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ENERGY COMPLEX 

Overview 

In the month of February crude oil prices remained 

on upbeat note as U.S. sanctions against Venezuela 

and Iran coupled with supply cuts led by the 

Organization of the Petroleum Exporting countries 

boosted the sentiments higher. OPEC and some 

non-affiliated suppliers including Russia are 

withholding supply in order to tighten the market 

and prop up prices .Supply issues in Venezuela, are 

also bolstering oil markets as the country suffers a 

political and economic crisis, with Washington 

introducing petroleum export sanctions against 

state-owned energy firm PDVSA. The producer 

group known as OPEC+ has agreed to cut crude 

output by a joint 1.2 million barrels per day (bpd). 

Top exporter Saudi Arabia stated that it would cut 

even more in March than the deal called for. 

Refining profits for gasoline have plunged since 

mid-2018, going negative in Asia and Europe, amid 

tepid demand growth and a surge in supply. The 

surge in U.S. crude oil production, which tends to be 

light in quality and which rose by more than 2 

million barrels per day (bpd) last year to a record 

11.9 million bpd EIA, had resulted in overproduction 

of gasoline. OPEC, in its monthly forecasts, lowered 

forecast of OPEC demand by 0.2 mn bpd to 30.6 

million bpd. Overall it traded in range of $51.23-

57.81 in NYMEX and in range of 3651- 4126 in MCX.

Outlook

Crude oil prices may continue its last month 

recovery in the month of March but profit booking at 

higher levels cannot be denied. Oil prices hovered 

just below 2019 highs recently, bolstered by OPEC-

led supply cuts and U.S. sanctions on Venezuela and 

Iran. Hopes that talks between Washington and 

Beijing would soon resolve the trade disputes 

between the world’s biggest economies also 

supported markets. Prices have been driven up this 

year by supply cuts led by the Organization of the 

Petroleum Exporting Countries (OPEC). OPEC as 

well as some non-affiliated producers such as Russia 

agreed late last year to cut output by 1.2 million 

barrels per day (bpd) to prevent a large supply 

overhang from growing. Another price driver has 

been U.S. sanctions against oil exporters Iran and 

Venezuela. OPEC as well as some non-affiliated 

producers such as Russia agreed late last year to cut 

output by 1.2 million barrels per day (bpd) to 

prevent a large supply overhang from swelling. 

Standing against the supply cuts and sanctions is U.S. 

crude output which soared by more than 2 million bpd 

in 2018 to a record 11.9 million bpd, thanks to booming 

shale oil production, which the EIA was expected to 

keep rising.

Crude oil can continue to remain upbeat as it 

can test  4300 by  taking support  near 

3800.Buying on dips should be the strategy in 

the month of March.

Key News

 

OPEC, allies to maintain oil output cuts 

despite Trump

OPEC and its allies will stick with their agreement to cut 

oil supply, pushing for more adherence despite a 

demand by U.S. President Donald Trump that the 

producer group ease its efforts to boost crude prices, a 

Gulf OPEC source stated recently. Based on current 

market data, the so-called OPEC+ group is "likely to 

continue with the production cuts until the end of the 

year.

US president warned OPEC to not tighten 

oil market

U.S. President Donald Trump has warned OPEC not to 

tighten the oil market too much and risk another spike 

in prices that could harm the global economy and his re-

election campaign in 2020. The president has kept up a 

regular commentary on oil prices over the last year and 

has pressed Saudi Arabia, de facto leader of the 

Organization of the Petroleum Exporting Countries, to 

push them lower.

US China trade war

The global economic threat of the U.S.-China trade war 

continues and negotiations between the world’s top two 

economic powers will remain in the news in the coming 

weeks. The outcome of those talks could have a 

significant impact on oil demand.

Venezuela supply concerns supported 

Crude oil

Supply concerns tied to Venezuela as a dramatic 

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

R u s s i a ' s  G a z p r o m b a n k  f r e e z e s 

accounts of Venezuela's PDVSA

Russian lender Gazprombank has decided to freeze 

the accounts of Venezuelan state oil company 

PDVSA and halted transactions with the firm to 

reduce the risk of the bank falling under U.S. 

sanctions.

Global oil supply to swamp demand in 

2019 despite output cuts – IEA

According to the International Energy Agency “The 

global oil market will struggle this year to absorb 

fast-growing crude supply from outside OPEC, even 

with the group's production cuts and U.S. sanctions 

on Venezuela and Iran”

OPEC cuts oil supply steeply but sees 

growing 2019 headwinds 

OPEC stated that it had cut oil production steeply 

under a global supply deal, although it flagged 

headwinds confronting its efforts to prevent a glut 

this year including weaker demand and higher rival 

output. In a monthly report, OPEC said its oil output 

fell almost 800,000 barrels per day in January to 

30.81 million bpd. That is still slightly more than the 

demand OPEC expects for its crude on average in 

2019.

U.S. oil output to hit new record above 

13 mln bpd in 2020 -EIA 

A c c o r d i n g  t o  t h e  E n e r g y  I n f o r m a t i o n 

Administration” U.S. crude oil output is expected to 

rise 1.45 million barrels per day (bpd) this year and 

790,000 bpd more next year, bringing total output to 

13.2 million bpd” . U.S. oil production this year is 

forecasted to be at a record 12.41 million bpd. The 

country's oil output has surged, boosted by technology 

to unlock production from shale formations.

Highlights of latest EIA report

EIA estimates that U.S. crude oil production averaged 

12.0 million barrels per day (b/d) in January, up 90,000 

b/d from December. EIA forecasts U.S. crude oil 

production to average 12.4 million b/d in 2019 and 13.2 

million b/d in 2020, with most of the growth coming 

from the Permian region of Texas and New Mexico.

Global liquid fuels inventories grew by an estimated 0.5 

million b/d in 2018, and EIA expects they will grow by 

0.4 million b/d in 2019 and by 0.6 million b/d in 2020.

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 

forecasts that net imports will continue to fall to an 

average of 0.9 million b/d in 2019 and to an average net 

export level of 0.3 million b/d in 2020. In the fourth 

quarter of 2020, EIA forecasts the United States will be 

a net exporter of crude oil and petroleum products by 

about 1.1 million b/d.

Brent WTI Spread

Analysis: Brent WTI crude oil spread narrowed from 

10.8 to below 9. Overall it can hover in range of $8-9.5 in 

the month of March.

Source: Reuters
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Natural Gas

Overview

Natural gas traded on sideways path on uneven 

weather conditions in US. Overall it traded in range 

of $2.54-2.90 in NYMEX and 181.80-203.70 in 

MCX 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.

U.S. natural gas output was projected to increase to 

a record 77.9 bcfd in March. That would be up more 

than 0.8 bcfd over the February forecast and mark 

the 14th consecutive monthly increase.

Some lower level buying can be seen in 

natural gas counter as it can test 230 while 

taking support 185 levels in March.

Short-Term Weather Outlook

According to the National Oceanic Atmospheric 

Administration, the weather is expected to be colder 

than normal for the next 6-10 and 8-14 days. The 

cold weather will drive up heating demand and put 

downward pressure on inventories. Inventories 

remain near the lower end of the 5-year range but 

prices remain at the lower end of the 5-year average 

range. Supplies continued to increase which is not 

helpful to prices, and demand fell in the prior week 

as warm weather covered most of the East coast.

EIA estimates of Natural gas

EIA forecasts that dry natural gas production will 

average 90.2 billion cubic feet per day (Bcf/d) in 2019, 

up 6.9 Bcf/d from 2018. EIA expects natural gas 

production will continue to rise in 2020 to an average of 

92.1 Bcf/d. Total U.S. dry natural gas production 

reached an estimated 87 billion cubic feet per day 

(Bcf/d) in January, 9.4 Bcf/d higher than year-ago 

levels. Front-month natural gas futures prices during 

this period of production growth have not experienced a 

decline with increased production, as occurred in 2014 

and 2015, most likely because of lower-than-average 

inventory levels. Higher domestic and international 

demand helped to keep inventories well below the five-

year average for the past year.
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