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ENERGY PERFORMANCE (Feb 2017) (% change)

Source: Reuters & SMC
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ENERGY COMPLEX 

Overview 

In the month of February crude oil prices traded on 

volatile path as prices surged higher on news of 

production cut by OPEC while increased shale 

production capped the upside. In the month of 

February it managed to hover in range of $51.22-

54.94 in NYMEX and 3456-3694 in MCX. According 

to the American Petroleum Institute “Crude 

inventories fell by 884,000 barrels in the week to 

Feb. 17 to 512.7 million, compared expectations for 

an increase of 3.5 million barrels” Eleven non-OPEC 

oil producers that joined the OPEC deal have 

delivered at least 60 percent of promised curbs so 

far, OPEC stated on higher than initially estimated. 

The data added to optimism when the Organization 

of the Petroleum Exporting Countries stated a deal 

with other producers including Russia to curb 

output was showing a high level of compliance.

Outlook

Crude oil futures are expected to trade on sideways 

path in the month of March as the rig count data, 

inventory positions and implementation of 

production cut decision by OPEC and non OPEC 

producers can give direction to the prices. 

Movement of greenback will also affect the price 

movement of crude oil which can move in 

range of 3350-3850 in the month of March. 

But the market has been supported within a tight $4 

to $5 range since November, when the Organization 

of the Petroleum Exporting Countries (OPEC) and 

other producers agreed to cut production. Money 

managers raised their net long U.S. crude futures 

and options positions in the week to Feb. 21, to the 

highest on record, based on data going back to at 

least 2009, the U.S. Commodity Futures Trading 

Commission (CFTC).

Latest U.S. oil rig count 

The U.S. total active rig count made a small gain last 

week, adding three total. It was the sixth straight week 

the combined oil and gas rig total has increased. Friday's 

rig count provided by oilfield services provider Baker 

Hughes, checked in at 754 — its highest since Nov. 20, 

2015. The total is up by 50.2 percent from a year earlier, 

and up 86.6 percent since bottoming out at 404 in May 

2016.

That 602 figure is up 50.5 percent year-over-year, and 

up 90.5 percent since last May. The current total is still 

far below the the 1,600 mark it checked in at on Oct. 10, 

2014, but has grown steadily for nine months. The 

number of active oil rigs in the U.S. is now the highest 

since Oct. 9, 2015.

The U.S. lost two gas rigs last week, marking just the 

second week of decline in the past 16. The active gas rig 

count of 151 is up 48 percent from a year earlier, and up 

86.4 percent since bottoming out at 81 in August 2016.

Brent WTI Spread

Analysis: Brent WTI crude oil spread can hover in 

range of $1.7-3.8 in the month of March. 

Source: Reuters
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Some key points from EIA estimates 

Global liquid fuel consumption

In the February, global liquid fuels consumption is 

expected to grow by 1.6 million b/d in 2017 and by 

1.5 million b/d in 2018. The projection for real oil-

weighted world GDP growth is 2.7% in 2017 and 

3.0% in 2018. Many economic and financial data 

series point to improved future economic growth for 

both developed and emerging market economies, 

which supports the oil consumption growth outlook.

Liquid fuels inventories

Implied global petroleum and liquid fuels 

inventories are estimated to have increased by 0.8 

million barrels per day (b/d) in 2016. EIA expects 

the oil market to be relatively balanced in 2017 and 

2018, with inventory draws averaging 0.1 million 

b/d in 2017 and builds averaging 0.2 million b/d in 

2018. The revised forecast, which reduces average 

inventory builds from last month’s outlook, resulted 

from changes to estimates of historical global liquid 

fuels consumption that created a higher base for 

consumption during recent years and the forecast 

period.

Crude oil supply

Total OPEC supply is expected to increase by 0.2 million 

b/d in 2017 and by 0.5 million b/d in 2018. Recent 

estimates of production from Libya, which is not subject 

to any production target under the OPEC production cut 

agreement, average almost 0.7 million b/d in January, 

the country’s highest production level since 2014. Saudi 

Arabia recently announced it is meeting its production 

target, and the country is estimated to have produced 

slightly less than 10.0 million b/d in January.

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 3350-3850 per barrel 

NYMEX $48-60 per barrel  

Mar 2017
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Natural Gas Updated weather forecast for Natural 

gasOverview
Weather continues to make prices cheaper and Natural gas tumbled lower in the month of February 
cheaper leading producers to hold back on on weaker demand. Overall it traded in range of 
production at these price levels even with record $2.52-3.22 in NYMEX and 169-218.80 in MCX in 
exports. Forecasts are still calling for mostly the month of February. It is predicted that without 
warmer-than-normal temperatures in key demand another blast of cold air within the next month, 
areas across the U.S. for the rest of the winter which inventories are likely to finish the winter season at 
officially ends on March 20.near record levels. Natural gas slumped lower on 

the combination of strong supply and warm weather 

and is now 35 percent below the winter peak late last EIA Forecasts
year. Meteorologists also see signs that an El Nino 

The 12-month moving average of natural gas 
condition is developing in the Pacific, a weather 

consumption plus exports surpassed that of 
pattern created by warmer water temperatures in 

production plus imports in December 2016 for the 
the Pacific. El Nino creates more disturbances in the 

first time since September 2014. EIA projects this 
Pacific but tends to make for cooler summers on the 

trend to continue through June 2018, keeping 
east coast, another negative for natural gas 

upward pressure on natural gas prices.
consumption.

A tightening market and higher natural gas prices 
Meanwhile, weather forecasts for the end of March 

have contributed to greater interest by producers in 
turned warmer, which should dampen demand for 

increasing natural gas production.
the heating fuel.

Natural gas plant production of hydrocarbon gas 

liquids (HGL) is 50,000 b/d higher in 2017 and 
Outlook 110,000 higher in 2018 than in the previous 

forecast, which results in higher HGL export growth Natural gas may trade on volatile path as it 

and inventory levels compared with the previous can move in range of 160-200 in the month 

forecast.of March. Meteorologists have identified signs of a 

possible El Nino condition developing in the Pacific. 

El Nino is a weather pattern created by warmer 
Natural gas may trade on volatile path in the 

temperatures in the Pacific. El Nino creates more 
month of March as rig count data along with 

disturbances in the Pacific, but tends to make for 
weather conditions in US and inventory data 

cooler summers on the east coast. This would be 
is likely to give further direction to the 

another negative for natural gas consumption.
prices.

March will bring the end of winter and the 

beginning of the spring season. The heating season 

will end and the months of March, April, and even 

May will be a sort of limbo when it comes to natural 

gas demand. The winter is the peak heating season 

while the summer is the peak cooling time of the 

year, both increase the demand for natural gas. 

However, when it comes to spring, withdrawals 

from storage turn to injections and the prospects for 

a sustained price rally decline.
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Range 

Natural gas        

NYMEX $2.40- $3.10 per mmBtu

MCX Rs 160-200 per mmBtu 
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