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ENERGY PERFORMANCE (April 2017) (% change)

May 2017

ENERGY PERFORMANCE (January 2017 - April 2017) (% change)

Source: Reuters & SMC
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ENERGY COMPLEX 

Overview 

In the month of April crude oil prices traded on 

weaker path as fear of increased US shale 

production and surge in gasoline inventories kept 

the prices under pressure while weaker dollar index 

capped the downside. In the month of April it 

managed to hover in range of $48.87-53.76 in 

NYMEX and 3151-3478 in MCX. Investors weighed 

rising U.S. production against geopolitical 

uncertainties and comments from leading Gulf oil 

producers that an extension to OPEC-led supply 

cuts was likely. OPEC members Saudi Arabia and 

Kuwait signaled that the Organization of the 

Petroleum Exporting Countries and other 

producers, including Russia, would likely extend 

their oil output cut beyond June. U.S. crude oil 

production rose to 9.25 million barrels per day, up 

almost 10 percent since mid-2016. U.S. inventories 

of 532 million barrels remained near all-time 

records reached in March.

Outlook

Crude oil futures are expected to trade on sideways 

path in the month of May. Overall movement of 

crude oil can move in range of 2900-3400 in 

the month of May. Amidst concerns about the 

persistent global oil glut, the Organization of the 

Petroleum Exporting Countries and Russia are in 

talks to extend a six-month deal to cut 1.8 million 

bpd into the second half of the year. Resumption of 

supply from Libya's and increased shale gas 

production can cap the upside. Libya 300,000 

barrels per day (bpd) Sharara oilfield and 90,000 

bpd El Feel oilfield have restarted after the end of 

protests that had blocked pipelines there. Libyan 

crude production stood at 491,000 bpd last week, 

but the OPEC member was targeting 800,000 bpd 

soon and 1 million to 1.1 million bpd by August. U.S. 

shale oil output to grow by 100,000 bpd each month 

for the rest of this year and into 2018, well above 

estimates by the U.S.  Energy Information 

Administration for monthly gains of about 29,000 bpd 

in 2017 and 57,000 bpd in 2018.

Latest U.S. oil rig count 

US Crude Oil Rig Count Hit a 2-Year High

Baker Hughes released its weekly US crude oil rig count 

on April 28, 2017. It reported that crude oil rigs rose by 

nine to 697 on April 21–28, 2017. The US crude oil rig 

count has risen 40 times in the last 43 weeks. US crude 

oil rigs are at the highest level since April 24, 2015.

The US crude oil rig count has risen 1.3% week-over-

week and 110% YoY (year-over-year). Rigs rose as crude 

oil prices recovered from lows in early 2016. The rise in 

the crude oil rig count could increase US crude oil 

output and pressure crude oil prices in 2017.

May 2017

Source: Baker Huges
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Brent WTI Spread

Analysis: Brent WTI crude oil spread can 

hover in range of $2-3.8 in the month of May.

OPEC production cut compliance

Joint OPEC/Non-OPEC Ministerial Monitoring 

Committee (JMMC) met and reported that there 

was a high degree of compliance among the 

members to the agreed-upon crude oil production 

cuts. Further, the United Arab Emirates announced 

they would increase compliance with their required 

cuts under the current agreement, and Russia 

reduced crude oil production in March to bring their 

levels closer to their required amount. The 

Organization of the Petroleum Exporting Countries 

agreed to production cuts in November that were 

implemented in January. Since January, the oil 

market has been stuck in a tug-of

-war supported by OPEC cuts, but weighed down by 

increasing output from U.S. shale producers. The 

increase in January followed U.S. output cuts in 

December, according to the EIA.

Russian oil output falls in March to 11.05 mln 

bpd

Russian oil output was 11.05 million barrels per day 

(bpd) in March, down 200,000 bpd from October – 

the baseline for a global deal to curb oil production 

in line with a government promise.

The Organization of the Petroleum Exporting Countries 

and 11 other oil producers led by Russia, agreed in 

December to cut their combined output by almost 1.8 

million bpd from October to reduce bloated global 

inventories and support weak oil prices. Russian Energy 

Minister Alexander Novak has said Russia would cut its 

oil output by 200,000 bpd by the end of the first quarter 

and by 300,000 bpd by the end of April.

U.S. oil output rises slightly in January –EIA

U.S. crude output rose in January, increasing at the 

same time as OPEC producers began to trim output as 

part of a pact to reduce a global supply overhang.

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 9.9 million b/d in 2018.

India’s oil consumption in 2017 was revised down 

slightly because of the effects of India’s demonetization 

(removal of currency from circulation) on its liquid fuels 

consumption, but increases in forecast oil consumption 

in other countries offset that decline.

EIA forecasts U.S. crude oil production to average 9.9 

million b/d in 2018, which is 0.2 million b/d higher than 

in the previous forecast. The higher forecast reflects 

improvements to the rig methodology that captures 

increased cash flow as production increases. This 

change has the largest effect on production in the 

Permian and Niobrara regions. Continued development 

in the Thunder Horse South Expansion and the Gunflint 

projects that started in 2016 contribute to higher 

forecast production in the Federal Offshore Gulf of 

Mexico in 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 2900-3400 per barrel

NYMEX $45-53 per barrel 

May 2017

Source: Reuters



4

E
N

E
R

G
Y

May 2017



5

E
N

E
R

G
Y

May 2017



6

E
N

E
R

G
Y

May 2017



7

Natural Gas average. They were 21.0% higher than their five-

year average in early March 2017. The expectation 
Overview

of slowing inventories could support natural gas 
Natural gas ended in green zone in the month of prices in 2017.
April on mixed fundamentals. Overall it traded in 

range of $3.02-3.34 in NYMEX and 195.50-217.50 

in MCX in the month of April. Natural gas prices 

have closely tracking weather forecasts in recent 

weeks, as investors try to gauge the impact of 

shifting forecasts on early-spring demand.

Outlook

Natural gas may trade on volatile path as it 

can move in range of 180-230 in the month of 

May. Meanwhile, weather systems in US will give 

direction to demand of natural gas in this month. 

Gas use typically hits a seasonal low with spring's 

mild temperatures, before warmer weather 

increases demand for gas-fired electricity 

generation to power air conditioning.

Updated weather forecast for Natural gas Natural gas may trade on volatile path in the 

The latest weather reports suggest that the southern month of May as rig count data along with 

and eastern parts of the US will experience warm weather conditions in US and inventory data 

weather during the week. Cold weather and showers is likely to give further direction to the 

are expected in the central part of the US this week. prices.

Overall, the weather is expected to be mild in early 

May 2017. Changes in the weather impact the 

heating and cooling demand for natural gas and 

influence prices. About 50.0% of US households use 

natural gas for heating and cooling purposes. Cold 

winters and warm summers drive the demand for 

natural gas. Demand for natural gas is usually lower 

during the spring season between late March and 

late June.

Natural gas inventories

The EIA (U.S. Energy Information Administration) 

reported that US natural gas inventories rose by 74 

Bcf (billion cubic feet) to 2,189 Bcf on April 14–21, 

2017. Inventories rose 3.5% week-over-week, but 

fell 14.1% YoY (year-over-year). The YoY fall in 

inventories is bullish for natural gas prices. A larger-

than-expected rise in natural gas inventories 

pressured natural gas prices on April 27, 2017. For 

the week ending April 21, 2017, US natural gas 

inventories were 15.8% higher than their five-year 

EIA estimates of Natural gas

U.S. dry natural gas production is forecast to 

average 73.1 billion cubic feet per day (Bcf/d) in 

2017, a 0.8 Bcf/d increase from the 2016 level. This 

increase reverses a 2016 production decline, which 

was the first annual decline since 2005. Natural gas 

production in 2018 is forecast to be 4.0 Bcf/d above 

the 2017 level.

In March, the average Henry Hub natural gas spot 

price was $2.88 per million British thermal units 

(MMBtu), 3 cents/MMBtu above the February 

level. Prices increased as temperatures in March 

returned to more seasonally typical levels after 

being significantly warmer than normal in 

February.
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Range 

Natural gas        

NYMEX $2.90- $3.80 per mmBtu

MCX Rs 180-230 per mmBtu 

May 2017
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