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ENERGY PERFORMANCE (Aug 2016) (% change)

ENERGY PERFORMANCE (January 2016 - July 2016) (% change)

Source: Reuters & SMC
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ENERGY COMPLEX 

Crude Oil

Overview 

In the month of August crude oil prices witnessed 

sharp bounce back on fear of production cut and 

falling stockpiles. Prices managed to hover in range 

of $39.19-48.75 in NYMEX and 2631-3295 in MCX. 

Oil prices jumped in August after comments from 

the Saudi and Russian oil minister about possible 

action to stabilize prices triggered a round of buying 

and the International Energy Agency forecast crude 

markets would tighten in the second half of 2016. 

However sharp upside is capped as Saudi Arabia 

could boost crude output in August to 10.8-10.9 

million bpd, overtaking Russia's production, even as 

OPEC aims for a pact to curb global output. 

Outlook

Crude oil futures are expected to trade on volatile 

path with negative bias in the month of September. 

Movement of greenback will also affect the price 

movement of crude oil in near term which can move 

in range of 94-96. Crude oil can move in range 

of 2800-3450 in the month of September. 

After the sanctions over Iran's nuclear programme 

were lifted, there was fear that the oil market would 

be flooded with Iranian oil, which might cause the 

glut to deepen. But, Iran's production has moved up 

from three mbpd to only 3.85 mbpd. It is not able to 

ramp up production rapidly due to lack of foreign 

investment and its own unwillingness to undercut 

rivals on pricing. Oil prices rose more than 20% in 

the first three weeks of August on talk of a potential 

deal by oil exporters to freeze production levels to try 

to support prices. Venezuela and Iran continue to 

seek consensus on ways to stabilize oil markets and 

strengthen OPEC, Venezuelan President Nicolas 

Maduro stated recently.

Crude oil prices supported by production 

suspensions

Production suspensions in the Gulf of Mexico are 

supporting oil prices early on August 30. According to 

the U.S. Bureau of Safety and Environmental 

Enforcement, the oil and gas production in the Gulf of 

Mexico has been suspended as a measure against the 

forecasted tropical storm. This precaution resulted in 

the suspension of production of 170,000 barrels per day 

of crude oil and 190 million cubic feet per day of natural 

gas. On the other hand, speculations about output freeze 

talks in producers and consumers' meeting scheduled 

for September 26–28 in Algeria also supported the 

prices.

Latest US rig count

Analysis: On September 2, 2016, Baker Hughes 

released its US crude oil rig count. It reported that the 

US crude oil rig count rose by one to 407 rigs between 

August 2 and September 2, 2016. The US crude oil rig 

count rose for the ninth time in the last ten weeks for the 

week ending September 2, 2016, due to higher crude oil 

prices early in June.

Sep 2016



3

E
N

E
R

G
Y

Brent WTI Spread

Source: Reuters

Analysis: Brent WTI crude oil spread can hover in range of $1-3 in the month of September.

Sep 2016

US crude oil rig count's peaks and lows

Analysis: The US crude oil rig count 

peaked at 1,609 in October 2014. In 

contrast, it hit 316 in the week ending 

May 27, 2016, which was the lowest level 

since the 1940s. The US drilling activity 

fell due to lower crude oil prices. The 

lower prices were due to oversupply.
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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 170,000 b/d 

(0.9%) in 2016 and by an additional 90,000 b/d 

(0.5%) in 2017.  Motor gasoline consumption is 

forecast to increase by 150,000 b/d (1.7%) to 9.31 

million b/d in 2016, which would make it the highest 

annual average gasoline consumption on record, 

surpassing the previous record set in 2007. The 

increase in gasoline consumption reflects a forecast 

2.3% increase in highway travel (because of 

employment growth and lower retail gasoline 

prices) that is partially offset by increases in vehicle 

fleet fuel economy. EIA forecasts that gasoline 

consumption in 2017 will be close to the 2016 

average.

OPEC crude oil production averaged 31.8 million 

b/d in 2015, an increase of 0.8 million b/d from 

2014, led by rising production in Iraq and Saudi 

Arabia. Forecast OPEC crude oil production rises by 

0.7 million b/d in 2016, with Iran accounting for 

most of the increase and by an additional 0.6 million 

b/d in 2017. The forecast does not assume a 

collaborative production cut among OPEC members 

and other producers, as major OPEC producers are 

expected to continue their strategy of maintaining 

market share.

Liquid Fuels Supply

U.S. crude oil production is projected to decrease from 

an average of 9.4 million b/d in 2015 to 8.7 million b/d 

in 2016 and to 8.3 million b/d in 2017. The forecast 

reflects declining Lower 48 onshore production that is 

partly offset by growing production in the federal Gulf of 

Mexico. EIA estimates that total U.S. crude oil 

production has fallen by 1.1 million b/d since April 2015 

to an average of 8.6 million b/d in July 2016. Almost the 

entire production decline was in the Lower 48 onshore.

EIA estimates that petroleum and other liquid fuels 

production in countries outside the Organization of the 

Petroleum Exporting Countries (OPEC) grew by 1.6 

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 

0.4 million b/d in 2017.

Crude oil may trade on downside path as supply 

glut scenario and weak demand can keep the 

prices on weaker side. Global macroeconomic 

numbers along with weekly inventory data in 

US will also affect the overall sentiments.   

Range 

Crude Oil

MCX Rs 2800-3450 per barrel 

NYMEX $42-50 per barrel 

Sep 2016
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Natural Gas EIA Forecasts

Overview U.S. Natural Gas Consumption

Natural gas traded on volatile path with as prices EIA's forecast of U.S. total natural gas consumption 

started the month on weaker note but rose sharply averages 76.3 Bcf/d in 2016 and 77.2 Bcf/d in 2017, 

higher in latter part of the month on increasing compared with 75.3 Bcf/d in 2015. In 2016, 

demand amid hotter temperatures and falling increases in total natural gas consumption are 

production. Overall it traded in range of $2.52-2.94 mainly attributed to increases in electric power 

in NYMEX and 169.30-197.80 in MCX in the month sector use. Forecast electric power sector use of 

of August. Demand for natural gas tends to rise in natural gas increases by 4.8% in 2016, then declines 

the summer months as warmer temperatures by 1.7% in 2017, as rising natural gas prices 

increase the need for gas-fired electricity to power contribute to increasing coal use for electricity 

air conditioning. Total U.S. natural gas storage generation. Forecast industrial sector consumption 

currently stands at 3.317 trillion cubic feet, of natural gas increases by 2.5% in 2016 and by 1.1% 

according to the U.S. Energy Information in 2017, as new fertilizer and chemical projects 

Administration, 10.9% higher than levels at this come online.  

time a year ago and 13.3% above the five-year 

average for this time of year.
Natural Gas Production and Trade  

EIA's natural gas marketed production in May, the 
Outlook month of the most recent survey data, averaged 78.1 

Natural gas may trade on volatile path as it Bcf/d, which is down 2.0 Bcf/d from the record-

can move in range of 160-205 in the month of high daily average production in February 2016. 

September.  Inventories stand 12% above the five- However, EIA expects production to increase in late 

year average for this time of year, a much smaller 2016 and through 2017 in response to forecast price 

surplus compared with several months ago. That increases and increases in liquefied natural gas 

improving balance has been the driving force (LNG) exports. Forecast natural gas production 

behind gas-price gains in the spring and summer rises by 0.6% in 2016 and by 2.9% in 2017.

that keep it hovering near one-year highs.

Natural gas may trade on volatile path in 

the month of September on renewed Impact of natural gas production
demand and fall in rig count can support 

High natural gas production will add to US natural 
the prices. While weather conditions in US 

gas inventories and pressure natural gas prices. 
and inventory data is likely to give further 

Lower natural gas prices will have a negative impact 
direction to the prices.

on oil and gas producers' earnings such as Rex 

Energy, EXCO Resources, and Antero Resources.

Higher natural gas consumption in 

2016

In 2016, increases in total natural gas consumption 

are mainly attributed to increases in electric power 

sector use. Forecast electric power sector use of 

natural gas increases by 4.8% in 2016, then declines 

by 1.7% in 2017, as rising natural gas prices 

contribute to increasing coal use for electricity 

generation.E
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Range 

Natural gas        

NYMEX $2.50- $3.20  per mmBtu

MCX Rs 160-205  per mmBtu

Sep 2016
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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.

Sandeep Joon Sr. Research Analyst (Metals & Energy)

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