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ENERGY PERFORMANCE (Oct 2016) (% change)

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

Source: Reuters & SMC
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ENERGY COMPLEX 

Overview 

In the month of October crude oil prices traded on 

volatile path on mixed fundamentals but ended the 

month on weaker note. Uncertainty regarding 

compliance of OPEC production cut created 

skepticism in investor’s mind last month. In the 

month of October it managed to hover in range of 

$46.63-51.93 in NYMEX and 3142-3464 in MCX. 

There is also growing skepticism about the 

Organization of the Petroleum Exporting Countries' 

(OPEC) upcoming plan to limit production. 

Recently executive of Russia's Rosneft stated that 

the state oil producer has potential to add as much as 

200 million tonnes a year, or about 4 million barrels 

per day, to its output. Oil prices are up about 13 

percent since OPEC announced on Sept. 27 its first 

planned output cut in 8 years to rein in a global glut 

that halved prices from mid-2014 highs above $100 

a barrel.

Outlook

Crude oil futures are expected to trade on volatile 

path in the month of November. Crude oil can 

move in range of 2800-3400 in the month of 

November. Investors remain uncertain as to 

whether OPEC can implement the tentative 

agreement to cut production. As OPEC gathers in 

Vienna on 30th November to consider cutting its oil 

output, a lower profile event in Baghdad on the same 

day will signal Iraq's longer term ambition to do 

precisely the opposite. Iraq, OPEC's second biggest 

oil producer, wants to be exempt from the cut, 

arguing it needs the revenues to fight Islamic State. 

Other OPEC-members, including Libya and Nigeria, 

are likely to be exempt from cutting production, 

while Iran and Venezuela and Indonesia are also 

unlikely to reduce output.

Latest Crude oil stockpiles

U.S. crude oil stockpiles soared more than 14 million 

barrels, the largest weekly build since the U.S. Energy 

Department started keeping records in 1982, bolstered 

by hefty imports and a decline in refining runs. The 

massive build in supply represents a rebound after 

several weeks of sharp drawdowns in inventories that 

was kicked off by a 14-million-barrel draw in early 

September. That drop was initially thought to be an 

anomaly because of storm activity, but six of the seven 

weeks that followed also showed drawdowns. Gasoline 

stocks fell 2.2 million barrels, compared with analysts' 

expectations for a 1.1 million-barrel drop.

US Crude Oil Rig Count Rose for the 16th 

Time in 18 Weeks

Baker Hughes (BHI) reported that the US crude oil rig 

count fell by two to 441 rigs from October 21–28, 2016. 

It was the second fall in US crude oil rigs in the last 18 

weeks. However, US crude oil rigs rose for the 16th time 

in the last 18 weeks. The active rigs rose as crude oil 

prices recovered from lows earlier this year.
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Brent WTI Spread

Source: Reuters

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

Some key points from EIA estimates 

U.S. crude oil production is forecast to average 8.7 

million b/d in 2016 and 8.6 million b/d in 2017. 

Forecast production in 2017 is almost 0.1 million 

b/d higher than in the previous forecast. The 

forecast for U.S. crude oil production between the 

fourth quarter of 2016 and the second quarter of 

2017 has been lowered slightly, but by the fourth 

quarter of 2017, production is more than 0.2 million 

b/d higher than previously forecast. 

The higher production forecast is the result of 

changes in modeling methodology applied to the 

Lower 48 states excluding federal Gulf of Mexico. 

Most important in the new methodology, all 

horizontal wells drilled since 2014 are fit with 

individual decline curves and projected out to 2020 

before being aggregated to state and sub-state region 

levels. Aggregate decline curve parameters are also 

calculated for all other wells by state and intrastate 

regions.

Crude oil may trade on volatile path on mixed 

fundamentals. Global macroeconomic numbers 

along with weekly inventory data in US will also 

affect the overall sentiments. 

Range 

Crude Oil

MCX Rs 2800-3400 per barrel 

NYMEX $42-52 per barrel  
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Natural Gas

EIA ForecastsOverview

Natural gas traded on volatile path in October as Natural Gas Production and Trade
prices rose in initial part of the month but again Natural gas marketed production is forecast to 
tumbled lower on profit booking and decline in average 77.5 Bcf/d in 2016 and 81.2 Bcf/d in 2017, 
demand. Overall it traded in range of $2.62-3.36 in which are 1.7 Bcf/d and 0.4 Bcf/d lower than in the 
NYMEX and 199.50-239.70 in MCX in the month of previous forecast, respectively. These changes 
October. Recent prices dived lower as warm reflect forecast adjustments based on lower-than-
weather and heavy stockpiles continued to weigh on expected drilling activity that has contributed to 
the market. actual data coming in below previously forecast 

levels.

Natural gas may trade on weaker path in the Outlook
month of November as rig count data along 

Natural gas has fallen recently amid forecasts for 
with weather conditions in US and 

“warm weather in the near-term, especially in the 
inventory data is likely to give further 

South and central U.S. Energy Information 
direction to the prices.

Administration, reported that supplies rose a bit 

more than expected. Warmer-than-average 

weather in key gas-consuming regions in the U.S. 

ignited speculation that a mild winter will curtail 

demand for the heating fuel and leave a glut of it in 

storage, weighing on prices next year. Gas futures 

often reach a seasonal low in October, when mild 

weather reduces demand, before recovering in the 

winter, when heating-fuel use peaks.

Natural gas may trade on weaker path as it 

can move in range of 170-215 in the month of 

November.

Updated weather forecast for Natural 

gas

Unseasonably warm temperatures across the U.S. 

have weighed on the price natural gas since the 

October peak was established. And, according to 

reports, weather forecasts are showing warm 

temperatures extending over the next two weeks. 

However, in recent sessions traders have been 

shrugging off concerns about the weather forecasts 

and instead are willing to bet that winter heating 

demand can combine with a slowdown in gas 

drilling to lead to supply shortages and ease a glut 

that has lingered in storage since last winter.
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Range 

Natural gas        

NYMEX $2.50- $3.10 per mmBtu

MCX Rs 170-215 per mmBtu 

Nov 2016
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