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ENERGY PERFORMANCE (Mar 2017) (% change)

Source: Reuters & SMC
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ENERGY COMPLEX 

Overview 

In the month of March crude oil prices traded on 

weaker path as fear of increased US shale 

production kept the prices under pressure while 

weaker dollar index capped the downside. In the 

month of March it managed to hover in range of $47-

54.44 in NYMEX and 3076-3647 in MCX. 

Meanwhile Saudi Arabia's crude exports to the 

United States in March would fall by around 

300,000 barrels per day (bpd) from February, in 

line with OPEC's agreement to reduce supply. In the 

United States, overseas oil suppliers like Saudi 

Arabia have to compete against rising shale drilling, 

which has pushed up U.S. oil production. To other 

major consumer regions, however, Saudi exports 

remain high despite an effort led by the 

Organization of the Petroleum Exporting Countries 

(OPEC), and supported by other producers 

including Russia, to cut output by almost 1.8 million 

bpd during the first half of the year to rein in a global 

supply glut.

Outlook

Crude oil futures are expected to trade on sideways 

path in the month of April. On the one side 

expectation that an OPEC led crude supply cut that 

was initially supposed to only last for the first half of 

the year would be extended further can give support 

to the prices. But fear of increased shale production 

can cap the downside. OPEC and non-OPEC 

producers including Russia agreed late last year to 

cut output by almost 1.8 million barrels per day 

(bpd) during the first half of the year in order to rein 

in a global supply overhang and prop up prices. 

Supply disruption from Libya also supported crude 

prices as production at the western Libyan fields of 

Sharara and Wafa has been blocked by armed 

factions, reducing output by 252,000 barrels per day 

(bpd). Overall  crude oil can move in range of 

3050-3550 in the month of April.

Latest U.S. oil rig count 

The US oil-rig count increased by 10 to 662 last week, 

according to oilfield-services giant Baker Hughes. Oil 

returned above $50 per barrel amid speculation that the 

Organization of Petroleum Exporting Countries would 

extend its deal to cut output beyond June.

Brent WTI Spread

Analysis: Brent WTI crude oil spread can hover in 

range of $1.8-3.8 in the month of April. 

Source: Reuters
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Source: Baker Huges
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Some key points from EIA estimates 

�U.S. crude oil production averaged an estimated 

8.9 million barrels per day (b/d) in 2016. U.S 

crude oil production is forecast to average 9.2 

million b/d in 2017 and 9.7 million b/d in 2018.

�Implied global petroleum and liquid fuels 

inventories increased by an estimated 0.5 

million b/d in 2016. EIA expects a relatively 

balanced oil market in the next two years, with 

inventory builds averaging 0.1 million b/d in 

2017 and 0.2 million b/d in 2018

�EIA estimates that distillate consumption 

increased by 140,000 barrels per day (b/d) in 

February compared with January. This increase 

is more than double the five-year month-over-

month average increase from January to 

February. The increase in consumption 

occurred despite initial data indicating 

February 2017 was the warmest February on record. 

Distillate consumption was likely supported by 

increased manufacturing, industrial, and freight 

transportation activity in the United States. The 

gasoline price premium in Northwest Europe likely 

reflects differences between inventory growth in 

Europe and the U.S. East Coast.

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 3050-3550 per barrel 

NYMEX $47-55 per barrel  
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Natural Gas to  average  $3.03/MMBtu in  2017  and 

$3.45/MMBtu in 2018. These forecasts are 40 
Overview

cents/MMBtu and 25 cents/MMBtu lower, 
Natural gas climbed higher in the month of March respectively, than expected in last month’s STEO. 
on renewed demand. Overall it traded in range of The lower price forecast reflects mild winter 
$2.73-3.22 in NYMEX and 183-211.40 in MCX in temperatures that have reduced natural gas use for 
the month of March. Natural gas prices have closely space heating, which has contributed to natural gas 
higher tracking weather colder forecasts in recent inventory levels being higher than previously 
weeks, as traders try to gauge the impact of shifting expected for the end of February.
forecasts on early-spring demand. 

Natural gas may trade on volatile path in the 
Outlook month of April as rig count data along with 

weather conditions in US and inventory data Natural gas may trade on volatile path as it 
is likely to give further direction to the can move in range of 185-230 in the month of 
prices.April. The EIA (U.S. Energy Information 

Administration) released its weekly natural gas 

inventory report on March 30, 2017. It reported that 

US natural gas inventories fell by 43 Bcf (billion 

cubic feet) to 2,049 Bcf from March 17–24, 2017. 

Inventories fell 2.1% week-over-week and 17% year-

over-year.

Updated weather forecast for Natural gas

Weather conditions will not help the upside 

movement of natural gas prices over the near term, 

as weather systems will track across the country the 

next several days with rain, snow, and 

thunderstorms, but with limited cold air as they play 

o u t  r a t h e r  s p r i n g l i k e ,  a c c o r d i n g  t o  

natgasweather.com. The southern US remains quite 

warm with highs of upper 60’s to 80’s, locally 90’s. 

The rest of the US will be mainly in the 50’s and 60’s 

besides 40’s over New England.

EIA Forecasts

U.S. dry natural gas production is forecast to 

average 73.7 billion cubic feet per day (Bcf/d) in 

2017, a 1.4 Bcf/d increase from the 2016 level. This 

increase reverses a 2016 production decline, the 

first annual decline since 2005. Natural gas 

production in 2018 is forecast to rise by an average 

of 4.1 Bcf/d from the 2017 level.

EIA forecasts the Henry Hub natural gas spot price 
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Range 

Natural gas        

NYMEX $2.90- $3.80 per mmBtu

MCX Rs 180-230 per mmBtu 
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