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ENERGY COMPLEX 

Overview 

In the month of January crude oil prices recovered 

sharply higher after the meltdown seen in past few 

months on hope of trade deal between US and China 

and as OPEC and allies Canada’s plan to adhere to 

production cuts to reduce oversupply. Russia's 

deputy energy minister stated that country will meet 

its target for curbing output by April. Saudi Minister 

assured the markets that there is no need for OPEC 

to schedule an extraordinary meeting before April 

and the markets are moving in right direction. 

Overall it traded in range of $44.35-55.37 in NYMEX 

and in range of 3114- 3938 in MCX. EIA showed a 

drop in Saudi crude supply to the United States. 

Saudi Arabia is the de-facto leader of the 

Organization of the Petroleum Exporting Countries 

(OPEC), which together with some non-OPEC 

producers, including Russia, announced supply cuts 

late last year aimed at tightening the market and 

propping up prices. OPEC’s monthly report noted 

that its output declined by 751,000 barrels a day last 

month to 31.58 million bpd, the biggest month-on-

month drop in almost two years. 

Outlook

Crude oil prices may continue its last month 

recovery in the month of February but profit 

booking at higher levels cannot be denied. 

Production cuts by OPEC nations and declining rig 

counts along with sanctions on Venezuela are 

supporting the prices while concerns over global 

growth are capping the gains. Potential U.S. 

sanctions on Venezuela’s crude oil exports would cut 

off nation from Gulf Coast refiners that are among 

its biggest customers, likely forcing it to send more 

crude to China, India or other Asian countries. Oil 

markets have been underpinned this year by 

production cuts led by the Organization of the 

Petroleum Exporting Countries (OPEC), aimed at 

reining in an emerging supply overhang. Whether 

OPEC's efforts will be successful will also depend on 

the development of oil production in the United States, 

where crude output jumped by 2 million barrels per day 

(bpd) in 2018 to an unprecedented 11.9 million bpd.  

The boom was largely fuelled by onshore shale oil 

drilling. And while the US Energy Information 

Administration (EIA) expected shale output to rise 

further, it stated that output growth would slow in the 

coming years.

Crude oil can continue to remain upbeat as its 

prices can test 4300 taking support near 3750.

Key News

Venezuela supply concerns supported 

Crude oil

Supply concerns tied to Venezuela as a dramatic 

escalation in tensions has raised fears that U.S. could 

impose sanctions on Venezuelan oil, threatening to 

complicate OPEC’s job of balancing global oil supplies. 

In 2018, Venezuela exported about 500,000 barrels of 

heavy crude a day to the U.S. but that has now fallen to 

about 350,000 barrels a day.

Russia largest crude supplier to China

Russia came in as China's largest crude oil supplier in 

December, cementing the top spot for all of 2018 for a 

third year in a row ahead of rival Saudi Arabia. Imports 

from Russia reached 7.04 million tonnes, or 1.658 

million barrels per day, in December, up 40% from 5.03 

million tonnes a year earlier.

Highlights of latest EIA report

U.S. crude oil and petroleum product net imports are 

estimated to have fallen from an average of 3.8 million 

b/d in 2017 to an average of 2.4 million b/d in 2018. EIA 

estimates that the United States briefly was a net 

exporter of crude oil and petroleum products in 

November 2018. EIA forecasts that net imports will 

continue to fall to an average of 1.1 million b/d in 2019, 

and to less than 0.1 million b/d in 2020. In the fourth 
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quarter of 2020, EIA forecasts the United States will 

be a net exporter of crude oil and petroleum 

products, by about 0.9 million b/d.

EIA estimates that U.S. crude oil production 

averaged 10.9 million b/d in 2018, up 1.6 million b/d 

from 2017, reaching its highest level and seeing its 

largest volume growth on record. EIA forecasts U.S. 

crude oil production to average 12.1 million b/d in 

2019 and 12.9 million b/d in 2020, with most of the 

growth coming from the Permian region of Texas 

and New Mexico.

EIA forecasts global liquid fuels production to 

average 101.8 million b/d in 2019 and consumption 

to average 101.5 million b/d, which contributes to 

modest inventory builds.

Production growth in 2019 is led by non-OPEC 

countries, particularly the United States and Brazil. 

EIA expects non-OPEC producers will increase oil 

supply by 2.4 million b/d in 2019, which will offset 

forecast supply declines of 1.0 million b/d from 

OPEC members. In 2020, the main drivers of oil 

production growth are expected to be the United 

States, Canada, Brazil, and Russia, while OPEC 

crude oil production is expected to remain flat.

Global consumption of petroleum and other liquid 

fuels grew by 1.4 million b/d in 2018, reaching an 

average of 100.0 million b/d for the year. EIA 

expects consumption growth to average slightly 

above 1.5 million b/d in 2019 and in 2020. The 

relatively stable consumption growth reflects small 

forecast declines in the rate of global gross domestic 

product (GDP) growth from 2018, which EIA 

expects will be generally offset by lower oil prices in 

2019 and 2020 compared with 2018, along with 

increases in petrochemical related demand and 

related volume gain.

EIA estimates that non-OPEC petroleum and other 

liquid fuels supply increased by 2.5 million b/d in 2018. 

Production growth of 2.2 million b/d in the United 

States accounted for most of the 2018 supply growth, 

with Canada, Russia, Kazakhstan, and Brazil 

collectively adding an additional 0.6 million b/d. EIA 

expects non- OPEC petroleum and other liquid fuels 

production to rise by 2.4 million b/d in 2019 and by 1.9 

million b/d in 2020. Forecast growth in the United 

States contributes 1.7 million b/d and 1.2 million b/d, 

respectively, in each year, with Brazil providing another 

0.3 million b/d in 2019 and 0.2 million b/d in 2020.

Brent WTI Spread

Analysis: Brent WTI crude oil spread narrowed from 9 

to below 7.5. Overall it can hover in range of $6.5-9.5 in 

the month of February.

Source: Reuters
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Natural Gas

Overview

Natural gas traded on volatile path on uneven 

weather conditions in US. Overall it traded in range 

of $2.78-3.72 in NYMEX and 197.80-264.40 in 

MCX in the month of January. Weighing on gas 

price was smaller than average decline in gas stocks 

which has eased tightness concerns. 

Natural gas can continue its bearish 

momentum as it can dip lower towards 170 

while facing resistance near 210 in the 

month of  February. 

Natural gas prices traded down in spite of the polar 

vortex which was not enough to hold prices up as 

traders instead focused on the warmer weather that 

is expected to cover most of the US beginning this 

weekend. The 6-10 and 8-14 day forecast are for 

colder than expected weather throughout the west 

and mid-west and warmer than normal weather 

across most of the east coast

Short-Term Weather Outlook

The weather forecast in US indicates, 6-10 days 

forecast cooler to normal weather in region .The 

temperature levels in western counties are expected 

to be nominally normal to warmer and higher than 

the average temperature levels by around 30%-

50%. The 8-14 days weather outlook shows mostly 

the cooler temperature levels across the entire 

region whereas the eastern counties are expected to 

have lower to normal temperature levels being at 

levels of 30%-60% below normal temperature 

levels. Whereas the remaining areas are expected to 

have the temperatures slightly above than normal 

by 30%-50%.  

EIA estimates of Natural gas

Total U.S. natural gas consumption averaged an 

estimated 81.6 billion cubic feet per day (Bcf/d) in 2018, 

and EIA expects it to increase by 1.1 Bcf/d (1.3%) in 2019 

and then increase by a further 0.9 Bcf/d (1.1%) in 2020.

In 2019, EIA expects residential and commercial 

natural gas consumption to average 13.4 Bcf/d and 9.3 

Bcf/d, respectively, which are similar to consumption 

levels in 2018. Based on forecasts by the National 

Oceanic and Atmospheric Administration (NOAA), EIA 

forecasts 2019 heating degree days (HDD) to be 1% 

lower compared with 2018.

EIA estimates that dry natural gas production will 

average 90.2 Bcf/d in 2019, an 8.3% increase from 2018 

levels. In 2020, production is expected to increase by 

2.2%, averaging 92.2 Bcf/d for the year.
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