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ENERGY COMPLEX 

Overview 

In the month of October crude oil prices ended on 

positive path as it managed to hover in range of 

$49.10-54.46 in NYMEX and 2918-3540 in MCX. 

Geo-political developments related to the oil market 

have been absent in the last couple of years but seem 

to be coming back again. Over the last week, Iraq 

moved its forces to take back oilfields in Kirkuk 

which were controlled by ISIS earlier and were 

currently in control of Kurdish military. The 

referendum in Kurdistan has strained relations 

between Iraqis and Kurds and the current conflict 

could potentially hamper oil exports of around 0.55 

mbpd happening through Kurdistan. US-Iran 

relationship is also back into focus after Donald 

Trump refused to certify the nuclear deal recently. 

The deal goes back to the US Congress and could be 

entirely derailed if tougher conditions are 

unilaterally imposed on Iran. The oil market has 

seen a small deficit over the last three months as the 

growth in global supply has slowed and as OPEC 

compliance to cuts has improved. The OPEC 

monthly report showed that total OPEC output 

increased to 32.75 mbpd in September, up by 

88,500 bpd compared to July but was 2.5% lower 

y/y.

Outlook

Crude oil futures are expected to trade on strong 

path in the month of November but some profit 

booking cannot be denied at higher levels. Overall 

crude oil can move in range of 3250-3750 in 

the month of November.  Geo-political 

developments related to the oil market along with 

compliance of OPEC production cut and weekly 

inventory data to give further direction to the prices. 

Saudi Oil Minister Khalid al-Falih made a high 

profile visit to Iraq, calling for increased economic 

cooperation and praising existing coordination to 

boost crude oil prices. The Organization of the 

Petroleum Exporting Countries (OPEC), plus Russia 

and nine other producers have cut oil output by 

about 1.8 million barrels per day (bpd) since January. 

The pact runs to March 2018, but they are considering 

extending it. Putin stated earlier that the oil supply deal 

could be extended to the end of 2018, although OPEC 

ministers have not given specific commitments on 

doing so. Iran's total crude and condensate exports for 

October are expected to tumble by nearly a fifth from the 

previous month to a 19-month low.

Hedge funds increased net long positions 

in Crude oil

The surge in oil prices attracted fresh speculative length 

in September. Hedge funds have become strongly 

bullish on the outlook for all parts of the petroleum 

complex. Hedge funds and other money managers 

raised their combined net long position in futures and 

options linked to ICE Brent and NYMEX WTI by 

196,579 contracts, about 197 mb of crude oil, over the 

month to the week ending 26 September.

World Oil Demand

World oil demand growth in 2017 is now expected to 

increase by 1.5 mb/d, representing an upward revision 

of around 30 tb/d from last previous report, mainly 

reflecting recent data showing an improvement in 

economic activities. Positive revisions were primarily a 

result of higher-than-expected oil demand from the 

OECD region and China. In 2018, world oil demand is 

anticipated to grow by 1.4 mb/d, following an upward 

adjustment of 30 tb/d over the previous report, due to 

the improving economic outlook in the world economy, 

particularly China and Russia.

World Oil Supply

Non-OPEC oil supply is expected to grow by 0.7 mb/d in 

2017, following a downward revision of 0.1 m/bd from 

the previous report. In 2018, the growth in non-OPEC 

oil supply saw a downward revision of 60 tb/d to stand 

at 0.9 mb/d. OPEC NGLs and non-conventional liquids 

production are seen averaging 6.5 mb/d in 2018, 

representing an increase of 0.2 mb/d, broadly in line 

with growth in the current year. In September, OPEC 

crude oil production increased by 88 tb/d, according to 

secondary sources, to average 32.75 mb/d.
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US crude oil production -EIA

U.S. crude oil production is estimated to have 

averaged 9.3 million barrels per day (b/d) in 

September, an increase of about 250,000 b/d from 

the August average. Crude oil production in the Gulf 

of Mexico is estimated to have increased to a 

monthly average of 1.7 million b/d in September, 

following Hurricane Harvey, an increase of 70,000 

b/d from the August level. EIA forecasts total U.S. 

crude oil production to average 9.2 million b/d in 

2017 and 9.9 million b/d in 2018.

Oil prices surge as OPEC's compliance 

with cuts improves

Oil prices got support as OPEC has significantly 

improved compliance with its pledged supply cuts 

and Russia is also seen keeping to the deal. OPEC's 

October output fell by 80,000 bpd to 32.78 million 

bpd, putting adherence to its pledged supply curbs 

at 92 percent, up from September's 86 percent. 

Russia is also seen to be in compliance with cutting 

its output by around 300,000 bpd below October 

2016 levels of 11.247 million bpd.

Brent WTI Spread

Analysis: Brent WTI crude oil spread can hover in 

range of $5.2-7.2 in the month of November.

Crude oil may trade on upside path due to 

coordinated efforts by OPEC nations for 

production cut. Global macroeconomic 

numbers along with weekly inventory data in 

US will also affect the overall sentiments. 

Range 

Crude Oil

MCX  Rs 3250-3750 per barrel

NYMEX $45-65 per barrel  

Source: Reuters
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Natural Gas

Overview

Natural gas ended the month of October on 

sideways path on mixed fundamentals. Overall it 

traded in range of $2.93-3.19 in NYMEX and 

185.20-200.10 in MCX in the month of October. In 

their latest forecasts, meteorologists at the U.S. 

National Oceanic and Atmospheric Administration 

(NOAA) predicted temperatures from November 

through March would be 13% colder than last winter 

and close to the average of the previous 10 years. 

Investors are optimistic that colder weather would 

boost heating demand this winter over the prior two 

snow seasons, which were among the warmest on 

record.

Outlook

Natural gas may trade on volatile path as it 

can move in range of 175-210 in the month of 

November. Total natural gas in storage currently 

stands at 3.646 trillion cubic feet (tcf), according to 

the EIA. That figure is 179 bcf, or around 4.9%, 

lower than levels at this time a year ago and 35 bcf, 

or roughly 1%, below the five-year average for this 

time of year.

Latest weather related demand for 

Natural gas

According to latest weather forecast from 

natgasweather.com for the period “A chilly, but not 

cold, system is bringing rain and gusty winds to the 

Northeast with lows dropping into the 30s and 40s.” 

“A colder system will push through the central U.S. 

the next few days with lows of teens and 20s, 

including 30s deep into North Texas and the South.” 

“The West will be mild to warm with highs of 60s to 

80s, but cooling late in the week as Pacific systems 

arrive.”

EIA Natural gas production

U.S. dry natural gas production is forecast to average 

73.6 billion cubic feet per day (Bcf/d) in 2017, a 0.8 

Bcf/d increase from the 2016 level. Natural gas 

production in 2018 is forecast to be 4.9 Bcf/d higher 

than the 2017 level.

EIA estimates of Natural gas

EIA expects the share of U.S. total utility-scale 

electricity generation from natural gas to fall from 34% 

in 2016 to about 31% in 2017 as a result of higher natural 

gas prices and increased electricity generation from 

renewables and coal. In 2018, natural gas’s generation 

share is expected to rise to 32%. Coal's forecast 

generation share rises from 30% last year to 31% in 2017 

and is expected to stay at that level in 2018.

Natural gas may trade on volatile path in the 

month of November 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  $2.75- $3.20 per mmBtu

MCX Rs 175-210 per mmBtu  
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