Oct-12 30-Oct-12

Long USD/MXN P 13.62 14.11 21-Nov-14 3-Dec-14 * Total return does not consider carry gain/losses

Short EUR/MXN P 17.20 17.03 27-Aug-14 4-Sep-14 ** Low strike (long call) at 13.00, high strike (short call) at 13.30 for a premium of 0.718% of notional amount

Short USD/MXN L 12.70 13.00 26-Jul-13 21-Aug-13

Source: Banorte
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We, Gabriel Casillas Olvera, Delia Maria Paredes Mier, Alejandro Padilla Santana, Manuel Jiménez Zaldívar, Tania Abdul Massih Jacobo, 
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have not received, nor receive, or will receive compensation other than that of Grupo Financiero Banorte S.A.B. of C.V for the provision of 
our services.  

 
Relevant statements. 
 
In accordance with current laws and internal procedures manuals, analysts are allowed to hold long or short positions in shares or 
securities issued by companies that are listed on the Mexican Stock Exchange and may be the subject of this report; nonetheless, equity 
analysts have to adhere to certain rules that regulate their participation in the market in order to prevent, among other things, the use of 
private information for their benefit and to avoid conflicts of interest. Analysts shall refrain from investing and holding transactions with 
securities or derivative instruments directly or through an intermediary person, with Securities subject to research reports, from 30 
calendar days prior to the issuance date of the report in question, and up to 10 calendar days after its distribution date. 
 
Compensation of Analysts. 

Analysts’ compensation is based on activities and services that are aimed at benefiting the investment clients of Casa de Bolsa Banorte Ixe and its 
subsidiaries. Such compensation is determined based on the general profitability of the Brokerage House and the Financial Group and on the 

individual performance of each analyst. However, investors should note that analysts do not receive direct payment or compensation for any specific 
transaction in investment banking or in other business areas.  

Last-twelve-month activities of the business areas. 

 

Grupo Financiero Banorte S.A.B. de C.V., through its business areas, provides services that include, among others, those corresponding to 
investment banking and corporate banking, to a large number of companies in Mexico and abroad. It may have provided, is providing or, in the 
future, will provide a service such as those mentioned to the companies or firms that are the subject of this report. Casa de Bolsa Banorte or its 
affiliates receive compensation from such corporations in consideration of the aforementioned services. 

Over the course of the last twelve months, Grupo Financiero Banorte S.A.B. C.V., has not obtained compensation for services rendered by the 
investment bank or by any of its other business areas of the following companies or their subsidiaries, some of which could be analyzed within this 
report. 

Activities of the business areas during the next three months. 

Casa de Bolsa Banorte, Grupo Financiero Banorte or its subsidiaries expect to receive or intend to obtain revenue from the services provided by 
investment banking or any other of its business areas, by issuers or their subsidiaries, some of which could be analyzed in this report. 

Securities holdings and other disclosures. 

As of the end of last quarter, Grupo Financiero Banorte S.A.B. of C.V. has not held investments, directly or indirectly, in securities or derivative 
financial instruments, whose underlying securities are the subject of recommendations, representing 1% or more of its investment portfolio of 
outstanding securities or 1 % of the issuance or underlying of the securities issued. 

None of the members of the Board of Grupo Financiero Banorte and Casa de Bolsa Banorte, along general managers and executives of an 
immediately below level, have any charges in the issuers that may be analyzed in this document. 

The Analysts of Grupo Financiero Banorte S.A.B. of C.V. do not maintain direct investments or through an intermediary person, in the securities or 
derivative instruments object of this analysis report. 

Guide for investment recommendations. 

 
 

Reference 

  

BUY When the share expected performance is greater than the MEXBOL estimated performance. 

HOLD When the share expected performance is similar to the MEXBOL estimated performance. 

SELL When the share expected performance is lower than the MEXBOL estimated performance. 

Even though this document offers a general criterion of investment, we urge readers to seek advice from their own Consultants or Financial 
Advisors, in order to consider whether any of the values mentioned in this report are in line with their investment goals, risk and financial position. 
 

Determination of Target Prices 

For the calculation of estimated target prices for securities, analysts use a combination of methodologies generally accepted among financial 
analysts, including, but not limited to, multiples analysis, discounted cash flows, sum-of-the-parts or any other method that could be applicable in 
each specific case according to the current regulation. No guarantee can be given that the target prices calculated for the securities will be achieved 
by the analysts of Grupo Financiero Banorte S.A.B. C.V, since this depends on a large number of various endogenous and exogenous factors that 
affect the performance of the issuing company, the environment in which it performs, along with the influence of trends of the stock market, in which 
it is listed. Moreover, the investor must consider that the price of the securities or instruments can fluctuate against their interest and cause the 
partial and even total loss of the invested capital. 

The information contained hereby has been obtained from sources that we consider to be reliable, but we make no representation as to its 
accuracy or completeness. The information, estimations and recommendations included in this document are valid as of the issue date, 
but are subject to modifications and changes without prior notice; Grupo Financiero Banorte S.A.B. of C.V. does not commit to 
communicate the changes and also to keep the content of this document updated. Grupo Financiero Banorte S.A.B. of C.V. takes no 
responsibility for any loss arising from the use of this report or its content. This document may not be photocopied, quoted, disclosed, 
used, or reproduced in whole or in part without prior written authorization from Grupo Financiero Banorte S.A.B. of C.V. 
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