
Marketing communication 05 March 2021 
 

1/6 RaboResearch | Follow the money | 05-03-2021, 11:58 

 Please note the disclaimer at the end of this document. 

RaboResearch 

Global Economics & 

Markets 

mr.rabobank.com 

 

Ryan Fitzmaurice 

Senior Commodity 

Strategist 

+1 212 916 7874 

 

 

 

 

 

 

 

 

 

 

 

Follow the money 

Oil Market Outlook 

 

Summary 

 The OPEC+ meeting resulted in a decision to maintain the current supply cuts through April 

with the exception of Russia and Kazakhstan, who received allowances for small increases 

 Saudi Arabia shrewdly fed bullish information to the oil market in order to maintain the recent 

positive price momentum and speculative buying interest 

 Assets under management (AUM) at “long-only” commodity funds are increasing quite 

rapidly while the assets held at CTA funds dwindle to multi-year lows 

 This widening allocation of capital between “long-only” commodity funds and CTA funds has 

large implications for oil futures prices and calendar spreads 

Feeding the bull 

The oil market received a nice nudge higher from the all-important OPEC+ supply meeting this 

week.  To that end, the group of oil exporters sent oil prices surging to new multi-month highs 

following their decision to roll forward the current oil supply cuts into April, including the 1mb/d 

unilateral cut that the Saudis put in place for February and March.  The group did, however, make 

small exemptions again for both Russia and Kazakhstan, allowing for modest increases in 

production of +130kb/d and 20kb/d, respectively.  This follows on the last supply decision that 

also witnessed exemptions for Russia and Kazakhstan, the two members that make up the plus in 

OPEC+.  The reluctance of both countries to join in on the cuts begs the question of whether this 

expanded alliance is shrinking back to just the traditional OPEC member nations.  Nonetheless, 

the small increases from the non-core OPEC countries were hardly noticed by the oil market and 

prices surged on Thursday, the day of the event.  In fact, oil prices rallied despite a strong move 

higher in the US dollar and sharply weaker global equity markets, which made the oil move all the 

more impressive, to our minds.  As we noted last week, CTAs and momentum traders recently 

went “all-in” on oil futures from a directional point of view and commodity index products have 

also been witnessing a surge in interest this year.  As such, the Saudis shrewdly recognized that in 

order to maintain the recent positive oil price momentum and speculative buying interest, they 

needed to “feed the bull”, as the old trading adage goes.  So in a way, the decision was simply a 

way to hand-feed the oil-bulls a tighter supply narrative to chew on until the next OPEC meeting.   

Figure 1: Oil prices surged higher this week as OPEC vowed to keep supplies tight through April…  

 

Source: Bloomberg, Rabobank 
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Ever-changing cycles 
As regular readers know, we spend a great deal of time and effort analysing speculative money 

flows into and out of oil futures markets as these flows can have a tremendous impact on prices, 

even much more than fundamentals in the short-term.  As such, we regularly flag CTA-style fund 

positioning and flows as this group of traders has held a dominant role in the oil price formation 

in past years.  This once dominant role has been waning though in more recent times which 

speaks to the power of ever-changing cycles in financial markets.  This dynamic is quite clear from 

the sharp drop in assets under management (AUM) at publicly traded CTA funds or Managed 

Futures programs as they are also known.  This reduction in capital is only half of the story though 

and as we noted last week, a new and perhaps more important trend has emerged to replace the 

dominant role that was most recently played by CTAs.  To that end, we have been highlighting the 

surge in AUM at “long-only” commodity funds this year on a regular basis.  In fact, these 

commodity fund flows have been significant again this week with close to +1B USD of inflows just 

in the last five days, taking the year-to-date figure above the 5B USD mark.  This surge in assets 

under management at “long-only” commodity funds coupled with the huge drop off in assets 

under management at CTA-style funds has resulted in a widening allocation of capital and a shift 

in trading behaviour in the managed money category of traders as a result.  In our view, and as 

the title implies, one needs to follow the speculative money flows to stay on top of current 

investor trends and right now the money is increasingly coming from macro-inspired inflation 

bets on commodities from an asset class perspective more so than any one specific commodity’s 

fundamentals, as we see it.  This has large implications going forward and one of the biggest 

differences between the two style of funds is that CTAs are “long/short” while the commodity 

index flows are “long-only”.  So on the margin, we would expect to see a reduction in speculative 

“shorts” going forward and an increase in speculative “longs” holding all else equal.  In addition to 

the directional positioning bias implications, flows along the forward curve are likely to change as 

CTA funds generally trade the nearby contract for liquidity purposes while “long-only” commodity 

funds tend to trade up to twelve months out in an effort to optimize roll-yield.  As such, this new 

market cycle is likely to have a material impact for both oil futures prices and calendar spreads. 

Figure 2: A widening allocation of capital 

between “long-only” commodity funds and CTA 

funds has large implications for oil markets… 

 Figure 3: Commodities are the stand-out asset 

class this year, which is attracting more and 

more investor capital into the space… 

 

 

 
Source: Bloomberg, Rabobank  Source: Bloomberg, Rabobank 

Looking Forward 

Looking forward, we continue to expect money flows into commodity funds to have a significant 

influence on oil prices this year and increasingly more so than CTA flows.  The sharp uptick in 

assets under management this year is notable, but total AUM at commodity funds is still just a 

fraction of what it was  back in the early 2010s.  Considering how much “new“ money is flushing 

through global financial markets, we see scope for this to change in a big way as asset allocators 

chase the strong year-to-date returns while also seeking out portfolio diversification benefits.  
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Disclaimer 

Non Independent Research 

This document is issued by Coöperatieve Rabobank U.A. incorporated in the Netherlands, trading as “Rabobank” 

(“Rabobank”) a cooperative with excluded liability.  The liability of its members is limited.  Authorised by De 

Nederlandsche Bank in the Netherlands and regulated by the Authoriteit Financiële Markten. Rabobank London 

Branch (RL) is authorised by the Prudential Regulation Authority and with deemed variation of permission. Subject 

to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. 

Details of the Temporary Permissions Regime, which allows EEA-based firms to operate in the UK for a limited 

period while seeking full authorisation, are available on the Financial Conduct Authority’s website. RL is registered in 

England and Wales under Company no. FC 11780 and under Branch No. BR002630.  This document is directed 

exclusively to Eligible Counterparties and Professional Clients.  It is not directed at Retail Clients  

This document does not purport to be impartial research and has not been prepared in accordance with legal 

requirements designed to promote the independence of Investment Research and is not subject to any prohibition 

on dealing ahead of the dissemination of Investment Research. This document does NOT purport to be an impartial 

assessment of the value or prospects of its subject matter and it must not be relied upon by any recipient as an 

impartial assessment of the value or prospects of its subject matter.  No reliance may be placed by a recipient on 

any representations or statements made outside this document (oral or written) by any person which state or imply 

(or may be reasonably viewed as stating or implying) any such impartiality. 

This document is for information purposes only and is not, and should not be construed as, an offer or a 

commitment by RL or any of its affiliates to enter into a transaction.  This document does not constitute investment 

advice and nor is any information provided intended to offer sufficient information such that is should be relied 

upon for the purposes of making a decision in relation to whether to acquire any financial products.  The 

information and opinions contained in this document have been compiled or arrived at from sources believed to be 

reliable, but no representation or warranty, express or implied, is made as to their accuracy, completeness or 

correctness. 

The information contained in this document is not to be relied upon by the recipient as authoritative or taken in 

substitution for the exercise of judgement by any recipient.  Any opinions, forecasts or estimates herein constitute a 

judgement of RL as at the date of this document, and there can be no assurance that future results or events will be 

consistent with any such opinions, forecasts or estimates.  All opinions expressed in this document are subject to 

change without notice.   

To the extent permitted by law, neither RL, nor other legal entities in the group to which it belongs accept any 

liability whatsoever for any direct or consequential loss howsoever arising from any use of this document or its 

contents or otherwise arising in connection therewith. 

Insofar as permitted by applicable laws and regulations, RL or other legal entities in the group to which it belongs, 

their directors, officers and/or employees may have had or have a long or short position or act as a market maker 

and may have traded or acted as principal in the securities described within this document (or related investments) 

or may otherwise have conflicting interests.  This may include hedging transactions carried out by RL or other legal 

entities in the group, and such hedging transactions may affect the value and/or liquidity of the securities described 

in this document.  Further it may have or have had a relationship with or may provide or have provided corporate 

finance or other services to companies whose securities (or related investments) are described in this document.  

Further, internal and external publications may have been issued prior to this publication where strategies may 

conflict according to market conditions at the time of each publication. 

This document may not be reproduced, distributed or published, in whole or in part, for any purpose, except with 

the prior written consent of RL.  By accepting this document you agree to be bound by the foregoing restrictions. 

The distribution of this document in other jurisdictions may be restricted by law and recipients of this document 

should inform themselves about, and observe any such restrictions.  

A summary of the methodology can be found on our website 
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