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Market Outlook:  
Most readers of this letter are aware of basis and its effects on prices.  As basis changes grain prices it also affects the price of fuel.  With 
the calendar approaching February prices for diesel tend to get higher; this is because the demand begins to increase causing basis to 
widen out.  Demand increases from agriculture beginning to get supplies put in place for coming spring and heating requirements in the 
Northeast as winter relentlessly plods on.  This year is no exception.  Tank wagon prices went up over night from Tuesday to Wednesday by 
eight cents.  The time for patience may have past.  If you need to get fuel prices locked in sooner would be better than later.  It is thought 

that any futures weakness will be offset by the strengthening basis. 
Market News:    
Crude, Gasoline and Distillate:    

 An energy news service report this morning stated that OPEC officials and some member countries have started to publically say 
that a rebound in oil prices could soon be on the horizon, with the OPEC Secretary General saying prices are not “fair” and will 
rebalance soon. However some analysts believe this could just be an effort to talk the market higher.   

 Tuesday Saudi Aramco announced that it will postpone certain oil investments as a result of the current low price market 
environment. Although they did not state that they are trimming output, it nonetheless marks the first occasion where Saudi 
officials have announced cost cutting oil production measures.  

 OPEC, which supplies about 40 percent of the world’s oil, is open to a meeting with non-member producers to tackle the global 
supply glut. OPEC estimates the surplus at 1.5 million barrels a day. Some within OPEC are warning that big cuts in global oil 
investments that ultimately fail to meet long term demand could cause WTI and Brent to scream back up past $100 a barrel.  

 Wednesday’s build was the third consecutive for WTI as U.S. crude oil inventories are now at a record high sitting at 406.7 
million barrels. EIA notes that there are some inventory statistics that date back to the 1920’s and the current total U.S. stocks 
were last this high in January of 1931.  

Economy: 

 Even as the dollar gains value to other currencies, the US economy is not out of trouble.  The following points on today’s 
economy compared to historical economic recoveries are interesting and may be faint writing on the wall. 

o Slow Growth: Last quarter’s solid growth cannot mask the slowest economic recovery since the 1940s. In the nearly 
six years since the recession ended, the economy has grown just 13 percent—barely half the 24 percent average 
following the other ten post-WWII recessions. Even the equally-deep 1982 recession was followed by 28 percent 
growth by this point in time.i 

o Adding 250,000 jobs per month compares well to the booming late-1990s. Of course, back then the economy was 
already at full employment, so it was nearly impossible for the number of jobs to grow faster than the working-age 

population. But an economy recovering from recession should enjoy substantially  faster job growth as millions of 
unemployed workers return to work. In that context, an underwhelming 250,000 jobs per month can absorb the 
rising population but not bring back the unemployed.ii 

o In 2010, the recovery created 1.06 million jobs. Yet at the same point in a recovery from an equally-deep recession, 
the 1984 economy created 1.11 million jobs in a single month. And did it despite a working-age population one-
quarter smaller.iii 

o The median family’s net worth has fallen 40 percent to below 1989 levels—evaporating 25 years of wealth. The 
average homeowner has suffered a 28 percent drop in equity since 2007. Non-homeowners aren’t doing much 
better—their median net worth stands at just $5,400.iv 

News that makes you say, “Really?” 
One of the Market reports we get here in the office had this map (See below) attached to it.  After some digging, this proposed rail line has 

been on different people’s minds since before World War 1.  However Russia passed a resolution in 2011 to appropriate $65 billion 
dollars to the tunnel under the Bearing Straight.v  China, just last year was hinting they would be interested building this rail line.  It is not 
known if Russia, Canada, or the USA were involved in any conversations to legitimize this project.vi 
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Summary of Weekly Petroleum Data for the Week Ending January 23, 2015 
 

U.S. crude oil refinery inputs averaged about 15.3 million barrels per day during the week ending January 23, 2015, 347,000 barrels per 
day more than the previous week’s average. Refineries operated at 88.0% of their operable capacity last week. Gasoline production 
decreased last week, averaging 9.2 million barrels per day. Distillate fuel  production decreased last week, averaging over 4.7 million 

barrels per day. 
 
U.S. crude oil imports averaged over 7.4 million barrels per day last week, up by 204,000 barrels per day from the previous week. Over the 
last four weeks, crude oil imports averaged over 7.2 million barrels per day, 4.8% below the same four-week period last year. Total motor 
gasoline imports (including both finished gasoline and gasoline blending components) last week averaged 597,000 barrels per day. 
Distillate fuel imports averaged 439,000 barrels per day last week. 
 
U.S. commercial crude oil inventories (excluding those in the Strategic Petroleum Reserve) increased by 8.9 million barrels from the 
previous week. At 406.7 million barrels, U.S. crude oil inventories are at the highest level for this time of year in at least the last 80 years. 
Total motor gasoline inventories decreased by 2.6 million barrels last week, but are well above the upper limit of the average range. Both 

Finished gasoline inventories and blending components inventories decreased last week. Distillate fuel  inventories decreased by 3.9 
million barrels last week and are in the lower half of the average range for this time of year. Propane/propylene inventories fell 1.9 million 
barrels last week but are well above the upper limit of the average range. Total commercial  petroleum inventories increased by 2.0 million 
barrels last week. 
 
Total products supplied over the last four-week period averaged over 19.8 million barrels per day, up by 4.2% from the same period last 
year. Over the last four weeks, motor gasoline product supplied averaged 8.9 million barrels per day, up by 8.0% from the same period last 
year. Distillate fuel product supplied averaged 4.0 million barrels per day over the last four weeks, up by 5.6% from the same period last 
year. Jet fuel product supplied is up 7.8% compared to the same four-week period last year. 

 

                                                                 
i http://www.breitbart.com/big-government/201/01/28/sen-rob-portmn-dont-tell-struggling-families-weve-had-an-economic-breakthrough/  
ii http://www.breitbart.com/big-government/2015/01/28/sen-rob-portman-dont- tell-struggling-families-weve-had-an-economic-breakthrough/  
iii http://www.breitbart.com/big-government/2015/01/28/sen-rob-portman-dont- tell-struggling-families-weve-had-an-economic-breakthrough/  
iv http://www.breitbart.com/big-government/2015/01/28/sen-rob-portmn-dont- tell-struggling-families-weve-had-an-economic-breakthrough/  
v http://inhabitat.com/russia-green-lights-65-billion-siberia-alaska-rail-and-tunnel- to-bridge-the-bering-strait/  
vi http://www.theguardian.com/world/2014/may/08/chinese-experts-discussions-high-speed-beijing-american-railway 


