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ENERGY COMPLEX 

Overview 

In the month of July crude oil prices rallied sharply 

higher as prices witnessed recovery from lower 

levels as Nigeria decided to cut output and Saudi 

Arabia decided to cut oil exports to US. In the month 

of July it managed to hover in range of $43.65-50.41 

in NYMEX and 2822-3214 in MCX. The group of oil 

ministers is tasked with monitoring implementation 

of the agreement that began Jan.1 between 13 OPEC 

members and 11 non-OPEC producers to cut output 

by about 1.8 million barrels a day, in an effort to 

bring global supplies back to their five-year average.

Outlook

Crude oil futures are expected to trade on volatile 

path in the month of August. Overall crude oil 

can move in range of 3000-3500 in the 

month of August. Recently oil prices were buoyed 

by a decline in U.S. inventories and OPEC's ongoing 

efforts to curb production. Brimming U.S. crude 

supplies have been a challenge to production cuts to 

prop up prices led by the Organization of the 

Petroleum Exporting Countries. Saudi Arabia, 

OPEC's de facto leader, stated that it planned to cap 

crude exports to 6.6 million bpd in August, about 1 

million bpd below the level last year. Kuwait and 

United Arab Emirates, fellow members of the 

Organization of the Petroleum Exporting Countries, 

have also promised export cuts. Brimming U.S. 

crude supplies have been a challenge to production 

cuts to prop up prices led by the Organization of the 

Petroleum Exporting Countries.

OPEC member’s promise of deeper cuts can 

continue to support the prices. Saudi Arabia said 

that it would cut exports by another 600,000 barrels 

per day. The de facto OPEC leader will also be 

specifically curtailing exports to the U.S., which will 

help drain inventories. In the ensuing days, the UAE 

and Kuwait have also pledged to cut their output 

further.

Sanctions on Venezuela can lift the oil 

prices 

The one variable that could upend all market forecasts is 

Venezuela, which has been in economic turmoil for 

quite some time but is entering a new phase of crisis. The 

involvement of the U.S. government, which is 

retaliating against Venezuela for what it argues is a step 

towards dictatorship, threatens to accelerate the oil 

production declines in the South American nation.

U.S. oil rig count 

Drillers added eight rigs to the U.S. oil patch last week as 

companies continue to expand operations despite low 

prices. Oil companies added two rigs, bringing the total 

count up to 766, the Houston energy service firm Baker 

Hughes reported. Six gas rigs were also added, bringing 

the total to 192. The total U.S. rig count is 495 rigs, up 

from last year's 463. Oil rigs account for 392 of those 

rigs, according to Baker Hughes.

Brent WTI Spread

Analysis: 

Brent WTI crude oil spread can hover in range of $2-3 in 

the month of Aug. 

August 2017

Source: Reuters
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Some key points from EIA estimates

Global consumption of petroleum and other liquid 

fuels averaged 96.9 million b/d in 2016, an increase 

of 1.5 million b/d from the 2015 level. Consumption 

growth is expected to be 1.5 million b/d in 2017 and 

1.6 million b/d in 2018, with 1.2 million b/d of the 

growth in both years coming from countries outside 

of the Organization for Economic Cooperation and 

Development (OECD).

In India, liquid fuels consumption is forecast to grow 

by 0.2 million b/d in 2017 and by almost 0.3 million 

b/d in 2018. The growth is expected to result from 

increased use of transportation fuels, of naphtha 

and ethane feedstock for new petrochemical 

projects, and of propane for residential purposes.

In both 2017 and 2018, EIA expects crude oil production 

to increase in Libya and Nigeria, which are countries not 

covered by the supply reduction agreement. In Libya, 

previously shut-in fields have seen rapid increases in 

output since the third quarter of 2016. Libya’s 

production reached more than 1.0 million b/d in early 

July.

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  Rs 3000-3500 per barrel

NYMEX $45-57 per barrel  

August 2017
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Natural Gas

Overview

Natural gas tumbled sharply lower in the month of 

July on weaker weather related demand. Overall it 

traded in range of $2.78-3.10 in NYMEX and 

179.30-200.80 in MCX in the month of July. EIA 

expects inventories to be 3,940 Bcf at the end of 

October 2017, which would be 2 percent higher than 

the five-year average level for the end of October, 

but 2 percent lower than the 2016 end-of-October 

level. As far as natural gas prices as concerned. 

Expectations that cooler temperatures will 

undermine gas demand and concerns over 

increased supplies pushed natural gas prices 

sharply lower.

Outlook

Natural gas may trade on volatile path as it 

can move in range of 170-210 in the month of 

A u g u s t .  T h e  U . S .  E n e r g y  I n f o r m a t i o n 

Administration reported that domestic supplies of 

natural gas rose by 17 billion cubic feet for the week 

ended July 21. Total stocks now stand at 2.990 

trillion cubic feet, down 302 billion cubic feet from a 

year ago, but 111 billion cubic feet above the five-

year average. The latest weather forecasts continue 

to suggest that overall weather conditions will be 

cooler during the first week of August which will 

tend to sap natural gas demand. Although there will 

still be very hot conditions over Western areas, 

cooler temperatures are likely to prevail in Eastern 

and central area which will have an important 

impact in undermining gas demand.

Upcoming forecast of Weather

New weather pattern shows weather system with 

cooling will linger over the East coast through 

August 5.  Without the late summer heat, 

temperatures will be comfortable enough to trigger 

a drop in demand.

According to natgasweather.com, for the July 31 to 

August 6 period, “A weekend weather system with 

cooling lingers over the East with showers and 

thunderstorms, resulting in comfortable temperatures 

to open the week.

EIA estimates of Natural gas

EIA estimates that dry natural gas production averaged 

72.5 Bcf/d in June, which is up 0.9 Bcf/d from the year-

ago level. EIA expects production to rise through 2017 

and 2018 in response to forecast price increases and 

large increases in liquefied natural gas (LNG) exports. 

Overall, EIA expects dry natural gas production to rise 

by 1.0 Bcf/d in 2017 and by 3.1 Bcf/d in 2018, annual 

increases of 1.4% and 4.3%, respectively.

EIA projects that the United States will become a net 

exporter of natural gas on average in 2017, with net 

exports expected to average 0.4 Bcf/d. As LNG exports 

increase, 2018 net exports are forecast to be 1.3 Bcf/d.

Natural gas may trade on volatile path in the 

month of August 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  $2.30- $3.20 per mmBtu

MCX Rs 170-210 per mmBtu  

August 2017
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