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Prices Gain Strength

Third Quarter 2012

Crude oil prices have rebounded from June lows, rising
over the third quarter. The spot price of West Texas Inter-
mediate (WTI) crude has averaged $95 per barrel so far
in September, and Brent crude has averaged $112 (Chart
1). In June, WTI averaged $82 and Brent $95.

Retail gasoline and diesel prices have been climbing since
July. Regular-grade gasoline was $3.85 a gallon at the
beginning of September, slightly above year-ago levels
(Chart 2). However, the market expects gasoline prices to
decline the remainder of 2012 with the end of the sum-
mer driving season. For the fourth quarter, the Energy
Information Administration (EIA) forecasts an average
retail price of $3.58 per gallon. The national average price
for diesel was $4.13 a gallon at the beginning of Septem-
ber, a 37-cent increase over the average for June.

World Supply and Demand

The latest data available from both the EIA and the Inter-
national Energy Agency show a very small decrease in the
global supply of oil in August versus July.

The EIA estimates crude oil production from the Organiza-
tion of the Petroleum Exporting Countries (OPEC) to be
30.6 million barrels per day (mb/d) for the third quarter,
down 0.4 mb/d from the second quarter. Iran’s produc-
tion was 2.7 mb/d in August, down 0.1 mb/d from July
and 0.75 mb/d since the beginning of the year. Most of
the production drop from Iran has been offset by increas-
es from Saudi Arabia, Iraq and Libya.

Official production humbers may overstate the amount of
crude oil available to world markets. Since the imposition
of sanctions in July, Iran has been unable to export oil at
normal levels. Thus, actual world supply is probably less
than official EIA numbers indicate.

Due to seasonal factors that include the summer driving
season in the Northern Hemisphere and higher consump-
tion in the Middle East for electricity generation, global
demand for oil products generally increases in the third
quarter. In August, world consumption of petroleum was
89.48 mb/d, while production was only 88.55 (Chart 3).

Worldwide inventories of petroleum products are decreas-
ing as a result of consumption exceeding production. The
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Crude Oil Prices Rebound from June Lows
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Gasoline Prices Rise in August and September
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EIA forecasts intermittent inventory withdrawals through
second quarter 2013 (Chart 4).

Demand for oil products from countries outside the Organi-
zation for Economic Cooperation and Development contin-
ues to grow. The rate of growth, however, has slowed. Chi-
na’s product consumption was particularly weak in the se-
cond quarter but recovered somewhat at the beginning of
the third. While China’s gasoline consumption is increasing,
the country’s consumption of all petroleum products other
than gasoline appears to have declined in recent months
(Chart 5). Gasoline consumption makes up about 20 per-
cent of China’s total consumption, so increases in gasoline
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Chart 3
World Consumption Exceeds Production in Third Quarter
Million barrels/day
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Chart 4
Change in Petroleum Inventories Negative for Rest of 2012
Million barrels/day
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Chart 5

China Sees Slower Growth in Petroleum Products Consumption
Percent change, year/year

20

15

10
5%
0+

m All products
® Gasoline
All products besides gasoline

| lalil

2011 avg. Jan-12 Feb-12 Mar-12 Apr-12 May-12  Jun-12
SOURCES: Bloomberg; calculations by the Federal Reserve Bank of Dallas.

Jul-12

consumption have not always led to increases in the con-
sumption of all products.

U.S. Demand

Gasoline demand in the U.S. dropped in July but rebound-
ed in August (Chart 6). While the preliminary data for July
and August are subject to revision, actual average gaso-
line demand for the first half of 2012, 18.5 mb/d, was 0.4
mb/d lower than the average for the first half of 2011.

Federal Reserve Bank of Dallas

The EIA cites retail gasoline price increases and more-fuel-
efficient vehicles as reasons for the decrease and forecasts
almost flat year-over-year gasoline consumption for 2012.

Natural Gas Prices and Inventories

At the beginning of September, the Henry Hub natural gas
spot price was $2.78 per million Btu (MMBtu). Natural gas
prices are up slightly from the second-quarter average of
$2.28 per MMBtu but remain low.

Generally, natural gas inventories rise in the summer, but
the rate of increase in the third quarter is significantly low-
er than it was in previous years. Higher demand in August
due to relatively high temperatures, and slower supply in-
creases due to low prices, combined to cause the reduced
rate of inventory increases. However, inventories remain
13 percent above year-ago levels (Chart 7).

—Amy Jordan and Michael Plante
About the Authors

Jordan is a research analyst and Plante is a research econ-
omist in the Research Department at the Federal Reserve
Bank of Dallas.

Chart 6

U.S. Gasoline Demand Strengthens in August
Million barrels/day
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Chart 7
Surplus in Natural Gas Inventories Continues to Shrink

Percent change, year/year
70

60
50
40
30 |

20

h V/ |
-10

-20
Jan-11 Apr-11 Jul-11 Oct-11 Jan-12 Apr-12 Jul-12
SOURCES: Energy Information Administration; calculations by the Federal Reserve Bank of Dallas.

Oct-12

Quarterly Energy Update 2




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



