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ENERGY COMPLEX 

Overview 

In the month of January crude oil prices traded on 

volatile path as prices surged higher on news of 

production cut by OPEC. In the month of January it 

managed to hover in range of $50.71-55.24 in 

NYMEX and 3478-3780 in MCX. The International 

Energy Agency (IEA) stated that while it was "far too 

soon" to gauge OPEC members' compliance with 

promised cuts, commercial oil inventories in the 

developed world fell for a fourth consecutive month 

in November, with another decline projected for 

December. According to OPEC Secretary General 

Mohammed Barkindo” Oil stocks around the world 

need to decline by at least another 270 million 

barrels to reach a five-year industry average for 

OPEC to be able to say the markets are becoming 

balanced”.

Outlook

Crude oil futures are expected to trade on sideways 

path in the month of February as the rig count data, 

inventory and implementation of OPEC and non 

OPEC producers can give support to the prices. 

Movement of greenback will also affect the price 

movement of crude oil .Crude oil can move in 

range of 3400-3850 in the month of 

February in MCX. Recently growth in U.S. output 

was counteracting efforts by the Organization of the 

Petroleum Exporting Countries (OPEC) and other 

producers including Russia to reduce a global fuel 

overhang, resulting in range bound prices. OPEC 

and other producers have agreed to cut production 

by almost 1.8 million barrels per day (bpd) for the 

first half of 2017 to fight a supply overhang that has 

seen between 1 million and 2 million bpd of crude 

being produced in excess of consumption over the 

past two years. U.S. oil production, however, has 

risen by around half a million barrels per day since 

mid-2016 to 8.96 million bpd.

U.S. oil rig count rises to highest since 

October 2015: Baker Hughes

U.S. energy companies added oil rigs for a 13th week in 

the last 14, extending a nine-month recovery as drillers 

take advantage of crude prices that have held mostly 

over $50 a barrel since OPEC agreed to cut supplies in 

late November. Drillers added 17 oil rigs in the week to 

Feb. 3, bringing the total count up to 583, the most since 

October 2015. Since crude prices first topped $50 a 

barrel in May after recovering from 13-year lows last 

February, drillers have added a total of 267 oil rigs in 32 

of the past 36 weeks, the biggest recovery in rigs since a 

global oil glut crushed the market over two years 

starting in mid 2014.

Brent WTI Spread

Analysis: Brent WTI crude oil spread can hover in 

range of $2-3.8 in the month of February. 

Feb 2017

Source: Reuters
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Some key points from EIA estimates 

Global Petroleum and Other Liquid Fuels 

Consumption

Global consumption of petroleum and other liquid 

fuels averaged 95.6 million b/d in 2016, an increase 

of 1.4 million b/d from 2015. Consumption growth 

in 2016 was driven by non-OECD countries. 

Consumption growth is expected to be about 1.6 

million b/d in 2017 and 1.5 million b/d in 2018, with 

1.2 million b/d of the growth in both years coming 

from rising non-OECD consumption. Forecast 

growth in the consumption of hydrocarbon gas 

liquids (HGL) is an important driver of overall 

global liquid fuels consumption growth.

China and India are expected to be the largest 

contributors to non-OECD petroleum consumption 

growth. China’s consumption growth is forecast to 

average 0.3 million b/d in both 2017 and 2018. 

China’s growth in consumption of petroleum and 

other liquid fuels is driven by increased use of 

gasoline, jet fuel, and HGL, which more than offsets 

decreases in diesel consumption.

Non-OPEC Petroleum and Other Liquid 

Fuels Supply

EIA estimates that petroleum and other liquid fuels 

production in non-OPEC oil producing countries 

decreased by 0.6 million b/d in 2016, with more 

than half of the decrease occurring in North 

America. However, EIA expects non- OPEC 

production to rise by 0.4 million b/d in 2017 and by 

0.7 million b/d in 2018, as total U.S. liquid fuels 

production increases by 0.3 million b/d and by 0.7 

million b/d, in those respective years, in response to 

rising oil prices and increases in drilling 

productivity.

Among non-OPEC producers excluding the United 

States, declining oil production in some areas is 

expected to be countered by rising production in 

other areas. Some of the largest declines are 

expected to be in the North Sea and Mexico. 

Production in Norway and the United Kingdom, 

both of which posted increases in 2016, is expected 

to fall in the next two years, with total North Sea 

liquids production declining by more than 0.1 

million b/d in 2017 and by almost 0.2 million b/d in 

2018. In Mexico, liquids production is forecast to 

decline by more than 0.1 million b/d in both 2017 and 

2018.

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 3400-3850 per barrel 

NYMEX $45-60 per barrel  

Feb 2017
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Natural Gas

EIA ForecastsOverview

Natural gas tumbled lower in the month of January Natural Gas Production and Trade
on weaker demand. Overall it traded in range of Total U.S. natural gas consumption averaged 75.1 
$3.09-3.56 in NYMEX and 211.60-254.20 in MCX billion cubic feet per day (Bcf/d) in 2016. EIA 
in the month of January. Natural gas markets have expects natural gas consumption to increase by 0.3 
been volatile in recent weeks, changing course Bcf/d (0.4%) in 2017 and by 1.5 Bcf/d (2.0%) in 
rapidly in response to shifting outlooks in short- 2018. In 2017, increases in total natural gas 
term weather patterns. Meanwhile, weather consumption are mainly because of higher 
forecasts for the end of January turned warmer, residential and commercial consumption based on 
which should dampen demand for the heating fuel. a forecast of colder winter temperatures. In 2018, 

the electric power and industrial sectors are the 

main drivers of consumption growth.Outlook
Based on forecasts by the National Oceanic and 

Natural gas may trade on volatile path as it 
Atmospheric Administration (NOAA), EIA projects 

can move in range of 190-235 in the month of 
heating degree days (HDD) to be 6.7% higher in 

February. Recently it fell to their lowest levels 
2017 than in 2016, which had a warmer-than-

since November on forecasts continuing to call for 
normal winter. EIA expects residential and 

mostly warmer-than-normal weather for the rest of 
commercial natural gas consumption to increase by 

the winter.
6.0% and by 5.2%, respectively, in 2017. In 2018, 

So far, the November-through-March period is on 
residential and commercial consumption are both 

track to be slightly colder than last year's record-
projected to be roughly unchanged from 2017 

warm winter but hotter than the 10- and 30-year 
levels.

averages. Heating degree days have totaled 2,026 so 
Industrial sector consumption of natural gas 

far this season, versus 1,948 during the same period 
increased by 1.9% in 2016, and it is forecast to rise 

last winter, a 30-year average of 2,270 and a 10-year 
by 0.6% in 2017 and by 1.9% in 2018. New fertilizer 

average of 2,208.
and chemical projects contribute to industrial 

Looking ahead, those warmer-than-normal winter 
sector natural gas consumption growth. A long 

forecasts pushed futures into contango through 
period of low natural gas prices in the United States 

August with the premiums of April 2017 over March 
has made it economical for companies to upgrade 

2017 and March 2018 over March 2017 both rising 
existing ammonia plants and plan for the 

to their highest since the contracts started trading in 
construction of new nitrogen projects, adding an 

2008.
estimated production capacity of 5.0 million tons 

Even though storage levels are currently over the per year through 2019.
five-year average, it is expected that inventories to 

decline faster than usual this year despite weaker 

power demand, in part because exports are higher 

and production is lower.

Updated weather forecast for Natural 

gas

Forecasts for warmer weather in key regions across 

the U.S. during the next few weeks weighed on 

heating demand expectations. Natural gas markets 

have been volatile in recent weeks, changing course 

rapidly in response to shifting outlooks in short-

term weather patterns.
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Natural Gas Production and Trade

EIA estimates that dry natural gas production averaged 72.4 Bcf/d in 2016, a decline of 1.8 Bcf/d (2.4%) from 

2015. This decline is the first time annual average natural gas production has fallen since 2005. Production of 

marketed natural gas fell 1.8% in 2016 from 2015 levels. The higher decline rate for dry natural gas production 

compared with marketed production reflects higher rates of ethane recovery.

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

weather conditions in US and inventory data is likely to give further direction to the prices.
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Range 

Natural gas        

NYMEX $2.50- $3.20 per mmBtu

MCX Rs 190-235 per mmBtu 
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