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Energy Market Outlook:  

As goes the dollar, crude oil goes the opposite! Since mid-April the dollar index has been in a Chart cooling, bad economic news digesting 

down trend.  As the index fell crude oil found some support, raising trader’s hopes for the glut of world crude oil to being whittled away.  

When over laying a crude chart over a dollar chart you see the relationship very clearly.  The dollar’s down trend was broken this week.  As 

long as the inverse relationship remains in place look for the crude oil contract to take an overall opposite direction.  This is not a daily 

relationship, rather a trend reality. 

Energy Market News: 

 It has been assumed for the last few months that because the oil rig count has fallen by approximately 58%, that U.S. crude 

production must necessarily fall with it. As you can see on the chart at left, the correlation between rig counts and production 

has a long tail. Crude production has certainly leveled off in recent weeks, but remains close to historical highs.  

 Since the precipitous drop in oil prices that began last summer, new cost efficiencies associated with fracking have taken about 

$20 out of the cost of producing tight oil in the U.S shale areas. One technology change called high-grading methodology has 

increased drilling success by 50%. Another efficiency improvement allows an average horizontal well to be drilled in 17 days and 

produce 750,000 barrels per day. Just twelve years ago, it took 45 days to drill a horizontal well, and the average daily 

production was 350,000 barrels. Due to the current economic conditions many hydraulic fracturing crews have been laid off, 

bringing into question how fast uncompleted or new wells could be brought online when/if we end up in a higher price 

environment. 

 Richard Hastings, macro strategist at Global Hunter Securities, pointed out that oil production isn't going down. Oil output in the 

lower 48 states was unchanged at 8.87 million barrels a day, according to the EIA data. “That’s the key number in everybody’s 

mind—what’s happening in the lower 48 major shale plays, said Hastings.1 

Market Supply: 

 
U.S. crude oil refinery inputs averaged over 16.2 million barrels per day during the week ending May 15, 2015, 245,000 barrels 

per day more than the previous week’s average. Refineries operated at 92.4% of their operable capacity last week. Gasoline production 

decreased last week, averaging about 9.7 million barrels per day. Distillate fuel production decreased last week, averaging over 4.8 million 

barrels per day. 

U.S. crude oil imports averaged 7.2 million barrels per day last week, up by 318,000 barrels per day from the previous week. 

Over the last four weeks, crude oil imports averaged over 7.0 million barrels per day, 0.4% above the same four-week period last year. 

Total motor gasoline imports (including both finished gasoline and gasoline blending components) last week averaged 542,000 barrels per 

day. Distillate fuel imports averaged 227,000 barrels per day last week. 

U.S. commercial crude oil inventories (excluding those in the Strategic Petroleum Reserve) decreased by 2.7 million barrels from 

the previous week. At 482.2 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 2.8 million barrels last week, but are above the upper limit of the average range. Both 

finished gasoline inventories and blending components inventories decreased last week. Distillate fuel inventories decreased by 0.5 

million barrels last week and are in the lower half of the average range for this time of year. Propane/propylene inventories rose 2.6 million 

barrels last week and are well above the upper limit of the average range. Total commercial petroleum inventories decreased by 2.1 

million barrels last week.  

Total products supplied over the last four-week period averaged about 19.7 million barrels per day, up by 3.9% from the same 

period last year. Over the last four weeks, motor gasoline product supplied averaged over 9.0 million barrels per day, up by 1.1% from the 

same period last year. Distillate fuel product supplied averaged over 4.1 million barrels per day over the last four weeks, up by 1.6% from 

the same period last year. Jet fuel product supplied is up 6.5% compared to the same four-week period last year. 

                                                             
1 http://www.marketwatch.com/story/oil-rebounds-in-asia-amid-tensions-in-yemen-supply-data-2015-05-20 
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Grain Market Outlook: 

Conversations this week have revolved around what it will take to get a market rally.  To answer that question look at where 

the grain markets are today.  USDA is predicting a 700 million corn stocks over last year stocks and 300 million beans 

stocks over last year in a report to be released in June.  Most of these large numbers of bushels are controlled by 

producers.  The western Corn Belt has been receiving adequate moisture, and has a very mild forecast up to June 1st.  

These forecasts are coupled with a possible El Nino weather pattern developing in the Pacific Ocean.  Nationally rail basis is 

weakening daily.  Looking at the information all traders are using to make decisions a rally may not be seen anytime soon.   

Grain market News: 

Corn 

 Trade is expecting Crop Condition Report on Monday evening to rate higher than last year’s 75% Good to 

excellent. 

 Ethanol production up from 912000 barrels to 95800 barrels. 

 Farmer selling is pressuring basis, this is just the beginning, and if a basis in a summer month the looks favorable 

better lock it in on the spot.  Weaker basis is in the marketing forecast with increases of farmer selling. 

  Current futures months are trading on the idea of 166 bu national average.  If 171, from last year, would creep 

into the conscience of the trade cash prices will be far below breakeven levels. 

Beans 

 Weather slowing planting pace. 

 Trade is still very interested in Argentina dock strike negotiations. 

 Current market decisions are being made on a 45 bu average yield, only one time has USDA published a number 

this large.  In the S and D report a 46 bu estimate has been bandied around.  If confirmation for this comes to 

reality, as in corn, the market is headed for the hard deck.  Some sort of protection needs to not only be 

considered but acted on.  If these large bu predictions come true the cash prices being shunned now will be a far 

off dream and a certain wish of reappearance.   

Grain Comments: 

In the past couple of years waiting for the markets to come around was a strategy that gained results.  The difference from 

last year to this year is a large carryout in both grains.  Last year with low stocks any weather forecast that might throw a 

wrench into the coming yield would spur the markets the reach for the stars and get there as fast as they could.  Everyone, 

farmers and grain buyers, liked this market action.  Mistakes where easy to shrug off as the market would make up ground 

and supply profits anytime the Corn Belt would miss a rain.   

 

This year, with very large carry out stocks, waiting for the market to spook at a weather alert looks like a mistake.  A 

mistake that only a very severe weather occurrence will correct.  The weather has to get very dry, very wet, and very hot or 

some sort of plant killing plague will be needed to jolt the market higher producing a balance sheet saving prices to make 

sales.  That is what we are gambling on this year. 

 

The maps below highlight the weather pattern we are up against in the coming months. Cool and Wet looks a lot like last 

summer. 

If this prediction is correct    a large crop could be the resuslt. 
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