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ENERGY PERFORMANCE (May 2017) (% change)

June 2017

ENERGY PERFORMANCE (January 2017 - May 2017) (% change)
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ENERGY COMPLEX 

Overview 

In the month of May crude oil prices registered good 

gains in first half of the month as weaker dollar index 

and expectation of OPEC led production cuts to 

extend beyond the middle of this year and decline in 

inventories supported its prices but during the 

second half of the month after OPEC meeting prices 

nosedived as production cut extension was less than 

expectation. In the month of May it managed to 

hover in range of $43.76-52 in NYMEX and 2839-

3370 in MCX. U.S. production has erased the effects 

of output cuts by the Organization of Petroleum 

Exporting Countries (OPEC) and other countries, 

including Russia. Organization of the Petroleum 

Exporting Countries (OPEC) and other producers 

including Russia that are locked in a battle against 

rising shale production in their efforts to boost 

prices.

Outlook

Crude oil futures are expected to trade on sideways 

path in the month of June in range of 2900-3550 in 

the month of June. Oil prices dropped sharply lower 

after OPEC and other major exporters extended 

their current deal to limit oil production for nine 

months, disappointing investors who were 

anticipating deeper cuts. OPEC and non-members 

led by Russia decided to extend cuts in oil output by 

nine months to March 2018 as they battle a global 

glut of crude after seeing prices halve and revenues 

drop sharply in the past three years. Investors are 

also nervous about rising output from Nigeria and 

Libya, which are exempt from cutting production as 

they attempt to restore supplies sidelined by 

internal conflicts. U.S. oil production has already 

risen by more than 10 percent since mid-2016 to 

more than 9.3 million bpd as drillers take advantage 

of higher prices and the supply gap left by OPEC and 

its allies.

Latest U.S. oil rig count 

US Crude Oil Rig Count Hit a 2-Year High

The total Baker Hughes North American rig count for 

the week ending May 26th increased to 908 from 901 

the previous week. The number of oil rigs increased to 

722 from 720 previously and the total has increased for 

19 weeks in succession. This is the highest total since 

April 2015, although the pace did slow in the recent 

week.

Recent OPEC meeting disappoint investors

Crude futures slumped sharply after the OPEC meeting 

as the production-cut deal led by the Organization of the 

Petroleum Exporting Countries was extended by nine 

months but not deepened--disappointing some who 

anticipated output cuts would increase. As per the Opec 

deal, all members are on board to extend output cuts 

until March 2018. This means Opec and Non-Opec 

combined production will continue to be cut by 1.8 

mbpd for another 9 months. The Opec believes that deal 

will bring inventories back in line with upper range of 

five-year averages. Before this announcement, 

frustration about the slow pace of market re-balancing 

was already weighing on prices. The growing concern is 

that rising Non-Opec output, led by the US is 

increasingly offsetting the reduced Opec production. 

Supply from the 11 Opec members with production 

targets fell to 29.76 million bpd, lower than the target of 

29.80 mbpd. Including Nigeria and Libya, the two 

members exempt from cuts, output by all 13 Opec 

members in April fell to 31.73 million bpd, down 18,000 

bpd from March.

June 2017
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Brent WTI Spread

Analysis: Brent WTI crude oil spread can hover in 

range of $1.8-3.6 in the month of June.

Some key points from EIA estimates

Implied global petroleum and liquid fuels 

inventories are estimated to have increased by 0.4 

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

inventory builds to average 0.2 million b/d in 2017 

and then increase to an average of 0.5 million b/d in 

2018.

U.S. crude oil production averaged an estimated 8.9 

million b/d in 2016. U.S crude oil production is 

forecast to average 9.3 million b/d in 2017 and 

almost 10.0 million b/d in 2018. EIA estimates that 

crude oil production for April 2017 averaged 9.1 

million b/d, which is 0.2 million b/d above the April 

2016 level and 0.6 million b/d above the recent 

monthly average low reached in September 2016.

For the 2017 summer driving season (April through 

September), U.S. regular gasoline retail prices are 

forecast to average $2.39/gallon (gal), compared 

with $2.23/gal last summer. The higher forecast 

gasoline price is primarily the result of higher 

forecast crude oil prices. The annual average price 

for regular gasoline in 2017 is forecast to be 

$2.34/gal, which, if realized, would result in the 

average U.S. household spending about $160 more on 

motor fuel in 2017 compared with 2016.

For the 2017 summer driving season (April through 

September), U.S. regular gasoline retail prices are 

forecast to average $2.39/gallon (gal), compared with 

$2.23/gal last summer. The higher forecast gasoline 

price is primarily the result of higher forecasted crude 

oil prices. The annual average price for regular gasoline 

in 2017 is forecast to be $2.34/gal, which, if realized, 

would result in the average U.S. household spending 

about $160 more on motor fuel in 2017 compared with 

2016.

EIA projects that the global crude oil market in 2017 and 

2018 will have more supply growth compared with the 

April, resulting in a lower forecast of crude oil prices in 

the coming months. The Brent crude oil spot price is 

forecast to average $53/b in 2017, down from $54/b in 

the April, and $57/b in 2018, unchanged from the April. 

WTI prices are expected to average $2/b lower than 

Brent prices in both years.

EIA estimates U.S. commercial crude oil inventories 

declined by 7.4 million barrels during April, compared 

with an average increase of 7.4 million barrels over the 

past five years. The decline in U.S. crude oil inventories 

is likely because of the increase in gross inputs to 

refineries in April. In this, EIA estimates that refinery 

inputs reached 17.2 million b/d in April, the highest on 

record for any month.

Crude oil may trade on volatile path on mixed 

f u n d a m e n t a l s .  G l o b a l  m a c r o e c o n o m i c 

numbers along with weekly inventory data in US 

will also affect the overall sentiments.

Range 

Crude Oil

MCX  Rs 2900-3550 per barrel

NYMEX $43-53 per barrel

June 2017

Source: Reuters
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Natural Gas

Overview

Natural gas moved on weaker path in the month of 

May on mixed fundamentals. Overall it traded in 

range of $3.10-3.50 in NYMEX and 198.20-220 in 

MCX in the month of May. Gas use typically hits a 

seasonal low with spring's mild temperatures, 

before warmer weather increases demand for gas-

f ired e lectr ic i ty  generat ion to  power  a ir 

conditioning. Total natural gas in storage stands at 

2.301 trillion cubic feet, 13.9% lower than levels at 

this time a year ago.

Outlook

Natural gas may trade on volatile path as it can 

move in range of 180-225 in the month of 

June. According to natgasweather, overall, natural 

gas demand remains slightly stronger than normal. 

The weather situation suggests there is still the 

possibility of a rally due to increased demand. The 

longer-term forecast suggests that some parts of the 

country will experience a temperature drop of 8 to 

20 F below normal.

EIA estimates of Natural gas

U.S. dry natural gas production is forecast to 

average 74.1 billion cubic feet per day (Bcf/d) in 

2017, a 1.8 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 3.2 Bcf/d more 

than the 2017 level.

EIA forecasts dry natural gas production will 

average 74.1 Bcf/d in 2017, an increase of 1.0 Bcf 

from the April. EIA forecasts dry gas production will 

average 77.3 Bcf/d in 2018, an increase of 0.2 Bcf/d 

from the April . EIA now forecasts gross natural gas 

exports will average 8.5 Bcf/d in 2017 and 10.0 

Bcf/d in 2018, both of which are 0.4 Bcf/d higher 

than previously forecast.

Natural gas may trade on volatile path in the 

month of June 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  $3.00- $3.70 per mmBtu

MCX Rs 180-225 per mmBtu 

June 2017
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