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China: Into a Legend Part 3 - In -37 world of Crude Oil Treasure 
 
The week started with an epic oil crash on Monday (20 April), when the May West Texas Intermediate (WTI) futures contract hit 
as low as US$40.32/barrel (Chart 1), one day before the contract expired on Tuesday. As the dust settled and the May WTI futures 

contract price recovered, Chinese investors that invested in Yuan You Bao (原油宝), which translate to Crude Oil Treasure was 

left on the hook. Crude Oil Treasure, an investment product that is linked to crude oil by Bank of China 
 
Chart 1: May WTI futures plunged into negative territory. 

 
Source: Bloomberg 
 

Bank of China was rolling over its WTI futures contract on Monday, unlike other Chinese banks who rolled over oil futures at earlier 
dates. Although the total outstanding for May WTI futures contract that needed to be rolled over was unclear, it was estimated that 
the retail investors may have lost US$85mil when Bank of China announced that the underlying settlement value for the May WTI 
futures contract was -US$37.63 where they have settled the contracts in accordance with guidelines previously disclosed to clients.  
 
When non-commercial investors attempted to avoid taking delivery of physical oil shipments, this caused the Crude Oil Treasure 
to be slammed by the strained liquidity in energy trading on Monday. Looking at the crude oil storage utilization rate in US (Chart 
2), albeit the utilization rate at Cushing, Oklahoma was picking up since end-March and currently recorded at 75% utilization rate 
while the total storage rate in US is at 60%. , We believe that there is still capacity to store physical delivery of oil, although the 
demand is weak currently. On the other hand, the petrol shipments in US also show an increasing trend since early-April (Chart 
3). Although the “reverse oil shock” has settled down and oil prices are normalizing, we see a risk that WTI crude oil prices could 
swing negative again if algo and other technical traders recognize the novel possibility of negative prices. 
  
 

Chart 2: Crude Oil Storage Utilization Rate in US Chart 3: Petrol shipments in US 
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Source: EIA 

 

We believe that the impact of this negative May WTI Futures contract to our portfolio is minimal. Thus, we maintain our overweight 
view on China and retain our existing funds.  We expect economic activities to further improve in April while Beijing will continue 
implement policy support to combat economic damages from COVID-19.  
 
The table below indicates that there are no exposure to Bank of China for our model portfolio (Phillip Allocator April 2020: Read 
More) within China/ Hong Kong funds. We believe that investors are aware that Shariah-compliant funds cannot have exposure 
to conventional financial and banking stocks.  
 

 Fund Name Shariah Remark 

1 Aberdeen Standard Islamic World Equity A MYR Yes - 

2 Affin Hwang AIIMAN Asia (ex Japan) Growth Yes - 

3 Affin Hwang Select Bond Fund No A global bond fund with Asian focus. Based on 
the fund house, there are no holdings on Bank of 
China.   

4 Eastspring Investments Dinasti Equity Yes - 

5 Pheim Asia Ex- Japan Islamic Yes - 

6 RHB Islamic Global Developed Markets MYR Yes - 

 

 

 

Disclaimer: This compilation is prepared by Phillip Mutual Berhad (“PMB”) in its capacity as an IUTA approved by the Federation of Investment 

Managers Malaysia (“FIMM”) for specific Funds distributed by PMB. The information contained herein is general information only and not intended 

for public distribution. It is furnished to the recipient on a confidential basis. It does not take into account your individual objectives, financial 

situations or needs. You should seek your own professional advisers before investing. No part of this document may be circulated or reproduced 

without prior permission of PMB and does not constitute an offer, invitation or solicitation to invest in the specific Funds. Any investment product 

or service offered by PMB is not obligations of, deposits in or guaranteed by PMB. You are advised to read and understand the relevant 

prospectuses for the Funds, which have been registered with the Securities Commission Malaysia who takes no responsibility for the contents. 

The respective prospectuses to the Funds are obtainable at any of our offices, website and authorised agents. Any issue of units to which the 

prospectuses relate will only be made on receipt of the duly completed application form referred to in and accompanying the prospectuses. 

Investment in unit trust funds is not the same as placing money in a deposit with a financial institution. There are risks involved, and investors 

should rely on their own evaluation to assess the merits and risks when investing in these funds. There are also fees and charges involved and 

investors are advised to consider them before investing in theFunds. Investment in shares and bonds may go up as well as down. The prices of 

units and distribution payable, if any, may also go up as well as down. Past performance of the unit trust funds is not an indication of its future 

performance. If investors are in any doubt about any feature or nature of the investment, they should consult PMB to obtain further information 

before investing or seek otherprofessional advice for the suitability of the Funds and to their specific investment needs or financial situations. 

Information contained herein are based on the law and practise currently in force in Malaysia and are subject to changes in such law without any 

notice 
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https://www.eunittrust.com.my/pdf/fundview/PhillipAllocator_Apr2020.pdf
https://www.eunittrust.com.my/pdf/fundview/PhillipAllocator_Apr2020.pdf

