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ENERGY PERFORMANCE (June 2016) (% change)
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ENERGY COMPLEX 

Crude Oil

Overview 

In the month of June crude oil prices continued its 

bullish momentum on supply disruptions and 

decline in US shale production. Prices managed to 

hover in range of $45.83-51.67 in NYMEX and 3115-

3439 in MCX. The amount of Saudi crude in 

domestic and overseas storage facilities stood at 

290.9 million barrels at the end of April, the lowest 

level since August 2014. The International Energy 

Agency stated this month that Saudi Arabia could 

increase production beginning in June to cover 

increased power needs during the summer. The 

kingdom's production has been around 10.2 million 

barrels since the start of the year. OPEC's crude oil 

exports rose only "slightly" last year to 23.60 million 

barrels per day (bpd), up 1.7 percent from 23.20 

million bpd the previous year.

Outlook

Crude oil futures are expected to trade on volatile 

path in the month of July. Movement of greenback 

will also affect the price movement of crude oil in 

near term which can move in range of 95-97. Crude 

oil can move in range of 3000-3600 in the 

month of July. Recently supply disruptions and 

improved demand outlook have lifted the prices 

higher. According to DoE, crude oil inventories for 

the week ended 24th June 2016, decline by 4.053 

million barrels and API data shows decline in 

inventory by 3.86 million barrels. Iraq's oil exports 

are set to decline in June for a second month, 

according to loading data and an industry source, 

adding to signs that supply growth from OPEC's 

second-largest producer is slowing this year. Iraq in 

2015 provided the biggest rise in supply from the 

Organization of the Petroleum Exporting Countries. 

Strike by workers in Norway and the political crisis 

in Venezuela are push factors for oil prices to trade 

higher. Traders, however, have been concerned 

July 2016

about a potential slowdown in energy demand in the 

wake of the U.K.'s vote to leave the European Union, and 

a likely recovery in global output levels.

IEA sees oil market balance in 2016, 

surplus to re-emerge next year

The oil market is now in balance thanks to unplanned 

outages and robust demand, particularly from emerging 

economies, but this equilibrium will tilt into surplus 

again early next year.

The agency said in its monthly report that demand 

growth in 2017 is likely to reach 1.3 million barrels per 

day (bpd), the same level at which it estimates growth 

for this year, having revised up its May 2016 forecast of 

1.2 million bpd.

IEA latest demand estimate

The IEA's latest demand estimate for the first three 

months of this year shows global oil deliveries rising by 

1.6 million bpd to 95.2 million bpd, with nine out of 

every 10 extra barrels going to a non-OECD economy.

IEA latest supply estimate

On the supply side, the IEA said output fell by 590,000 

bpd year-on-year to 95.4 million bpd in May, the first 

major decline IEA sees oil market balance in 2016, 

surplus to re-emerge next year since the start of 2013, as 

spending cuts and outages reduced non-OPEC 

production by 1.3 million bpd from a year earlier.

Venezuela's oil production tumbles as 

economic crisis worsens

Venezuelans are rioting and looting amid worsening 

food shortages, but the OPEC country's remote oil fields 
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Brent WTI Spread

Source: Reuters

Analysis: Brent WTI crude oil spread can hover in range of $0-2 in the month of July. 

have been sheltered from the social unrest so far. But 

Venezuela's blistering economic crisis is hitting 

them full on. Output in the Venezuela which has the 

world's largest oil reserves, dropped to 2.37 million 

barrels per day (bpd) in May. That's down some 5 

percent from April and nearly 11 percent from 2015's 

average, data showed. Amid a cash crunch, 

Venezuela's oil industry is suffering from shortages 

of spare parts, the retreat of oil services companies 

due to unpaid bills, maintenance issues, and crime, 

according to workers, union leaders, and foreign 

executives.

Suncore wildfire also affected Canada 

output

The wildfire, which forced the evacuation of the oil 

sands hub of Fort McMurray, also shuttered operations 

at facilities owned by Suncor and other producers in the 

region for weeks, at one point cutting Canada's crude 

output by more than a million barrels a day. The Suncor 

number is the first concrete figure to emerge from oil 

sands companies on the scale of their wildfire costs.
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Some key points from EIA estimates 

Liquid fuel Consumption

Total U.S. liquid fuels consumption increased by an 

estimated 290,000 b/d (1.5%) in 2015. Liquid fuels 

consumption is forecast to increase by 230,000 b/d 

(1.2%) in 2016 and by an additional 60,000 b/d 

(0.3%) in 2017. Motor gasoline consumption 

increased by an estimated 240,000 b/d (2.7%) in 

2015 to an average of 9.16 million b/d. Gasoline 

consumption is forecast to increase by 170,000 b/d 

(1.8%)  to 9.33 million b/d in 2016, which would be 

the highest annual average gasoline consumption  

on record. The previous annual average high was 

9.29 million b/d in 2007. The increase in 

consumption reflects a forecast 2.5% increase in 

highway travel (because of employment growth and 

low retail gasoline prices) that is partially offset by 

increases in vehicle fleet fuel  economy. EIA 

forecasts gasoline consumption in 2017 will be close 

to its 2016 level.

Liquid Fuels Supply

U.S. crude oil production is projected to decrease 

from an average of 9.4 million b/d in 2015 to 8.6 

million b/d in 2016 and to 8.2 million b/d in 2017. The 

forecast reflects a decline in Lower 48 onshore 

production that is partially offset by growing production 

in the federal Gulf of Mexico. EIA estimates that total 

U.S. crude oil production has fallen by more than 0.9 

million b/d since April 2015 to an average of 8.7 million 

b/d in May 2016. Almost all of the production decline 

was in the Lower 48 onshore.

EIA estimates that petroleum and other liquid fuels 

production in countries outside of the Organization of 

the Petroleum Exporting Countries (OPEC) grew by 1.5 

million b/d in 2015, with more than half of the growth 

occurring in North America. EIA expects non-OPEC 

production to decline by 0.6 million b/d in 2016 and by 

0.2 million b/d in 2017.

Crude oil may trade on upside path as decline 

in US shale production and supply disruptions 

can give support to the prices. Global 

macroeconomic numbers along with weekly 

inventory data in US will also affect the overall 

sentiments. 

Range 

Crude Oil

MCX Rs 3000-3600 per barrel 

NYMEX 42-55 per barrel  
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Natural Gas use typically hits a seasonal low with spring's mild 

temperatures, before warmer weather increases 
Overview

demand for gas-fired electricity generation to 
Natural gas continued its upside momentum in the power air conditioning.
month of June amid increasing demand amid hotter 

temperatures and falling production. Overall it 
U.S. Natural Gas Consumptiontraded in range of $2.27-2.97 in NYMEX and 

153.80-201.40 in MCX in the month of June. EIA's forecast of U.S. total natural gas consumption 
Natural gas prices are up nearly 40% since late May averages 76.6 Bcf/d in 2016 and 77.8 Bcf/d in 2017, 
as expectations have grown that hot summer compared with 75.3 Bcf/d in 2015. In 2016, 
weather will lead to heavy demand. Demand for increases in total natural gas consumption are 
natural gas tends to rise in the summer months as mainly attributable to increases in electric power 
warmer temperatures increase the need for gas- sector use. Forecast electric power sector use of 
fired electricity to power air conditioning. The U.S. natural gas increases by 5.1% in 2016, then declines 
Energy Information Administration stated in its by 1.5% in 2017, as natural gas prices rise and 
weekly report that natural gas storage in the U.S. in contribute to increasing coal generation. Forecast 
the week ended June 17 rose by 62 billion cubic feet, industrial sector consumption of natural gas 
above forecasts for an increase of 58 billion. increases by 2.7% in 2016 and by 1.7% in 2017, as 

new fertilizer and chemical projects come online.  

Outlook

Natural Gas Production and Trade  Natural gas may trade on upside path as it 

can move in range of 180-225 in the month of EIA's most recent survey data indicate a decline in 
July. The combination of hot weather and higher natural gas production in March. EIA expects 
gas usage per degree of demand has been practically production to rise only slightly through the rest of 
made-to-order for the oversupplied gas market, and 2016 because of low natural gas prices and declining 
has led to record power burn in June to date. The rig activity. In 2017, production is expected to rise in 
energy department expects production will grow by response to forecast price increases and increases in 
1 per cent in 2016, the slowest pace in years. The gas liquefied natural gas (LNG) exports. Overall, EIA 
market is now in the midst of “injection season”, expects production to rise by 1.0% in 2016 and by 
when surplus supplies are pumped underground. 2.3% in 2017. EIA expects natural gas exports by 
Heat in some regions has driven up gas use in power pipeline to Mexico will increase because of growing 
plants, slowing the pace of injections. demand from Mexico's electric power sector and 

flat natural gas production in Mexico. EIA projects The natural-gas market remains oversupplied 
LNG gross exports will rise to an average of 0.5 following a winter of sluggish demand, but the 
Bcf/d in 2016, with the startup of Cheniere's Sabine relative surplus of fuel in storage has shrunk in 
Pass LNG liquefaction plant in Louisiana, which recent weeks due to declining production and rising 
sent out its first cargo in February 2016. EIA demand. 
projects gross LNG exports will average 1.3 Bcf/d in 

2017, as Sabine Pass ramps up its capacity.
Weather forecast for MDA

Natural gas may continue its bullish 
Updated weather forecasting models suggested that momentum in the month of July on renewed 
temperatures may be hotter than normal demand and fall in rig count. Weather 
throughout most of the contiguous U.S. from July 8 conditions in US and inventory data is likely 
through July 12. Demand for natural gas tends to to give further direction to the prices.
rise in the summer months as warmer temperatures 

increase the need for gas-fired electricity to power 

air conditioning. Natural gas prices are up nearly 

45% since late May as expectations have grown that 

hot summer weather will lead to heavy demand. Gas 
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Range 

Natural gas        

NYMEX $2.50- $3.40 per mmBtu

MCX Rs 180-225 per mmBtu 
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SMC Global Securities Limited is proposing, subject to receipt of requisite approvals, market conditions and other considerations, a further public offering of its equity shares and has filed the Draft Red Herring Prospectus 
with the Securities and Exchange Board of India (“SEBI”) and the Stock Exchanges. The Draft Red Herring Prospectus is available on the website of SEBI at www.sebi.gov.in and on the websites of the Book Running Lead 
Manager i.e., ICICI Securities Limited at www.icicisecurities.com and the Co- Book Running Lead Manager i.e.,  Elara Capital (India) Private Limited at www.elaracapital.com . Investors should note that investment in 
equity shares involves a high degree of risk and for details relating to the same, please see the section titled “Risk Factors” of the aforementioned offer document.

Disclaimer:

This report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to you. It is only for private circulation and use .The report is based upon information 
that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the contents of the report.  The report should not be reproduced 
or redistributed to any other person(s)in any form without prior written permission of the SMC. 

The contents of this material are general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage 
that may arise to any person due to any action taken on the basis of this report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an 
individual client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the macro 
and micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions.

Please note that we and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance if this material;(a) from time to time, may have long or short positions in, and buy or sell the 
commodities thereof, mentioned here in or (b) be engaged in any other transaction involving such commodities and earn brokerage or other compensation or act as a market maker in the commodities discussed herein (c) 
may have any other potential conflict of interest with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.
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Sandeep Joon Sr. Research Analyst (Metals & Energy)

Boardline : 011-30111000 Extn: 683 sandeepjoon@smcindiaonline.com


	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11

